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COVID-19
(Coronavirus)
Impact Update

IBISWorld's analysts constantly monitor the industry impacts of current events in real-time – here is an update of
how this industry is likely to be impacted as a result of the global COVID-19 pandemic:

· Revenue for the Animal Feed Production industry in Canada is expected to be tempered due to increasing demand
from grocery stores and exports. For more detail, please see the Current Performance chapter.

· Industry demand is expected to increase due to operators being classified as an essential business and meeting
high weekly production capacity. For more detail, please see the Major Markets chapter.

· Growth in the industry profit margin is expected to be hindered due to high costs of sanitation and inefficient
methods to meet weekly production capacity. For more detail, please see the Cost Structure Benchmarks chapter.

Note: The content in this report is currently being updated to reflect the trends outlined above.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition The Animal Feed Production industry in Canada processes raw ingredients into food for animal livestock and pets.

The products are packaged and sold to cattle ranches, dairy farms, other animal-production farms, grocery
wholesalers and retailers.

Major Players Nutreco Shur Gain

Main Activities The primary activities of this industry are:

Prepared animal feed production

Canned pet food production

Bird feed production

Cattle lick production

Chaff production

Crushed grain production

Dog biscuit production

Grain offal production

Canned pet food production

Prepared poultry feed production

The major products and services in this industry are:

Dog and cat food

Livestock and dairy feed

Poultry feed

Hog and pig feed

Other animal feed
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Supply Chain

SIMILAR INDUSTRIES

Agriculture, Forestry, Fishing and
Hunting In Canada

Corn Farming in Canada Flour Milling in Canada Pet Stores in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Animal Food Production in the US Pet Food Production Dry Pet Food Production Farm Animal Feed Production

Prepared Animal and Bird Feed
Manufacturing in Australia

Animal Food Manufacturing in
China

Animal Feed Production in the UK  
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Industry at a Glance
Key Statistics

$9.4bn
Revenue

Annual Growth

2015–2020

-1.4%

Annual Growth

2020–2025

0.6%

Annual Growth

2015–2025

 

$339.3m
Profit

Annual Growth

2015–2020

-16.2%

  Annual Growth

2015–2020

 

3.6%
Profit Margin

Annual Growth

2015–2020

-4.5pp

  Annual Growth

2015–2020

 

528
Businesses

Annual Growth

2015–2020

-0.4%

Annual Growth

2020–2025

-0.1%

Annual Growth

2015–2025

 

10,395
Employment

Annual Growth

2015–2020

0.4%

Annual Growth

2020–2025

0.6%

Annual Growth

2015–2025

 

$638.7m
Wages

Annual Growth

2015–2020

0.3%

Annual Growth

2020–2025

0.6%

Annual Growth

2015–2025

Key External Drivers % = 2015–20 Annual Growth

1.5%
Per capita disposable income

-0.8%
Canadian effective exchange rate
index

0.3%
Per capita meat consumption

0.6%
Price of feed

1.2%
Population

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low   Industry Globalization

Low / Steady

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Capital Intensity
Medium   Industry Assistance

Medium / Steady

  Regulation & Policy
Medium / Steady   Technology Change

Medium

NEGATIVE IMPACT

  Barriers to Entry
Low / Steady   Competition

High / Steady

 

Key Trends

 Industry revenue has been bolstered by increasing sales of
pet food products

 Operators have benefited from rising international demand
for animal feed

 The trend of consolidation has led to a slow decline in the
number of operators

 Animal feed producers will likely benefit from overseas
demand for industry products

 The industry is expected to continue to consolidate

 Commodity prices are expected to stabilize

 The industry is expected to experience a spike in demand
during the COVID-19 pandemic
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Customer Class Concentration

  Low Product/Service Concentration

  High Revenue per Employee

   

WEAKNESSES

  Low & Steady Barriers to Entry

  High Competition

  Medium Imports

  Low Profit vs. Sector Average

  High Capital Requirements

   

OPPORTUNITIES

  High Performance Drivers

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2020)

  Low Revenue Growth (2015-2020)

  Low Outlier Growth

  Low Revenue Growth (2020-2025)

  Price of feed
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Executive Summary Well fed: Consumers are expected to be better financially situated to
pamper their pets

The Animal Feed Production industry in Canada has declined slightly over the five years to 2020 due to fluctuations
in the price of animal feed. Rising input costs have largely been absorbed by industry operators and have been
passed on to downstream producers or offset by rising global demand for meat. The industry's decline was
tempered by a steady increase in demand for pet food brought on by an increase in pet ownership. Overall,
IBISWorld expects industry revenue to decline at an annualized rate of 1.4% to $9.4 billion over the five years to
2020, including a decline of 0.6% in 2020 alone.

In 2020, the industry is expected to experience a spike in demand during the COVID-19 (coronavirus) pandemic. A
portion of the industry supplies producers provide feed for animal that go onto provide or become dairy, eggs,
poultry and meat for grocery stores and supermarkets. During the pandemic, grocery sales have increased as
consumers stock up on items. By the end of the second week of March, grocery sales had increased 38.0%
compared to average sale in 2019. When compared to the same week in 2019, it represented a 46.0% increase in
sales. Therefore, industry producers, which are consider essential business since they are within the food supply
chain, are expected to benefit from this spike. However, this spike in growth is expected to be smothered by
unforeseen trade regulations or production facility shutdowns is expected to hinder production capacity and the
industry's overall supply chain. Furthermore, as per capita disposable income and consumer spending decrease in
2020 due to rising unemployment, it is expected that consumers will prefer to buy less expensive pet food than the
more profit added products.

Price increases have pressured industry profit over the past five years. While demand for animal feed increased
during the prior period, feed prices have also increased since 2015. The increase in the price of feed is due primarily
to global trends in ethanol demand, corn prices and, as a result, feed prices. During the beginning of the period, the
United States removed a quota, which determined the share of renewable fuel production relative to total fuel
production. With the quota removed, corn farmers had a large surplus of corn, which was previously used to
produce ethanol. Farm operators were then forced to lower prices due to the surplus of corn, and prices in related
crops fell as well, including animal feed in both the United States and Canada. However, the price of animal feed
slowly increased during the period. For operators in the domestic Animal Feed Production industry, the increase in
the price of feed decreased profit, defined as earnings before interest and taxes, however did not significantly hurt
revenue due to their diverse product offerings.

The industry is expected to grow alongside demand for animal feed and pet food over the five years to 2025. Rising
disposable income will likely encourage more Canadians to purchase pets and pet food products. In particular,
premium brands are anticipated to benefit as consumers are better financially situated to pamper their pets.
IBISWorld expects these factors will likely positively affect industry revenue, which is anticipated to grow at an
annualized rate of 0.6% to $9.7 billion over the five years to 2025.
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Industry Performance

Key External
Drivers

Per capita meat consumption

Consumer preferences, regarding the consumption of meat products are a key determinant for industry products.
Livestock producers require more animal feed when consumers demand more meat. Consequently, as global meat
consumption increases, demand will rise for industry products. Per capita meat consumption is expected to increase
in 2020.

 

Price of feed

The price of feed is largely determined by the price of key input ingredients, including crops such as corn and
soybeans. When the price of these input ingredients rises, operators are forced to increase the price of feed,
harming profit. However, revenue increases with a feed price increase. The price of feed is expected to increase in
2020, representing a potential opportunity for the industry.

 

Canadian effective exchange rate index

Exchange rates play a significant part in the industry's ability to remain competitive. A depreciation of the Canadian
dollar typically leads to a rise in exports, which has a positive effect on industry revenue. The Canadian effective
exchange rate index is expected to decrease in 2020.

 

Per capita disposable income

As the economy continues to recover, consumer household income is expected to increase. Consumers will likely
use these earnings and increase their purchases of meat, which will in turn boost demand for industry products. Per
capita disposable income is expected to decrease in 2020, posing a potential threat to the industry.

 

Population

An increase in population and the number of households will likely lead to growth in pet ownership levels in Canada.
Higher pet ownership and accompanying demand for pet food products will increase industry demand. The
Canadian population is expected to increase in 2020.
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Current
Performance

The Animal Feed Production industry in Canada uses processed raw
ingredients to produce feed for livestock, including horses, cows,
chicken, turkeys and household pets, such as cats and dogs.

Due to fluctuations in the price of feed inputs, the industry is expected to slightly decrease over the five years to
2020. However, industry revenue decline has been tempered by rising domestic demand for pet food and global
demand for feed exports from Canada. IBISWorld estimates industry revenue has decreased at an annualized rate
of 1.4% to $9.4 billion over the five years to 2020, including an anticipated decline of 0.6% in 2020 alone.

The industry is expected to experience a spike in demand during the COVID-19 (coronavirus) pandemic in 2020.
Part of the industry provides food to dairy, egg, meat and poultry producers that go on to sell their products to
grocery stores and supermarkets. During the pandemic, grocery sales have increased as consumers stock up on
items. By the end of the second week of March, grocery sales had increased 38.0% compared to average sale in
2019. When compared to the same week in 2019, it represented a 46.0% increase in sales. Therefore, industry
producers, which are consider essential business since they are within the food supply chain, are expected to
benefit from this spike. Nonetheless, this spike in growth is expected to be suppressed by unforeseen trade
regulations and production facility shutdowns that are expected to hinder production capacity and the industry's
overall supply chain. Forced shutdowns impede the ability to meet weekly production capacity of essential products,
influencing commodity prices for farmers and increasing expenditure on sanitation and preventative maintenance for
operators to reopen. Sanitation and preventive maintenance in addition to social distancing protocols have been
implemented during the pandemic as producer attempt to maintain production. These measures have diminished
profit in 2020. Profit is expected to suffer due to the high costs of sanitation and inefficient methods to meet weekly
production capacity. IBISWorld estimates that profit is expected to account for 3.6% of industry revenue in 2020,
down from 8.1% in 2015.

FATTENING UP

The industry is divided into two primary segments, which include animal
feed and pet food production.

Animal feed producers rely on numerous staple crops as inputs, including coarse grains, such as barley, corn and
oats, as well as products derived from oilseeds, particularly canola and soybeans. Over the past five years, crop
prices have risen after the previous period being particularly volatile. This happened in part because of heightened
demand for their use in biofuels, but also due to a drought that struck farmers across the United States and parts of
Canada. Any increases in the price of crop inputs increases the price of feed, which can discourage demand from
downstream meat producers. However, during this period, feed producers have since bounced back despite still
managing dramatic volatile crop prices. Due to rising crop prices, in addition to the heighten pressure due to the
coronavirus pandemic, industry profit has fallen.
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Industry revenue has also been bolstered by increasing sales of pet food products during the period. Rising per
capita disposable income and higher pet ownership has fuelled industry sales of pet food products. Growth in this
segment is due in part to the pet humanization movement, whereby owners treat their pets as equal members of
their families. For these consumers, pet food is a nondiscretionary expense, and pet owners are happy to pay a
premium to ensure the best treatment for their pets. Operators have been quick to cater to this trend by developing
new lines of high quality pet foods, including natural, organic and eco-friendly products. This has translated into
greater purchases of premium or specialty foods that carry a higher price than traditional pet foods. Growth in this
segment has helped to bolster industry revenue during the period.

INTERNATIONAL DEMAND ON THE RISE

Operators have also benefited from rising international demand for animal
feed over the past five years.

A combination of demographic changes, such as urbanization and rapid income growth in the developing world, are
changing global food consumption patterns. This has translated into increased demand for meat products in several
regions across the world, including Latin America and Asia. Increased consumption has vastly outstripped the
supply of both animal products and feed. In turn, operators have responded by shifting a greater portion of their
production toward servicing global demand for animal feeds. Industry exports have increased dramatically, growing
an annualized 4.6% to $1.5 billion over the five years to 2020, representing 15.9% of industry revenue in 2020.
Meanwhile, many Canadians have been tempted to purchase less expensive pet food from manufacturers in China
or the United States. Imports are estimated to grow at an annualized rate of 6.5% to $1.7 billion over the five years
to 2020.

INDUSTRY CONSOLIDATION

Volatile crop prices have taken their toll on industry operators over the
past five years.

Any sharp increase in the price of inputs can do great harm to an operator's bottom line. Rising prices are difficult to
pass along to downstream animal producers, most of which would rather cut production than pay higher costs. While
larger producers can weather these fluctuations, many small producers have been forced to leave the industry or
merge to stay afloat.

Increased merger and acquisition activity within the industry has also been driven by consolidation in downstream
animal agriculture markets in Canada. This has led to excess production capacity among feed operators. As a
result, several operators have merged and consolidated to drive down costs, lower prices and stretch profit. For
example, industry major player Nutreco NV acquired Hi-Pro Feeds in June 2017. The trend of consolidation has led
to a slow decline in the number of industry operators, which is expected to decrease at an annualized rate of 0.4%
to 528 companies over the five years to 2020. However, increased investment in research and development to
create premium products has led to an increase in employment. Industry employment is expected to increase at an
annualized rate of 0.4% to 10,395 people over the five years to 2020.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Price of feed

(Index)
2011 8,204 1,087 633 515 8,334 672 901 472 8,434 88.8
2012 8,715 1,101 625 512 8,598 747 966 496 8,934 100.0
2013 9,533 1,256 708 577 9,333 877 1,028 551 9,684 103
2014 9,697 1,461 656 541 8,713 976 1,082 573 9,803 98.0
2015 10,125 1,613 646 538 10,198 1,195 1,224 628 10,153 97.7
2016 9,672 1,544 628 523 10,137 1,179 1,246 646 9,739 96.5
2017 9,403 1,331 637 530 9,964 1,212 1,288 627 9,479 94.6
2018 9,647 1,352 639 532 10,363 1,170 1,288 663 9,765 102
2019 9,485 1,436 633 528 10,374 1,293 1,468 639 9,660 104
2020 9,424 1,157 633 528 10,395 1,494 1,680 639 9,610 105
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Industry Outlook
Outlook Over the five years to 2025, the Animal Feed Production industry in

Canada is expected to grow slowly.

Rising pet ownership will likely help drive demand for pet food products, while an increase in overseas meat
consumption is anticipated help industry exports of animal feed find new markets. The industry is also expected to
continue to consolidate. Profit is anticipated to remain stagnant as feed prices rise and the effects of merger and
consolidation activity set in to produce greater efficiencies.

PET FOOD BOOM

Population growth and rising incomes will likely encourage more
Canadians to purchase pets.

This is expected to drive demand for a growing number of pet food products, including higher priced sales of
premium items. The humanization trend will likely continue to influence the development of this growing segment.
Producers are anticipated to focus on creating new blends of food products that cater to pet owners' growing interest
in high quality or organic foods. Furthermore, per capita disposable income, which is expected to increase an
annualized 0.9% over the five years to 2025, is expected to fuel the rise in spending and pet ownership which will
likely propel pet food sales. As a result, industry revenue is expected to increase at an annualized rate of 0.6% to
$9.7 billion over the five years to 2025.

FEED PRODUCERS EXPAND OVERSEAS

While the pet food segment continues to grow, animal feed producers will
likely benefit from growing overseas demand for industry products.

Stagnant meat consumption in Canada is expected to steadily be replaced by demand in developing countries
where the burgeoning middle class is purchasing greater quantities of animal products. This demand is anticipated
to continue to outstrip developing countries' ability to supply meat products, providing the perfect market for
Canadian producers to export products. Mexico, which is currently Canada's fourth-largest export market for animal
feed, is quickly becoming one of Canada's most important animal feed trading partners. With a rapidly growing
middle class and favourable trade policies under the North Atlantic Free Trade Agreement, Mexico is expected to
represent an increasingly large portion of overseas sales. Overall, industry exports are expected to increase slower
than the previous period at an annualized rate of 0.1% to $1.5 billion over the five years to 2025. At the same time,
the slowly appreciating Canadian dollar is expected to make industry imports slightly more expensive. As a result,
industry imports from prominent trade partners, such as the United States, are expected to increase an annualized
1.4% to $1.8 billion over the five years to 2025.

CONSOLIDATION CONTINUES

The industry is expected to continue to consolidate over the next five
years as operators seek new ways to grow their business while achieving
greater efficiencies.
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However, this trend will likely slow as animal feed supply slowly falls in line with domestic demand. Furthermore,
growing demand overseas for feed is expected to help ease competitive pressures. As merger and acquisition
activity among feed producers slows, pet food producers are anticipated to begin their own consolidation. Large
operators are expected to react to the growing success of small specialty producers by attempting to break into
higher-end product markets with improved quality, ingredients, texture and packaging. Some of this expansion will
likely result in acquisitions of smaller manufacturers, contributing to industry consolidation. However, niche products
are anticipated to enable some opportunities for new entrants. Nonetheless, the number of industry operators is
expected to decline slightly at an annualized a rate of 0.1% to 525 operators over the five years to 2025. While the
number of industry enterprises will likely be stunted, the number of employees is expected to grow steadily as more
companies prioritize research and development, expanding at an annualized rate of 0.6% to 10,725 workers over
the five years to 2025.

PROFIT STABILIZE

Commodity prices are expected to stabilize over the next five years as
crop production volumes steadily increase.

Improved weather conditions will likely help farmers boost their crop production volumes to more favourable levels
for buyers. In turn, the price of feed inputs, such as corn, soybeans and wheat, is anticipated to rise more steadily.
As a result, industry profit, defined as earnings before interest and taxes, is expected to account for 5.7% of industry
revenue in 2025. Nevertheless, profit will likely remain slightly below its historical high due in part to the significant
degree of competition from foreign pet food products.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)
Price of feed

 (Index)
2020 9,424 1,157 633 528 10,395 1,494 1,680 639 9,610 105
2021 9,510 1,364 629 525 10,476 1,482 1,735 644 9,762 106
2022 9,589 1,378 629 524 10,587 1,490 1,757 650 9,856 108
2023 9,632 1,387 629 524 10,626 1,493 1,771 653 9,909 109
2024 9,675 1,393 630 525 10,674 1,496 1,785 656 9,964 110
2025 9,717 1,396 630 525 10,725 1,499 1,798 659 10,016 111
2026 9,758 1,401 631 525 10,763 1,502 1,812 661 10,068 112
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The industry is expected to grow slower than the economy

Operators will likely struggle to increase production efficiencies amid a period of low profit

Growth will be inconsistent but slow

The Animal Feed Production industry in Canada is in the mature stage of its life cycle and is characterized by
industry products that have achieved market acceptance, which is common to established industries. Given that
demand for its major product segments will likely continue to increase, the industry is expected to decline slightly.
The industry's contribution to the overall economy, as measured by the industry value added (IVA), is expected to
decrease at an annualized rate of 1.4% over the 10 years to 2025. This is compared with the overall Canadian
economy, which is estimated to grow at an annualized rate of 1.4% during the same period.

The number of enterprises is expected to decline slightly at an annualized rate of 0.2% to 525 companies over the
10 years to 2025, as operators have struggled to increase production efficiencies amid a period of low profit.
Nevertheless, the industry is expected to experience greater demand over the five years to 2025. Per capita
disposable income is expected to increase across Canada, increasing an annualized 0.9% over the five years to
2025, spurring demand for pets and new pet food products. Rising global meat consumption in Asia and Latin
America will likely provide additional demand for feed products from overseas animal producers. However, while the
industry is expected to grow over the next five years, it is still entrenched in the mature phase of its life cycle. Growth
is anticipated to be consistent but slow as demand for feed and pet food tends to increase gradually in line with
slowly changing consumer demographics.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Supermarkets & Grocery Stores in Canada

Farm Supplies Wholesaling in Canada

Pet Stores in Canada

2nd Tier

Beef Cattle Production in Canada

Sheep and Goat Farming In Canada

Hog & Pig Farming in Canada

Dairy Farms in Canada

Consumers in Canada

Key Selling Industries
1st Tier

Corn, Wheat & Soybean Wholesaling in Canada

Machinery, Equipment and Supplies Wholesalers In
Canada

2nd Tier

Flour Milling in Canada

Poultry and Egg Production In Canada

Other Crop Farming In Canada

Vegetable Farming in Canada

Corn Farming in Canada

Soybean Farming in Canada

Wheat Farming in Canada

Products & Services

  DOG AND CAT FOOD

Dog and cat food make up the largest segment of the Animal Feed
Production industry in Canada due to the large number of Canadians that
own household pets.

In 2019 (latest data available), 38.0% of Canadians owned a cat and 41.0% owned a dog, according to 2019 data
from the Canadian Animal Health Institute. Within this segment, dog food has always comprised a slightly larger
portion of sales revenue, according to Euromonitor International. This is because dogs consume greater quantities
of food than cats. Pet food-related spending is expected to continue to increase over the coming years as growing
disposable incomes permit Canadians to buy more products for their pets. Purchases of premium products have
increased due to the pet humanization trend, where owners treat their pets as equal family members by providing
them with higher quality foods and accommodations. In 2020, dog and cat food accounts for 41.5% of revenue.

LIVESTOCK AND DAIRY FEED

Most cattle are raised on either a grass- or corn-fed diet.

Grass-fed, or pasture-fed, cattle eat different types of forage, including grass, legumes or silage. Most grass-fed
cattle are raised for beef production, while dairy cattle tend to be corn-fed. Corn-fed cattle are given a mixture of
maize, soy and other types of high-starch, high-energy foods to fatten quickly. This diet helps increase yields from
dairy cattle. Health concerns have led to a decline in demand for beef products in recent years. Scientists have
connected red meat consumption with higher incidents of cancer and heart disease. As a result, consumers are
supplementing beef purchases with chicken and fish. Revenue from sales of livestock feed is expected to decline
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accordingly, along with demand for beef. Livestock and dairy feed accounts for 5.5% of revenue in 2020.

POULTRY FEED

Poultry feed is made mostly of grains for chickens, turkey, ducks, geese
and other domestic birds.

The amount and nutritional quality of feed required depends on the height and age of the poultry being fed, as well
as the season. Birds in their prime require a mix of protein and carbohydrates along with vitamins and dietary
minerals. Some birds also require the use of grit, or tiny rocks, in their feed that helps them digest food. Feed is the
most expensive cost for operators engaged in commercial poultry farming. This segment has grown in popularity
over the five years to 2020 due to shifting consumer sentiment. Chicken is often perceived as being healthier than
other types of meat, such as beef and pork, which are increasingly linked to heart disease and cancer. Chicken
surpassed beef in 2002 to become the most consumed meat in Canada and has grown steadily in popularity ever
since. Poultry growers have increased production to meet greater demand, purchasing greater quantities of chicken
feed. Poultry feed accounts for 12.5% of revenue in 2020.

HOG AND PIG FEED

Commercially raised pigs are fed very specific diets that contain high
amounts of energy, protein, amino acids, vitamins and minerals.

These specially prepared diets are extremely expensive and make up most of pig farmers' operational costs. Most
farms use a mix of blended grains, such as corn, oats, wheat or barley, as well as greens and dried food made from
meat to feed pigs. Minerals and vitamins are added to this solution to provide added nutritional content. Hog and pig
feed has shrunk slightly as a percentage of industry revenue over the past five years. Disease outbreaks and volatile
feed costs have put pressure on hog farmers, hurting sales of pork products. Furthermore, health-conscious
consumers have increasingly switched to poultry and seafood as their primary sources of protein due to medical
studies that have linked pork and red meat to heart disease and some cancers. Demand for pig feed has decreased
accordingly as pig farming becomes less profitable and popular. Hog and pig feed accounts for 2.0% of revenue in
2020.

OTHER ANIMAL FEED

Other animal feed includes various fish and shrimp feeds, supplements,
concentrates and premixes.

This segment also includes miscellaneous feeds, such as earthworm food and food for lab rats. The other animal
feed segments remained relatively stable over the past five years due to the diversified nature of its products. An
increase in one segment typically offsets a decrease in another. In 2020, other animal feed accounts for 38.5% of
revenue.

Demand
Determinants

Livestock numbers

The number of livestock, including cattle, poultry and pigs, owned in any given year is a good determinant of
demand for the Canadian Animal Feed Production industry. An increase in livestock ownership among ranchers and
farmers is expected to lead to an increase in demand for animal feed. This is particularly true given that most
livestock require a very specific diet to produce enough meat to be considered profitable. The stringent dietary
needs of most livestock leaves little room for substitutes.

Farming intensity

Most demand for industry products comes from livestock, poultry and pig farmers that require feed to raise animals.
The intensity of these farming operations affects demand for industry products. Animals in intensive operations are
fed a very specific diet of nutritionally modified foods to yield expected amounts of meat, milk or eggs. The precise
nature of this process, along with the high caloric nature of the food, makes this type of feed particularly expensive.
In contrast, livestock grown on low intensity farms has most of their food composed of manmade foodstuffs. Animals
grown on these farms survive by grazing off pastures and eating organically grown foods. Therefore, the number of
intensive farms increases demand for industry products. The number of low intensity farms has increased in recent
years due to rising consumer concern over meat quality and the ethical treatment of farm animals. This organic farm
movement has decreased demand for some industry feed products.

Changing dietary trends

Consumers' lifestyles and dietary patterns have changed over the five years to 2020. Increased awareness of the
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links between red meat and heart disease have prompted consumers to revise their eating habits. Consequently,
more consumers have switched to eating poultry, which is lower in fat and contains more protein. Changing dietary
trends have increased demand for certain industry products while reducing demand for others.

Subsidies

Canada implements a supply managed quota system that determines production volumes of certain animal goods,
such as poultry and dairy products. Over the past five years, the subsidy has helped inflate some of Canada's
animal production industries, providing steady feed demand. Regulations control the price of milk, cheese, eggs and
poultry, but not the price of swine or beef.

Pet ownership

Pet owners provide steady demand for industry products due to the essential role food plays in caring for a pet.
Demand for pet food is less susceptible to changes in price because most pet owners lack the ability to produce pet-
specific food. Also, many pet owners are emotionally attached to their pets and are more willing to endure price
hikes for products that aim to boost their pets' health. Therefore, pet food sales and pet ownership are highly
correlated. As the number of pet owners increase, the sale of pet food is expected to follow.

COVID-19

With the recent COVID-19 (coronavirus) outbreak, strong demand from grocery retail channels is expected to
support sales. Grocery sales have increased during the pandemic as consumers stock up on items. By the end of
the second week of March, grocery sales had increased 38.0% compared to average sale in 2019. When compared
to the same week in 2019, it represented a 46.0% increase in sales. Industry producers provide feed for animals that
eventually go on to provide dairy, eggs, meat and poultry to grocery stores. Therefore, industry producers, which are
consider essential business since they are within the food supply chain, are expected to benefit from this spike.
However, any unforeseen trade regulations or production facility shutdowns is expected to hinder production
capacity and the industry's overall supply chain.

Major Markets

  PET STORES

Specialty pet stores primarily purchase dog and cat food from operators
in the Animal Feed Production industry in Canada, as well as several
specialty food products for household pets.

Specialty pet store retailers' products are generally more expensive than those sold at grocery stores. Operators
remain competitive by carrying premium brands and providing tailored advice to customers. This segment's share of
industry revenue has increased over the five years to 2020 due to the pet humanization trend. Households
increasingly want higher quality foods for their pets, including brands that can only be found at specialty pet stores.
Over the coming years, rising household income will likely enable consumers to spend more on their pets,
increasing purchases of premium products. As a result, pet stores are expected to continue to increase as a share
of industry revenue. Pet stores are expected to account for 4.3% of industry revenue in 2020.

FARM SUPPLIES WHOLESALERS

Farm supplies wholesalers are estimated to represent the largest market
for animal feed in 2020, accounting for 48.0% of industry revenue.
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These wholesalers purchase fodder, feed and nutritional supplements directly from animal feed producers and
farmers and then distribute them to animal owners. Due to price volatility in the global agricultural market over the
past five years, farm supplies wholesalers have been forced to weather large increases in the price of animal feed
from producers. While wholesalers can pass material cost increases onto farmers, animal producers are less able to
weather feed price increases and are occasionally forced to reduce their purchases when prices rise dramatically.
As a result, revenue from this segment has fluctuated along with agricultural markets over the past five years.

GENERAL GOODS AND SUPERMARKET WHOLESALERS

Wholesalers of general goods and grocery products are expected to
account for the second-largest source of industry revenue in 2020,
accounting for 31.8% of industry revenue.

Consumers tend to purchase dog and cat food at supermarkets, which offer competitive pricing and a variety of
other common food products, making them both affordable and convenient shopping locations for customers.
Supermarket and superstore leaders in pet food sales in Canada include Walmart, Loblaws, Metro and Sobeys. This
segment is expected to continue to increase its share of pet food purchases due to rising demand for dog and cat
food.

EXPORTS

Pet food exports are expected to represent 15.9% of industry revenue in
2020.

Exports of pet food from Canada have increased steadily over the past five years, primarily due to growing meat
consumption in several emerging market countries. While the United States remains the top importer of Canadian
animal feed, Mexico represents numerous growing markets for industry products. As consumers in emerging market
countries become wealthier, they tend to consume more meat products. Animal feed production in many of these
countries is inadequate to meet growing demand and must be supplemented by imports from other countries.
Canada will likely continue to capitalize on this growing need over the five years to 2025. However, the United
States is expected to continue to dominate as the industry's primary export destination. This is due to a combination
of the United States' proximity to Canada and the North American Free Trade Agreement, which has lowered trade
barriers between both countries. Exports account for 15.9% of industry revenue in 2020.
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International Trade Exports in this industry are    Medium and Increasing

Imports in this industry are    Medium and Increasing

The domestic market accounts for most demand for the Animal Feed Production industry in Canada. Consumer
demand for industry imports has risen over the five years to 2020 due to an increase in pet ownership and an
increase in consumer spending. Operators in the industry also exported more feed to emerging market countries
with growing livestock and farming needs.

Exports

Exports of animal feed products have increased steadily at an annualized rate of 4.6% to $1.5 billion over the five
years to 2020. The industry's primary market for industry exports is the United States due to its proximity and
favourable trade relationship with Canada. Through the North American Free Trade Agreement (NAFTA), industry
operators have relatively unfettered access to US markets. Furthermore, most animal feed production is located
near or close to the US border, making it cost-effective to transport to US markets. Most major industry operators
have animal feed operations in both the United States and Canada that produce for both markets. Demand for pet
food and animal feed has increased in the United States over the past five years, with Canadian producers quick to
capitalize on the emerging US market. Furthermore, the depreciation of the Canadian dollar relative to the US dollar
over the past five years has made industry exports more price competitive on US markets. IBISWorld estimates the
United States is expected to represent 53.6% of industry exports in 2020.

Growing demand for animal feed and pet food in emerging market countries has also helped drive industry exports
over the past five years. As consumers in developing countries, such as China, have become wealthier, they have
demanded more meat for consumption. However, these countries are often unable to supply enough meat
domestically to satisfy demand. As a result, many emerging markets have become prime export destinations for
animal feed products. According to Animal Frontiers, a review magazine on animal agriculture, these countries
depend on trade not only for animal products, but also for cereals and oilseeds for animal feed. Canadian animal
feed producers have steadily increased international sales of animal feeds to meet this growing need. Exports to
China have increased to account for 11.3% of revenue in 2020.

Imports

Imports of animal feed products account for 17.5% of industry demand in 2020 and have risen at an annualized rate
of 6.5% to $1.7 billion over the five years to 2020. Most imports come from the United States, which accounts for
87.5% of industry imports. Imports from China and France account for 2.9% and 1.4% of industry imports,
respectively, in 2020. These countries represent a small but quickly growing portion of industry imports. China has
recently emerged as a major world exporter of pet feed products, while France has a competitive advantage in some
French-speaking Canadian markets, such as Quebec.
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Business
Locations

  The distribution of operators in the Animal Feed Production industry in Canada largely follows population patterns, favourable
climate conditions for growing grains and the distribution of animal producers. Pet food producers tend to be located near or in
heavily populated areas where there are likely to be household consumers with pets. Animal feed producers locate closer to
livestock, poultry and pork growers to reduce transportation costs. They also situate in areas dominated by crop production,
particularly grain production that is used in feed production, such as corn, wheat and barley. This divides industry producers
between two areas of the country, which include provinces with large metropolitan centres, such as Ontario and Quebec, and
strong agricultural centres, such as Alberta.

Although industry establishments are spread from Alberta to Prince Edward Island, most of Canada's production is largely
concentrated in Quebec and Ontario. Ontario, which accounts for the largest share of the Canadian population, holds the largest
concentration of industry establishments, accounting for 33.0% of industry establishments in 2020. Quebec accounts for the
second-largest with 22.4% of industry establishments in 2020. British Columbia and Alberta are home to 14.1% and 12.8% of
industry producers, respectively, in 2020. All other provinces have a relatively low share of animal feed producers.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Animal Feed Production industry in Canada has a low level of concentration, with the top five players
accounting for 16.2% of industry revenue in 2020. Most of the industry's largest producers are internationally
focused, with a small number of establishments located in the Canadian market. The rest of the industry includes
many smaller, regionally located operators scattered across the country. Most of these producers are small, with
73.6% of industry establishments operating with less than 20 employees. Nevertheless, the industry has started to
consolidate due to excess production capacity. For example, in 2012, major industry operator Ridley Inc. announced
it would merge with Masterfeeds LP, owned by cooperative AGP, to form the second-largest compound feed
producer in Canada. Merger and acquisition activity is expected to continue over the five years to 2025 as larger
companies consolidate.

Key Success
Factors

IBISWorld identifies 250 Key Success Factors for a business. The most important for this industry are:

Access to high-quality inputs:
Purchasing agricultural inputs from healthy yields will likely ensure maximized end product quality. Eliminating or
reducing anomalies related to food recalls is likely to produce repeat customers.

Ability to adapt to changing regulations:
The industry is subject to regulations under the Feeds Act and the Feeds Regulations, which provide technical and
nutrient standards for ingredients used in animal feeds.

Production of premium goods/services:
Industry producers that manufacture products that specifically target animal health demand a premium. Successful
producers that pass this premium off in the form of higher product prices to consumers achieve higher profit margin.

Economies of scale:
The scale and breadth of production largely determine costs per unit. Scale also determines the volume of feed that
a producer is able to supply to downstream markets and is therefore a major determinant of a company's market
share.

Ability to provide testing or thermometers for on-site employees:
The ability of operators to test employees will help keep operations running during the COVID-19 pandemic.

Adaptability of operations to comply with social distancing protocols:
The ability of operators to implement social distancing measures will help keep operations running during the
COVID-19 pandemic.
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Cost Structure
Benchmarks

  Profit

Over the five years to 2020, profit, defined as earnings before interest
and taxes, has fallen due to the increase in the price of key inputs.
Furthermore, while revenue is expected to fall minimally in 2020 during
the COVID-19 (coronavirus) pandemic, profit is expected to suffer due
to the high costs of sanitation and inefficient methods to meet weekly
production capacity. While there is an increased demand of products
and operators are considered essential, to stay operational while meet
coronavirus related health codes is expected to increase costs. This
includes labour, personal protective equipment, sanitation and other
expenses. Furthermore, IBISWorld expected supply chain disruptions,
potential shutdowns and government measure to further diminish profit
in 2020. Consequently, profit has fallen in 2020. Furthermore,
commodity prices of important crops, such as wheat, soybeans and
corn, increased dramatically during the previous period due to a
continent-wide drought that struck Canada and the United States.
However, later during the current period, commodity prices have
steadily risen. Nevertheless, earnings have been encouraged by
growing demand for meat products overseas which has and will likely
continue to provide steady demand for industry products. IBISWorld
estimates that profit is expected to account for 3.6% of industry revenue
in 2020, down from 8.1% in 2015. Nonetheless, profit is expected to
rebound in 2021 and stay steady over the outlook period to 2025.
However, due to the escalating trade wars between the United States
and many trade partners, it is uncertain how industry profit will be
influenced.
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  Wages

Wages are estimated to account for 7.0% of industry revenue in 2030,
up from 6.2% of revenue in 2015. Wages trends tend to vary depending
on the product segment within the industry. For example, wages for
animal feed producers have exhibited a steady downward trend over
the five years to 2020 as production methods have become more highly
mechanized. This contrasts with the pet food segment, in which wages
have risen due to increased demand for more sophisticated products.
The industry has begun hiring highly skilled engineers and chemists
capable of formulating expensive specialty food products, due to
increased importance of research and development during the period.
This is due to the trend of pet owners spending more on pets for higher
quality food. Therefore, many companies are focusing and investing in
these higher paid employment areas. Due to these trends, industry
wages have grown while industry revenue has slightly fell over the past
five years.

 

  Purchases

Purchases make up the largest percentage of costs. Prices for key
production inputs, such as corn, soybeans, oilseeds, wheat and other
grains, are the primary drivers of overall purchasing costs. Other raw
materials required for feed manufacturing include paperboard
containers and plastic packaging, especially for pet foods sold to
consumer markets. Over the five years to 2020, the ratio of purchases
to revenue has increased, primarily due to the volatility in the price of
crop inputs used in feed production. IBISWorld expects industry
purchases to account for 66.6% of industry revenue in 2020, up from
62.4% of revenue in 2015.

 

  Marketing

In 2020, marketing accounts for 1.0% of revenue because animal-feed
producers, which generates the most industry revenue, make fewer
investments in promotion and advertising than pet food producers.
Animal feed producers' products are used as primary inputs in
intermediate markets, such as livestock and cattle farming, so there is
less of a need to aggressively promote their products.
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  Depreciation

Depreciation has remained steady over the past five years. In 2020,
depreciation is expected to account for 1.9% of industry revenue.

 

  Rent

Rent costs are expected to account for 1.4% of industry revenue in
2020.

 

  Utilities

Utilities costs have gone down over the past five years due to
technological advances that have provided more production
efficiencies. Utilities accounts for 1.6% of industry revenue in 2020.

 

  Other Costs

Other expenses are expected to account for 16.9% of industry costs in
2020. Other costs that can significantly affect the industry's profitability
include overhead expenses, such as distribution and research and
development costs. Collectively, these costs have remained steady as
a share of revenue over the past five years.
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Basis of
Competition

Competition in this industry is    High and the trend is Steady

  INTERNAL COMPETITION

Operators in the Canadian Animal Feed Production industry traditionally
compete based on price because most products are homogeneous.

Price is an important determinant in demand for pet foods at the retail level. Regarding low-grade, generic brands,
consumers are highly sensitive to changes in price, but less so for high-quality brands, which they believe are
essential for their pets' well-being. For feed producers, a large portion of demand comes from small- to medium-
sized livestock industries, which are highly sensitive to changes in price.

The importance of branding varies among producers within the industry. For instance, animal feed producers'
products are used as primary inputs in intermediate markets, such as livestock and cattle farming, meaning there is
less of a need to aggressively promote their products. Conversely, producers supplying finished products, such as
pet foods, to supermarkets and grocery stores must compete with strong, household brand names and, therefore,
need to invest in marketing and promotional initiatives. The perceived quality of a product or brand will likely decide
the price consumers are willing to pay for it. Brand-loyal customers are less sensitive to price changes for products
they believe to be of superior quality.

Given increased awareness of the nutritional requirements of their livestock, farmers are demanding healthier feed
that is produced using high-quality ingredients. Advanced safety precautions, as mandated by the Canadian Food
Inspection Agency, ensure that the animals consuming the feed are healthier and fit for consumption. Brands that
cater to these nutritional requirements and are affordable will likely realize the highest demand.

Developing and maintaining strong relationships with key buyers is also a critical area of competition. The ability to
secure optimal grocery store and supermarket shelf space has conventionally set market leaders in the pet food
segment apart from their competitors because they are the most visible to consumers. Additionally, the ability of
feed producers to secure contracts with key demand industries provides a steady demand stream, which is
important to their success.

EXTERNAL COMPETITION

Since the Canadian Animal Feed Production industry does not have any
direct substitutes, it does not directly compete with other industries.

However, imports from other countries are estimated to satisfy a substantial 17.5% of domestic demand in 2020.
Canada's largest competitors internationally are the United States and China, together accounting for 90.3% of all
Canadian imports of animal feed. For more on import competition within the industry, see the International Trade
section.

Barriers to
Entry

Barriers to Entry in this industry are    Low and the trend is Steady
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  Barriers to entry in the Animal Feed Production industry in
Canada are relatively low and depend on the scale of
production an entrant pursues. The scale of production
defines the levels of capital, technology, labour and
enterprise required to commence operations. US food
production is generally characterized by large volume.
Most food products have low per unit values, making
economies of scale necessary to reduce average per-unit
costs. Producers wishing to enter the market are
anticipated to need to manufacture products at a rate
similar to their established competitors to effectively
compete with them.

Regardless of scale, the capital investment needed to set
up certain industry operations can act as a primary barrier
for new participants. Generally, producing animal feed is
capital intensive and requires substantial initial
investments in machinery, technology and mechanization.
If new entrants are unable to afford these initial capital
investments, they likely will not be able to enter the
industry. New pet food entrants also experience strong
competition against existing companies that have
invested heavily in branding, promotion, distribution and
developing strong relationships with suppliers and
customers.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    Low and the trend is Steady

  Smaller producers in the Animal Feed Production industry in Canada lack the resources to compete outside Canada or
even their regional markets, whereas major players including Nutreco NV (Nutreco) and Cargill Inc. (Cargill) have strong
overseas presence. For example, Nutreco operates over 100 plants worldwide and Cargill employs more than 130,000
people across 65 countries. Such corporations can vertically integrate their operations while achieving economies of
scale and scope to fund global expansion.

The industry also participates in international trade, which further boosts globalization. Exports are estimated to account
for 15.9% of revenue in 2020. The United States accounts for 53.6% of exports in 2020 due to its involvement in The
North American Free Trade Agreement. China and Russia and account for the next largest shares of industry exports, at
11.3% and 3.6%, respectively, in 2020 due in large part to their proximity to Canada across the Pacific and their relatively
small domestic livestock production and ancillary industries. The Animal Feed Production industry is expected to continue
to globalize as a host of new consumers from emerging market countries increase global demand for meat.
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Major Companies

Major Players Nutreco NV

Market Share: 5.5%

  Founded in 1994, Nutreco NV (Nutreco) is an international animal feed manufacturer headquartered in Amersfoort,
Netherlands. The company has more than 100 production plants in more than 37 countries worldwide, including the
Netherlands, the United Kingdom, the United States, Italy, Germany, Spain, China, Mexico and Brazil. Nutreco
employs close to 12,000 employees across several business units. Industry-specific segments include the
company's Shur-Gain and Landmark Feed brands, which are active in Canada and the United States. Nutreco
markets its products to a variety of customers including animal and fish farmers, operators in the feed industry,
integrators and distributors. According to the company's 2018 annual report, Nutreco holds the leading position in
animal nutrition and aqua feed. In June 2017, the operator strengthened its position in North America by acquiring
Hi-Pro Feeds, a manufacturer and distributer of high-performance animal feed.

Nutreco's Canadian operations focus on two types of animal feed production. First, the company manufactures
compound feeds for farm animals, such as pigs, poultry and cattle, through its Shur-Gain and Landmark Feeds
plants. Shur-Gain operates in the central and eastern regions of Canada and New York. Landmark Feeds operates
in western Canada. Together, these divisions produce various premixes, concentrates, compound feed, feed
specialties, pet food and animal health products through 12 feed and premix manufacturing facilities for swine, beef
and dairy cattle and poultry. These facilities have an estimated annual sales volume of 1.1 million tonnes of food.
Nutreco also produces and delivers a variety of fish and shrimp feed for more than 60 species of farm-fed fish and
shrimp through its Skretting business division.

In recent years, the company has focused on developing new lines of high value-added nutritional solutions for the
premix, feed specialties and fish feed sectors. Nutreco is also focused on expanding its presence in growth
geographies in Latin America, Russia, Asia and Africa. Nutreco is positioning itself to take advantage of a growing
consumer base in emerging markets that are demanding more meat. Its strategy moving forward is to align its
production and exports to focus on markets in Brazil, Chile, Mexico, China and other rapidly growing nations.
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Financial performance

Inputs for animal feed have been particularly volatile over the five years to 2020 due to volatile changes in global
weather patterns and steady demand for staple crop use in biofuels. In particular, commodity prices skyrocketed
during the beginning of the period, as a series of droughts overtook North America. In turn, company earnings fell in
2014 as the company reduced its prices. However, the compound feed market in Canada is regulated to maintain a
stable quota of poultry and dairy, which has helped provide Nutreco with steady demand for its compound feeds
during the period. Furthermore, raw material costs for feed fell in 2014 due to a significant increase in the supply of
wheat, maize and soybeans, enabling Nutreco to recoup lost income. IBISWorld expects the company's Canadian
segment to increase at an annualized rate of 2.6% to $521.1 million over the five years to 2020. However, due to
volatility, company profit, defined as earnings before interest and taxes, is expected to decline at an annualized rate
of 18.0% to $7.3 million over the five years to 2020.

 
Nutreco NV (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 459.2 N/C 19.7 N/C
2016 487.4 6.1 18.2 -7.6
2017 519.4 6.6 13.1 -28.0
2018 548.3 5.6 16.7 27.5
2019 508.8 -7.2 8.1 -51.5
2020 521.1 2.4 7.3 -9.9

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from EUR to CAD)

Other Companies Nestle Purina PetCare

  Market Share: 4.5%
  Nestle Purina PetCare (Nestle Purina) is the pet food division of Nestle SA, a multinational company and the world's

largest food producer, founded in 1866 and headquartered in Vevey, Switzerland. Nestle SA has an estimated
308,000 employees and manufactures chocolate, nonchocolate confectionery, beverages, dairy and pet food
products that are sold across more than 190 countries. The company operates in seven product segments that
include powdered and liquid beverages, water, milk products and ice cream, nutrition and healthcare, prepared
dishes and cooking aids, confectionery and pet care. Nestle operates in the Animal Feed Production industry in
Canada through its subsidiary, Nestle Purina PetCare. Within Canada, this division employs about 600 people. The
division's Canadian headquarters are in Mississauga, ON, with regional sales offices in Calgary, AB, and Lava, QC.
Pet food manufacturing takes place in plant facilities in Mississauga, ON, and Innisfail, AB. The company's
Canadian operations produce several Purina pet food brands including Beneful, Purina ONE, SmartBlend, Puppy
Chow, Dog Chow, Cat Chow and Pro Plan. Over the five years to 2020, Nestle's performance has been smooth.
However, the company's industry-relevant revenue took a nosedive just prior to the period due to reduced consumer
spending on pet care products. However, revenue growth resumed in 2013 due to strong performances in its
Friskies, Fancy Feast and Beneful brands. Strong performance in these brands was a result of added flavours and
increased advertising. In 2020, IBISWorld estimates that Nestle Purina will likely generate $424.6 million in industry-
relevant revenue.

Ridley Inc.

  Market Share: 3.0%
  Headquartered in Mankato, MN, Ridley Inc. (Ridley) is one of North America's largest animal nutrition businesses.

The company was founded in 1994 as a subsidiary of Alltech Inc. after the company's acquisition of Winnipeg-based
Feed-Rite, a livestock and poultry feed manufacturer. Ridley has grown substantially since its founding, largely
through the acquisition of numerous animal nutrition businesses in Canada and the United States. In 2019, the
company now employs more than 700 people with production facilities in 41 locations across Canada and the United
States. Ridley focuses its manufacturing on animal nutrition products, including formulated complete feeds,
premixes, feed supplements, block supplements, animal health products and feed ingredients. Ridley markets its
products primarily to livestock and poultry breeders and growers that produce meat, dairy and poultry products used
for production of consumer foods. Although the company is primarily located in Canada, Ridley sells most its
products to core market areas in the upper Midwestern United States. The company operates through three
segments that include Hubbard Feeds, Ridley Block Operations and Ridley Feed Ingredients. In 2012, the company
announced a major merger with Masterfeeds LP, which helped it achieve the position of second-largest compound
feed producer in Canada. Through the acquisition, Ridley gained access to 22 feed manufacturing plants with more
than 500 employees spanning Quebec, Ontario, Alberta, Manitoba and Saskatchewan. The company now maintains
noncontrolling equity interests in Masterfeeds LP. In 2012, the company continued to expand its revenue base by
acquiring Stockade Brands Inc. for $5.7 million. IBISWorld estimates that Ridley is expected to control 3.0% of
industry market share and generate $279.7 million in industry-relevant revenue in 2020.

Archer Daniels Midland Company
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  Market Share: 1.7%
  Archer Daniels Midland Company (ADM) is one of the world's largest processors of oilseeds, corn, wheat, cocoa

and other agricultural commodities and is a leading manufacturer of protein meal, vegetable oil, corn sweeteners,
flour, biodiesel, ethanol and other value-added food and feed ingredients. ADM also operates an extensive global
grain elevator and transportation network, which enables it to procure, store, clean and transport agricultural
commodities, as well as processed agricultural commodities. The company processes crops into foodstuffs for both
animal and human consumption. In Canada, ADM sources, stores, transports and processes a variety of crops,
including wheat, cocoa and oilseeds at its 42 facilities manned by more than 1,000 employees. Industry-specific
revenue is derived through the company's operations in two of its oilseeds processing facilities and its Alliance
Nutrition subsidiary. Located in Windsor, ON, and Lloydminster, AB, the company's oilseed plants crush soybeans
and canola for various food and animal feed uses. ADM's Alliance Nutrition subsidiary produces numerous
nutritional premixes and supplements for animal feeds. Located in Woodstock, ON, and Lethbridge, AB, these
operations include a premix plant, a feed-additive blending plant, a feed mill and a warehouse. Over the five years to
2020, ADM has been well positioned to capitalize on rising demand for meat across the developing world. The
company has used its vast global feed transportation system to take advantage of new global revenue streams.
These international linkages have proven increasingly important for the company's Canadian operators, which
export some shares of product overseas to foreign meat producers. In 2020, IBISWorld estimates ADM controls
1.7% of industry market share by generating an expected $156.9 million in industry-relevant revenue.

Cargill Inc.

  Market Share: 1.5%
  Cargill Inc. (Cargill) is a privately held multinational corporation headquartered in Wayzata, MN. Founded in 1865,

Cargill primarily engages in trading, purchasing and distributing grain and other agricultural commodities, including
animal feed. The company operates facilities across the world in the Asia Pacific, Africa, Central America and the
Caribbean, Europe, the Middle East and North America. With more than 142,000 employees, Cargill is the largest
privately held company and one of the top 10 largest overall companies in the United States. Cargill operates its
industry-relevant segments in Canada through its animal nutrition division in eastern and western Canada. These
businesses provide animal nutrition products and management consultation services to commercial livestock
producers and companion animal sectors. Its Canadian division operates under several brands including Cargill and
Nutrena. Cargill's animal nutrition division in western Canada operates in Alberta, Saskatchewan and Manitoba. This
branch provides customized animal productivity solutions to commercial producers across the region through the
company's Nutrena brand, which was one of the first to offer customized nutrient-based feeds by species line. Over
the five years to 2020, the company has made various acquisitions that have greatly altered the domestic Animal
Feed Production industry. For example, in 2015, the company acquired the assets of Norwegian feed producer
EWOS for an estimated $1.5 billion. IBISWorld anticipates Cargill will likely generate $142.6 million in industry-
relevant revenue in 2020.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  Operators in the Animal Feed Production industry in
Canada require a medium to high level of capital
investment because production requires machines to
process inputs, manufacture the products and package
them. As more companies rely on machinery to automate
processes, they endure more wear and tear and must be
replaced. For every $1.00 spent on wages, companies
spend $0.28 on capital in 2020.

All the industry's major players have undertaken a
significant amount of capital expenditures in recent years.
For example, in 2013, Cargill Inc. invested over $2.4 billion
on efforts to modernize its facilities to increase production
efficiencies and reduce the price of its animal feed
products. However, capital intensity varies considerably
regarding the size of the producer. Small- to medium-sized
facilities generally have a smaller capital-to-labour ratio
because they lack the resources to invest in expensive
technology and equipment. Therefore, they rely on more
labour to increase production volumes.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Low Rate of
Innovation

Unlikely A ranked measure for the number of patents
assigned to an industry. A faster rate of new
patent additions to the industry increases the
likelihood of a disruptive innovation occurring.

High Innovation
Concentration

Likely A measure for the mix of patent classes
assigned to the industry. A greater
concentration of patents in one area increases
the likelihood of technological disruption of
incumbent operators.

High Ease of Entry Likely A qualitative measure of barriers to entry.
Fewer barriers to entry increases the
likelihood that new entrants can disrupt
incumbents by putting new technologies to
use.

Very High Rate of Entry Very Likely Annualized growth in the number of
enterprises in the industry, ranked against all
other industries. A greater intensity of
companies entering an industry increases the
pool of potential disruptors.

Medium Market
Concentration

Potential A ranked measure of the largest core market
for the industry. Concentrated core markets
present a low-end market or new market entry
point for disruptive technologies to capture
market share.

  The rate of new patent technologies entering the industry is low, which limits the potential for innovations. A low rate does
not mean that innovations cannot occur, just that the likelihood of some innovation materializing as a threat is lower.
However, the concentration of technologies is high in this industry. This suggests that industry operators have exposure to
potentially unforeseen areas of innovation.

This technology trend is underscored by structural factors that support new entrants. An accommodative structure can
create a situation where small entrants can focus on less profitable albeit innovative industry entry points. Or, large
operators in other industries can leverage expertise in other areas to enter the industry from a new angle.

The most relevant disruptive force in the Canadian Animal Feed Production
industry has been the increasing use of antibiotics added to grain and feed as
a growth stimulant for all meat-producing animals.

While these supplements work by improving both the feed efficiency and growth rate of animals, they, along with other
hormones used, have become increasingly controversial over the five years to 2019. Supplemental hormones are regularly
infused into animal feeds to increase feed efficiency, carcass quality and the rate of muscle development in farm animals.
As consumers pay closer attention to the treatment and health of the animals that provide their meat products, using these
methods to create the feed has become increasingly unpopular and has led to a challenge for the industry. Additionally, the
overuse of these antibiotics and hormones by farmers has led to a rise in antibiotic-resistant bacteria with outbreaks of
disease that savage farms. Between the growing negative public opinion of these practices and the risk of disease
outbreak, industry operators must weigh both the positive and negative effects of this practice.

The level of technology change is    Medium

  Animal feed and pet food ingredients

Operators in the Animal Feed Production industry in Canada have invested
considerable research and development into the production of new
ingredients and formulas for animal feeds and pet food.
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Antibiotics are routinely added to grain and feed as a growth stimulant for all meat-producing animals, including livestock,
pigs and poultry. These supplements work by improving both the feed efficiency and growth rate of animals. They also
reduce the rate of methane production in livestock. Hormones have recently become particularly controversial due to their
contribution to the rise of antibiotic-resistant bacteria. Outbreaks of disease due to the collective overuse of antibiotics have
often been detrimental to farmers. Supplemental hormones are also commonly infused into animal feeds to increase feed
efficiency, carcass quality and the rate of muscle development in farm animals. Concerns surrounding the use of hormones
are similar to those surrounding the use of antibiotics.

The industry has also invested in considerable technological advancements in pet food ingredients, particularly in specialty
segments. The humanization of some pets by pet owners has inspired producers to develop a wide variety of grain free and
low carbohydrate pet foods. These products have created a trend that has drawn many consumers away from commercial
pet food. Other specialty pet foods contain varying amounts of extra vitamins and supplements meant to improve the health
of pets.

Environmental sustainability

Environmental waste and discharge became an area of increasing focus over
the five years to 2019.

Given the copious amount of water the industry uses, research efforts sought to reduce, reuse and treat wastewater
through advanced practices and improved packaging. For example, recent packaging changes at Tyson Foods Inc.
included the use of plastic liners within corrugated boxes, high density polyethylene plastic totes and the substitution of
foam food-packaging containers with those free from chlorofluorocarbons, reducing ozone depletion.

Safety initiatives

With respect to the production process, developments in process piping and
agitator seals ensure continuous, contamination-free production.

Safety initiatives, such as preventive maintenance, ensure the operational reliability of machinery and equipment by
providing for inspection, detection and correction of incipient failures. The adoption of best practices technology and quality
assurance programs, such as hazard analysis-critical control point, the leading preventative approach to food safety, has
further helped the industry keep up its reputation and credibility.

Revenue
Volatility

The level of volatility is    Medium

  The Animal Feed Production industry in Canada has exhibited a low to
moderate level of revenue volatility over the five years to 2020.
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Industry revenue volatility is primarily driven by fluctuations in the price of inputs. Fluctuations are further amplified by
energy and oil prices, average household income and changes in downstream demand. The supply and prices of most key
inputs, such as corn, wheat, oilseeds, soybeans and feed grains, have fluctuated greatly over the past five years. Weather
conditions, such as droughts, hurricanes and floods, result in pricing fluctuations for such commodities. In response to
higher input prices, animal feed producers have boosted feed prices, which can lower demand and hurt industry revenue.
Sales of animal feed decreased during the period, due to declines in revenue in 2016 and 2017 when revenue declined
4.5% and 2.8%, respectively, due to volatile inputs that are dependent on global weather patterns.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

The Canadian Food Inspection Agency (CFIA) regulates livestock feeds
manufactured and produced by the Canadian Animal Feed Production industry
and sold in Canada to ensure that they are safe and labelled appropriately.

Regulatory guidelines, which the industry enforces, help standardize labelling, the prohibition of certain food mixtures in
feeds, bans on certain feed enhancements, the use of veterinary drugs in livestock feeds and contaminants in feeds. The
agency also regulates imports of pet food and related products. This is done to protect against the spread of foreign animal
diseases that can pose a risk to Canada's food supply and public health. However, the CFIA does not regulate pet food that
is manufactured in Canada and sold domestically.

Pet food in Canada is subject to various federal and international regulations. For example, the government of Canada
enhanced animal health safeguards, implemented in July 2007, ensures that all pet food is free of potentially harmful
ingredients that could put pets at health risk. The Consumer Packaging and Labelling Act and the Competition Act,
administered by Industry Canada, requires pet food producers use consistently accurate pet food labels and that the
Canadian consumer clearly understands the contents of each package of pet food.

Industry
Assistance

The level of industry assistance is    Medium and the trend is Steady

Canada uses a supply management policy to control the price of its milk,
cheese, eggs and poultry, which is implemented by the Animal Feed
Production industry in Canada.

The industry heavily controls the production of these products by limiting the amount producers can manufacture every
year, as well as the number of products that can be imported. Restricting supply helps farmers maintain high prices but can
hurt industry operators. However, the supply managed quota system does provide relatively stable feed demand from those
industries that fall under its jurisdiction.

Several nonprofit trade associations help the industry. For example, the Animal Nutrition Association of Canada (ANAC)
advocates on behalf of the animal feed industry with government regulators. ANAC also manages the FeedAssure
program, which provides a comprehensive hazard identification and control system to help producers meet standards
established under the Canadian Food Inspection Agency's Food Safety Enhancement Program. Pet food producers are aid
the industry by the Pet Food Association of Canada (PFAC), which comprises pet food manufacturers and the companies
that supply materials or services to producers. PFAC provides news, advocacy and information for its members on industry
issues, such as regulation through its website and forums.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)
Price of feed

(Index)
2011 8,204 1,087 633 515 8,334 672 901 472 8,434 88.8
2012 8,715 1,101 625 512 8,598 747 966 496 8,934 100.0
2013 9,533 1,256 708 577 9,333 877 1,028 551 9,684 103
2014 9,697 1,461 656 541 8,713 976 1,082 573 9,803 98.0
2015 10,125 1,613 646 538 10,198 1,195 1,224 628 10,153 97.7
2016 9,672 1,544 628 523 10,137 1,179 1,246 646 9,739 96.5
2017 9,403 1,331 637 530 9,964 1,212 1,288 627 9,479 94.6
2018 9,647 1,352 639 532 10,363 1,170 1,288 663 9,765 102
2019 9,485 1,436 633 528 10,374 1,293 1,468 639 9,660 104
2020 9,424 1,157 633 528 10,395 1,494 1,680 639 9,610 105
2021 9,510 1,364 629 525 10,476 1,482 1,735 644 9,762 106
2022 9,589 1,378 629 524 10,587 1,490 1,757 650 9,856 108
2023 9,632 1,387 629 524 10,626 1,493 1,771 653 9,909 109
2024 9,675 1,393 630 525 10,674 1,496 1,785 656 9,964 110
2025 9,717 1,396 630 525 10,725 1,499 1,798 659 10,016 111

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
Price of
feed (%)

2011 9.20 -1.40 -1.71 -0.97 3.66 5.11 7.21 2.94 9.32 15.3
2012 6.22 1.27 -1.27 -0.59 3.16 11.3 7.16 5.02 5.93 12.6
2013 9.38 14.0 13.3 12.7 8.54 17.3 6.48 11.1 8.40 3.20
2014 1.71 16.3 -7.35 -6.24 -6.65 11.3 5.22 4.15 1.22 -5.04
2015 4.41 10.4 -1.53 -0.56 17.0 22.5 13.1 9.59 3.57 -0.31
2016 -4.48 -4.26 -2.79 -2.79 -0.60 -1.35 1.86 2.76 -4.08 -1.23
2017 -2.79 -13.8 1.43 1.33 -1.71 2.77 3.34 -2.99 -2.67 -1.97
2018 2.59 1.60 0.31 0.37 4.00 -3.48 -0.02 5.77 3.02 8.24
2019 -1.68 6.24 -0.94 -0.76 0.10 10.6 14.0 -3.66 -1.08 1.07
2020 -0.64 -19.5 0.00 0.00 0.20 15.5 14.4 0.03 -0.51 1.44
2021 0.90 17.9 -0.64 -0.57 0.77 -0.77 3.26 0.81 1.58 1.23
2022 0.83 1.01 0.00 -0.20 1.05 0.50 1.28 1.00 0.96 1.59
2023 0.44 0.64 0.00 0.00 0.36 0.20 0.78 0.38 0.54 1.20
2024 0.45 0.44 0.15 0.19 0.45 0.21 0.79 0.45 0.55 0.91
2025 0.43 0.22 0.00 0.00 0.47 0.19 0.76 0.45 0.53 0.90

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

Employees per
estab.
(Units) Average Wage  ($)

2011 13.3 10.7 8.18 984 5.75 13.2 56,623
2012 12.6 10.8 8.57 1,014 5.69 13.8 57,641
2013 13.2 10.6 9.20 1,021 5.77 13.2 58,984
2014 15.1 11.0 10.1 1,113 5.91 13.3 65,810
2015 15.9 12.1 11.8 993 6.21 15.8 61,620
2016 16.0 12.8 12.2 954 6.68 16.1 63,707
2017 14.2 13.6 12.9 944 6.66 15.6 62,876
2018 14.0 13.2 12.1 931 6.87 16.2 63,949
2019 15.1 15.2 13.6 914 6.73 16.4 61,548
2020 12.3 17.5 15.9 907 6.78 16.4 61,443
2021 14.3 17.8 15.6 908 6.77 16.7 61,464
2022 14.4 17.8 15.5 906 6.78 16.8 61,434
2023 14.4 17.9 15.5 906 6.78 16.9 61,444
2024 14.4 17.9 15.5 906 6.78 16.9 61,448
2025 14.4 18.0 15.4 906 6.78 17.0 61,436

Figures are inflation adjusted to 2020
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Additional Resources
Additional
Resources

Statistics Canada
http://www.statcan.gc.ca

Animal Nutrition Association of Canada
http://www.anacan.org

Pet Food Association of Canada
http://www.pfac.com

Industry Jargon ANTIBIOTICS
An agent that either kills or inhibits the growth of a microorganism.

GROWTH HORMONE
A peptide hormone that stimulates growth, cell reproduction and regeneration in humans and other animals.

PROBIOTIC
A live microorganism thought to be healthy for the host organism.

Glossary BARRIERS TO ENTRY
High barriers to entry mean that new companies struggle to enter an industry, while low barriers mean it is easy for
new companies to enter an industry.

CAPITAL INTENSITY
Compares the amount of money spent on capital (plant, machinery and equipment) with that spent on labour.
IBISWorld uses the ratio of depreciation to wages as a proxy for capital intensity. High capital intensity is more than
$0.333 of capital to $1 of labour; medium is $0.125 to $0.333 of capital to $1 of labour; low is less than $0.125 of
capital for every $1 of labour.

CONSTANT PRICES
The dollar figures in the Key Statistics table, including forecasts, are adjusted for inflation using the current year (i.e.
year published) as the base year. This removes the impact of changes in the purchasing power of the dollar, leaving
only the "real" growth or decline in industry metrics. The inflation adjustments in IBISWorld’s reports are made using
Statistics Canada's implicit GDP price deflator.

DOMESTIC DEMAND
Spending on industry goods and services within Canada, regardless of their country of origin. It is derived by adding
imports to industry revenue, and then subtracting exports.

EMPLOYMENT
The number of permanent, part-time, temporary and casual employees, working proprietors, partners, managers
and executives within the industry.

ENTERPRISE
A division that is separately managed and keeps management accounts. Each enterprise consists of one or more
establishments that are under common ownership or control.

ESTABLISHMENT
The smallest type of accounting unit within an enterprise, an establishment is a single physical location where
business is conducted or where services or industrial operations are performed. Multiple establishments under
common control make up an enterprise.

EXPORTS
Total value of industry goods and services sold by Canadian companies to customers abroad.

IMPORTS
Total value of industry goods and services brought in from foreign countries to be sold in Canada.

INDUSTRY CONCENTRATION
An indicator of the dominance of the top four players in an industry. Concentration is considered high if the top
players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
than 40%.

INDUSTRY REVENUE
The total sales of industry goods and services (exclusive of excise and sales tax); subsidies on production; all other
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operating income from outside the firm (such as commission income, repair and service income, and rent, leasing
and hiring income); and capital work done by rental or lease. Receipts from interest royalties, dividends and the sale
of fixed tangible assets are excluded.

INDUSTRY VALUE ADDED
The market value of goods and services produced by the industry minus the cost of goods and services used in
production. IVA is also described as the industry's contribution to GDP, or profit plus wages and depreciation.

INTERNATIONAL TRADE
The level of international trade is determined by ratios of exports to revenue and imports to domestic demand. For
exports/revenue: low is less than 5%; medium is 5% to 20%; and high is more than 20%. Imports/domestic demand:
low is less than 5%; medium is 5% to 35%; and high is more than 35%.

LIFE CYCLE
All industries go through periods of growth, maturity and decline. IBISWorld determines an industry's life cycle by
considering its growth rate (measured by IVA) compared with GDP; the growth rate of the number of establishments;
the amount of change the industry's products are undergoing; the rate of technological change; and the level of
customer acceptance of industry products and services.

NONEMPLOYING ESTABLISHMENT
Businesses with no paid employment or payroll, also known as nonemployers. These are mostly set up by self-
employed individuals.

PROFIT
IBISWorld uses earnings before interest and tax (EBIT) as an indicator of a company’s profitability. It is calculated as
revenue minus expenses, excluding interest and tax.

REGIONS
Prairies | AB, SK, MB
Atlantic | NB, NS, PE, NL
Territories | YT, NT, NU

VOLATILITY
The level of volatility is determined by averaging the absolute change in revenue in each of the past five years.
Volatility levels: very high is more than ±20%; high volatility is ±10% to ±20%; moderate volatility is ±3% to ±10%;
and low volatility is less than ±3%.

WAGES
The gross total wages and salaries of all employees in the industry.
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