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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:

· Demand for products supplied by the Canadian Margarine and Cooking Oil Processing industry is not expected to
decrease dramatically amid the COVID-19 (coronavirus) pandemic as the industry produces staple products that are
required for cooking. For more detail, please see the Demand Determinants chapter.

· The industry's level of concentration is expected to grow amid the pandemic as the few vertically integreated
companies have a more diverse customer base and are more able to navigate tough economic times. For more
detail, please see the Market Share Concentration chapter.

· Industry profitability is expected to fall amid the coronavirus pandemic as a result of tough economic conditions,
which reduced sales, despite increasing prices. For more detail, please see the Cost Structure Benchmarks chapter.
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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 Operators in the Margarine and Cooking Oil Processing industry in Canada produce cooking oil, shortening and

margarine. Activities include wet-milling corn and vegetables, crushing oilseeds and tree nuts, refining and blending
cooking oils and blending purchased animal fats with vegetable fats.

Major Players Bunge Limited

Archer Daniels Midland Company

Cargill

Main Activities The primary activities of this industry are:

Margarine manufacturing

Vegetable oil, meal or cake manufacturing

Edible oils or fats blending and manufacturing

Deodorized vegetable oil manufacturing

Starch manufacturing

Refined tallow manufacturing

Refined lard manufacturing

The major products and services in this industry are:

Oilseed processing

Wet corn milling

Fat and oil refining and blending
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Supply Chain

SIMILAR INDUSTRIES

Soybean Farming in Canada Corn Farming in Canada Plant & Flower Growing in
Canada

Flour Milling in Canada

Other Food Manufacturing In
Canada

     

     

RELATED INTERNATIONAL INDUSTRIES

Margarine & Cooking Oil
Processing in the US

Olive Oil Production Cooking Oil Recycling High Fructose Corn Syrup
Production

Cooking Oil and Margarine
Manufacturing in Australia

Cooking Oil Production in China Oil & Fat Production in the UK  
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Industry at a Glance
Key Statistics

$10.0bn
Revenue

Annual Growth

2016–2021

1.4%

Annual Growth

2021–2026

-0.1%

Annual Growth

2016–2026

 

$609.2m
Profit

Annual Growth

2016–2021

-0.2%

  Annual Growth

2016–2021

 

6.1%
Profit Margin

Annual Growth

2016–2021

-0.5pp

  Annual Growth

2016–2021

 

92
Businesses

Annual Growth

2016–2021

1.4%

Annual Growth

2021–2026

0.9%

Annual Growth

2016–2026

 

3,086
Employment

Annual Growth

2016–2021

-1.3%

Annual Growth

2021–2026

0.0%

Annual Growth

2016–2026

 

$255.5m
Wages

Annual Growth

2016–2021

-1.6%

Annual Growth

2021–2026

0.0%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

2.0%
Demand from food manufacturing

1.3%
Consumer spending

1.5%
Canadian effective exchange rate
index

4.8%
World price of soybeans

 
Industry Structure

POSITIVE IMPACT

  Barriers to Entry
High / Steady

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Industry Assistance
Medium / Steady   Regulation & Policy

Medium / Steady

  Technology Change
Medium

NEGATIVE IMPACT

  Capital Intensity
High   Concentration

High

  Industry Globalization
High / Steady   Competition

High / Steady

 

Key Trends

 Large industry players have taken advantage of higher
levels of consumption

 Increased input prices have caused the industry's
manufacturers to raise final product prices

 Industry employment has fallen as corporations build new
facilities that require fewer labour inputs

 The industry's level of market share concentration is
expected to remain high and stable

 The industry's average wage is expected to remain high, but
stagnant

 The depreciation of the loonie will likely cause exports to
become less expensive

 Industry profit has fluctuated, but has fallen overall due to
tough operating conditions
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Steady Barriers to Entry

  High Revenue per Employee

   

WEAKNESSES

  High Competition

  High Imports

  Low Profit vs. Sector Average

  High Customer Class Concentration

  High Product/Service Concentration

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Performance Drivers

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Low Revenue Growth (2021-2026)

  Demand from food manufacturing
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Executive Summary Slippery slope: The industry will likely contract moving forward amid a
more uncertain trade environment

The Margarine and Cooking Oil Processing industry in Canada has grown over the five years to 2021, as
enterprises have expanded their domestic operations and demand for industry products rose. The direction of the
industry is influenced by the multinational corporations that also have a presence in its supply chains and upstream
markets. Exports have grown strongly, supporting industry growth abroad, though imports experienced a similar
trend amid a sharp appreciation in the Canadian dollar in 2021, partially offsetting this trend. Additionally, the
industry was largely protected from the COVID-19 (coronavirus) pandemic as its products are essential for cooking,
which resulted in only a small revenue decline in 2020. This has been the foundation for industry expansion
alongside an aggregate increase in production capacity. Overall, industry revenue is expected to increase an
annualized 1.4% to $10.0 billion over the five years to 2021, including expected growth of 5.0% in 2021 alone as
input prices increase amid economic recovery from the pandemic.

The versatility of soybeans, canola and corn has enabled operators to continuously innovate and keep up with
consumption trends. Modern oil and margarine processors are increasingly developing products that are nutritious,
flavourful and often organic to appeal to health-conscious consumers. High oleic acid oils are more recent creations
that are gaining popularity for their health benefits, including no trans-fat and extended shelf lives without the need
for hydrogenation or modification. This has aided domestic demand, as has the significant increase in Chinese
consumption of Canadian products abroad with the exception of the past year, as the Chinese government instituted
a ban on Canadian canola and soy products in early 2019 that has yet to be lifted. However, strong economies and
burgeoning middle classes elsewhere in Asia have benefited the industry. Industry profit has fluctuated alongside
commodity prices, but has fallen over the past years due to tough operating conditions stemming from the
pandemic.

The industry is expected to contract over the five years to 2026 amid a more uncertain trade environment.
Additionally, health trends are expected to increasingly influence the decisions consumers make, particularly
influencing food manufacturers that want to purchase premium oils to advertise the health benefits of their products.
Accordingly, industry revenue is forecast to decrease an annualized 0.1% to $10.0 billion over the five years to
2026.
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Industry Performance

Key External
Drivers

Consumer spending

Consumer spending measures the level of consumption in Canada. Since most of the industry's downstream
markets are food service and food manufacturing businesses, the level of consumption tends to aid industry
revenue. When the level of consumption increases, there is a higher demand for food products and services, which
require many of the industry's products as inputs. Therefore, as consumer spending increases, revenue tends to
increase. Consumer spending is expected to rise in 2021, representing a potential opportunity for the industry.

 

World price of soybeans

Soybeans are a primary input for processing margarine and a variety of cooking oils. The price at which processors
purchase soybeans has a large influence on industry revenue and profit. When the price of soybeans increases,
inputs become more expensive, which forces many players to raise prices or experience a narrower margin.
Additionally, the world price of soybeans tends to trend with the price of other major relevant commodities such as
oilseeds and corn. The world price of soybeans is expected to increase in 2021.

 

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index is a weighted average of bilateral exchange rates comparing
the Canadian dollar with the currencies of Canada's primary trading partners. Canada is a large global player in the
exchange of margarine, cooking oils and other products made from oilseeds. The strength of the Canadian dollar
versus the currency of its trading partners has a large effect on the appeal of Canadian goods to foreign countries.
The CEER index is expected to increase in 2021, posing a potential threat to the industry.

 

Demand from food manufacturing

The food manufacturing industries represent one of the largest markets for margarine and cooking oils.
Manufacturers need this industry's products as ingredients for making their own food products and purchase them in
large quantities. Demand from food manufacturing is expected to rise in 2021.
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Current
Performance

While the products of the Margarine and Cooking Oil Processing industry
in Canada continue to evolve to improve and meet the nutritional values
of downstream consumers, these products nevertheless remain staples in
the diets of consumers across most international markets due to their
status as key ingredients regarding most food production.

This industry's main products include margarine, vegetable oil and meal, edible oil and fats and other edible
spreads. Oilseed crushing, refining and wet corn milling are among the most common processing activities of
manufacturers. These functions often require large and expensive technology, which is often remodelled to satisfy
new product demands.

The industry has experienced uneven growth over the five years to 2021 as growing demand has largely offset
volatility in input prices. The expansion of the Chinese market has aided export growth during the beginning and
middle of the period, as disposable income has improved and fuelled higher consumption levels of products such as
canola oil. Furthermore, production and crushing capacity have increased domestically during the period. Large
industry players have taken advantage of higher levels of consumption domestically and have leveraged the product
versatility oilseeds offer. Moreover, most of the industry's operations are business-to-business sales, which
supported demand prior to the COVID-19 (coronavirus) pandemic due to stable economic growth and favourable
trends. While the pandemic upended the Canadian economy, this industry did not suffer as deeply because cooking
oils are nondiscretionary purchases and upstream production difficulties led to expanding prices, protecting revenue.
Overall, industry revenue is expected to increase an annualized 1.4% to $10.0 billion over the five years to 2021,
including an increase of 5.0% in 2021 alone as commodity prices continue to rise amid economic recovery from the
pandemic.

A PROCESS

Due to consumer trends away from the consumption of many processed
products, the industry has taken steps to embrace more natural
processing in manufacturing its products.

Over the past 20 years, consumers have desired more products that are organic, shifting away from products that
use animal fats in production. These include many margarine, lard and tallow products. These shifting trends have
caused processors to develop genetically modified seeds in addition to using plants and vegetables in different ways
to make products that are more appealing to the industry's downstream consumers.

Canada is the world's leading producer and exporter of canola oil. Modern companies have all had to take part in
these new health trends to some extent, be it through their seed varieties or health-centred brands as they aspire to
be the highest-quality provider to consumers. For example, industry major player Cargill Incorporated carries a
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variety of seed, oil and shortening brands, seeking to compete on the health front, including VICTORY, InVigor
Health and Clear Valley. As much as these products continue to evolve, however, their organic roots in commodities
will likely always be present. Profit for the industry relies in large part on the prices of its main commodities, which for
this industry are soybeans, oilseeds and corn. Both oil prices and corn and oilseeds prices, as the latter two are
heavily dependent on general oil prices, are expected to have increased over the past five years. Further, the world
price of soybeans has grown as well, expanding an annualized 1.8% over the five years to 2021. Consequently,
these increased input prices have caused the industry's manufacturers to pass these costs on to downstream
consumers in the form of higher final product prices, causing industry profit to rise in turn prior to the pandemic.
However, industry profit, defined as earnings before interest and taxes, is projected to account for 6.1% of revenue
in 2021, compared with 6.6% of revenue in 2016, as the economy has not completely recovered.

DOMESTIC GROWTH AND EXPORTS

North America represents a hub for growing and processing the
commodities needed for industry products, but Canada in particular has
grown its presence as a major processor of soy, canola, corn and other
oilseeds in recent decades.

Consequently, the value of industry exports has grown, increasing an annualized 2.7% to $6.9 billion over the five
years to 2021 due to exports rising 8.2% in 2020 alone despite the coronavirus pandemic.

Imports have also expanded due to high demand for many types of oil, such as olive oil, that are not produced
domestically. This is potentially the result of an appreciating Canadian dollar as economic recovery begins, resulting
in imports increasing an expected 16.1% in 2021 alone. This has caused foreign imports to become less expensive
relative to domestic production. The value of industry imports, therefore, is anticipated to grow an annualized 5.0%
to $2.9 billion over the five years to 2021.

STRUCTURE

While the industry's concentration makes it difficult for smaller companies
to compete, demand for specialty products has created more
opportunities in the market for niche operators.

The industry's largest competitors are international companies, but the industry has also experienced slight growth
from these niche operators with smaller production scales. The number of enterprises is anticipated to grow an
annualized 1.4% to 92 companies over the five years to 2021. Moreover, crushing capacity across the industry has
increased over the past five years as more establishments are built by large and small companies. However,
industry employment has fallen an annualized 1.3% to 3,086 workers over the five years to 2021 as corporations
build new facilities that require fewer labour inputs, growing capital intensity.
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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)

World Price of
Soybeans

($ per metric
ton)

2012 7,741 1,042 74.0 54.0 3,064 5,867 2,106 227 3,981 538
2013 8,961 1,332 109 61.0 3,316 5,360 2,074 237 5,675 517
2014 8,787 1,329 111 68.0 3,309 5,036 2,263 285 6,014 458
2015 8,133 851 114 76.0 3,135 5,393 2,224 257 4,964 347
2016 9,304 1,064 115 86.0 3,287 6,017 2,284 277 5,571 363
2017 9,703 1,249 115 87.0 3,499 6,176 2,178 296 5,706 359
2018 9,671 1,140 121 89.0 2,981 6,532 2,294 240 5,433 343
2019 9,561 1,139 113 89.0 2,971 6,195 2,217 246 5,584 327
2020 9,506 665 118 90.0 2,986 6,701 2,508 246 5,313 350
2021 9,986 1,076 121 92.0 3,086 6,873 2,911 256 6,024 397
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Industry Outlook
Outlook Although global consumption growth is expected to expand demand for

the industry's products and advancements in agricultural practices are
expected to increase the efficiency and capacity of commodity
processing, the Canadian Margarine and Cooking Oil Processing industry
is expected to contract slightly over the five years to 2026.

This is primarily because the outlook remains uncertain for soybeans, and other industry input prices are expected
to decrease. For example, the price of corn is projected to decrease an annualized 0.6% over the next five years,
with the world price of crude oil, which heavily influences the price of corn, also projected to decline during the same
period. Generally, higher raw material prices correspond to revenue increases, as manufacturers pass these on to
downstream consumers in the form of higher final product prices. Lower raw material prices, therefore, do not
provide as much potential for revenue expansion.

However, demand is expected to remain relatively stable due to the nondiscretionary nature of cooking oils and
spreads for fellow food industries and consumers. The major markets for the industry are expected to stay
consistent, with manufacturers, wholesalers and food service providers remaining the top customers after exports.
Consequently, industry revenue is forecast to contract an annualized 0.1% to $10.0 billion over the five years to
2026.

EXPANSION

The industry's level of market share concentration is expected to remain
high and stable.

Consolidation activity is expected to increase slightly across the industry as larger players use their profit to make
acquisitions and fewer other companies seek to enter the promising, but cluttered playing field. Processing
commodities such as soy and corn requires heavy capital investment in machinery and equipment, which also
deters new businesses from entering the industry. Furthermore, some existing companies have cited investments in
expanding current facilities, while others, such as industry leader Bunge Limited, have built new oilseed processing
facilities in Canada in recent years due to increasing demand. As demand heightens domestically and abroad, in
addition to increased production capacity across Canada, the number of industry establishments is expected to
grow, increasing an annualized 0.7% to 125 facilities over the five years to 2026, from both new operators entering
the industry and large companies expanding their production capacity.

PREMIUM PRODUCTS

Premium oils and specialized products have been gaining popularity as
the trend of increased health consciousness among consumers
continues, encouraging innovation among processors for the future.

Demand will likely be guided by health trends among consumers and food manufacturers alike that are seeking the
least expensive inputs with the highest value. Genetically modified inputs are expensive concerning research and
development (R&D), but can provide cost-cutting sources in the long run. As a result, wages for employees are
expected to remain stagnant at $255.1 million over the five years to 2026, as industry operators choose to ramp up
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their R&D expenditure for the purpose of researching new seed varieties, possibly driven by increased demand for
biodiesel. The industry's average wage is expected to remain high, but stagnant during the same period. Industry
profit, defined as earnings before interest and taxes, is similarly projected to remain stable, accounting for 6.1% of
revenue in 2026.

RISING EXPORTS

More than 65.0% of industry operators' outputs are purchased in the form
of exports, most of which are sent to the United States.

However, despite rising Chinese consumption of industry exports during the period, early 2019 marked a slight
reversal of this trend, with the Chinese government banning all Canadian canola oil and soy exports to China,
among other embargos. This largely occurred as the byproduct of rising trade tensions between the United States
and China, but has already begun to affect industry exports. As a result, the value of industry exports is forecast to
expand an annualized 0.2% to $6.9 billion over the five years to 2026 despite a slight depreciation of the Canadian
dollar over the next five years. The depreciation of the loonie will likely cause exports to become less expensive
relative to the rest of the world, augmenting their slight increase. Meanwhile, the level of domestic demand satisfied
by foreign imports is expected to fall slightly as the product range of domestic Canadian companies expands.
Consequently, the value of imports is expected to contract an annualized 1.0% to $2.8 billion over the five years to
2026, fulfilling an anticipated 47.8% of domestic demand in 2026.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World Price of
Soybeans  ($

per metric
ton)

2021 9,986 1,076 121 92.0 3,086 6,873 2,911 256 6,024 397
2022 10,027 1,073 122 94.0 3,094 6,919 2,891 256 6,000 395
2023 10,008 1,074 123 94.0 3,095 6,924 2,855 256 5,939 395
2024 9,948 1,070 124 95.0 3,082 6,895 2,814 255 5,866 394
2025 9,919 1,067 124 95.0 3,070 6,889 2,783 254 5,812 395
2026 9,956 1,071 125 96.0 3,082 6,929 2,770 255 5,797 406
2027 9,918 1,064 126 97.0 3,082 6,916 2,736 255 5,737 407
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The industry’s products are wholeheartedly accepted by the market

The level of technological chance in the industry is insignificant

The industry has a high level of market share concentration

The Margarine and Cooking Oil Processing industry in Canada is currently in the mature stage of its economic life
cycle. IBISWorld estimates that the industry's contribution to the overall Canadian economy, as measured by the
industry's value added (IVA), will increase an annualized 0.1% over the 10 years to 2026. Comparatively, Canada's
GDP is forecast to rise at a slower annualized rate of 1.9% during the same period. Although IVA growth that is
slower than that of the broader economy typically characterizes a declining industry, there are several notable
characteristics of the industry that are consistent with a mature industry.

The industry has a high level of market share concentration that is expected to remain stable over the 10 years to
2026. Moreover, the level of technological change in the industry is insignificant, as most of its large companies
have focused on expansion rather than productivity. Also, while product portfolios within the industry are changing to
adapt to consumer trends, most of the industry's products are well-established staples among not only food
manufacturers, but also restaurants and households. Processors also benefit from full market acceptance of cooking
oil and healthy spreads. While demand for corn syrup and lard has declined due to health concerns among
consumers, producers of more organic or healthy cooking oils and spreads have benefited from successful new
product introductions and the nondiscretionary nature of these products. This type of wholehearted downstream
market acceptance, in addition to such a low level of technological development, are some of the most significant
characteristics of a mature industry.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Snack Food Production in Canada

Frozen Food Production in Canada

Cookie, Cracker & Pasta Production in Canada

Seasoning, Sauce and Condiment Production in Canada

Grocery Wholesaling in Canada

2nd Tier

Supermarkets & Grocery Stores in Canada

Food Service Contractors in Canada

Consumers in Canada

Key Selling Industries
1st Tier

Corn, Wheat & Soybean Wholesaling in Canada

Meat, Beef & Poultry Processing in Canada

Industrial Supplies Wholesaling in Canada

2nd Tier

Corn Farming in Canada

Soybean Farming in Canada

Beef Cattle Production in Canada

Hog & Pig Farming in Canada

Products & Services

  Statistics Canada's 2020 Canadian Business Patterns survey (latest data
available) breaks down the Margarine and Cooking Oil Processing
industry in Canada by the types of operations industry players perform.

The three primary operations are oilseed processing, wet corn milling and fat and oil refining and blending.

OILSEED PROCESSING

Oilseed processing is expected to account for 66.1% of industry revenue
in 2021.

Industry operators take inputs such as soybeans, canola, sunflower seeds, rapeseeds and a variety of other seeds
and nuts that can be crushed and use them to produce edible oil. Companies in this industry will also use this
product to make other products outside the industry's purview, such as biofuel, natural chemicals and lubricants and
skin care products. Livestock feed is also made from crushed soybeans and other oilseeds. This segment's share of
industry revenue has decreased over the five years to 2021.

FAT AND OIL REFINING AND BLENDING

The fat and oil refining and blending segment is expected to account for
24.6% of industry revenue in 2021.

This segment involves refining and blending vegetable and oilseed oils from purchased oils and animal fats to
customize oil consistency and contents. The segment also includes manufacturing both shortening and margarine
from fats and oils. This segment's share of revenue has increased over the past five years as demand for traditional
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products, such as margarine and cooking oil, has declined due to growing health concerns. However, processors
have successfully introduced a variety of trans-fat free products and cooking oils made with more nutritious
ingredients, such as flaxseed, to appeal to a growing health-conscious consumer base, offsetting potential decline
regarding this particular segment.

WET CORN MILLING

Wet corn milling is estimated to account for 9.3% of industry revenue in
2021.

This segment includes corn sweeteners such as glucose, dextrose and fructose; corn oil; and starches for food
consumption. It excludes ethyl alcohol and laundry starch, however, since they are not edible products. Corn
sweeteners include glucose corn syrups, dextrose and high-fructose corn syrup (HFCS). HFCS is used in many food
products, including soft drinks, sports drinks, crackers, bread, soup and cereals. Furthermore, HFCS is popular with
food manufacturers due to its affordability compared with sugar. However, growing health concerns have caused
many consumers to shun HFCS. Consequently, manufacturers have begun to eliminate HFCS from their packaged
food products. Another category in this segment is manufactured starch. Starch is commercially extracted from a
range of grains, potatoes and other crops. It can then be converted into syrup and sugar to use in food production.
Wet processing of corn byproducts, corn oil (used in at-home cooking and prepared foods) and other products make
up the remaining portions of revenue in this segment. This segment, similar to the oilseed processing segment, has
decreased as a share of revenue over the five years to 2021.

Demand
Determinants

Commodity and product price levels, consumer tastes and health trends
all contribute to demand for the Margarine and Cooking Oil Processing
industry in Canada.

Notions regarding the nutritional quality of margarine and oils and their content of high-fructose corn syrup (HFCS)
and trans fats have caused consumers to shy away from products that are traditionally known to contain these
elements. While these are concerns, the growing popularity of affordable, quick meals has also lifted demand for
plant-based cooking oils from the fast food industry. Product innovation also influences demand, as producers need
to offer products that actually appeal to consumer needs and preferences. For example, the healthy eating trend has
been driving operators to produce low trans-fat and nutrient-dense products, incorporating nontraditional and
manufactured ingredients, but the common genetic modifications of seeds can backfire and ultimately cause
consumers to shy away from such products.

The price and availability of substitute products affects demand for the industry's goods. If substitutes are more
expensive and less readily available, industry participants will benefit from an increase in demand for their goods.
For example, HFCS has historically been more affordable than sugar, driving demand for HFCS from food
manufacturers. However, price of sugar has remained stable during the period and the supposed negative health
consequences of consuming HFCS have caused some downstream customers to recently opt for sugar instead of
HFCS.

Demand for industry products is not expected to change drastically due to COVID-19 (coronavirus). Cooking oils are
staple products, essential for preparing food both in homes and in restaurants. While restaurants, a large market for
industry products, were closed to dine-in service due to social distancing requirements aimed at reducing the spread
of the virus, takeout service was still available. Additionally, demand lost from restaurants was mostly shifted to
grocery and consumers, as Canadians were forced to cook at home more often.
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Major Markets

  EXPORTS

Exports for the Margarine and Cooking Oil Processing industry in Canada
are estimated to account for 68.8% of revenue in 2021, with 62.9% of this
output going to the United States, Canada's largest trading partner.

This figure has fluctuated over the five years to 2021 alongside the foreign exchange rate, which makes it either
more or less expensive for companies to trade internationally. Exports' share of revenue is expected to increased
marginally in the coming years as production rises within Canada and domestic demand for Canadian cooking oil
increases from food manufacturers that will be experiencing increased demand from a rising population.

FOOD MANUFACTURERS

Food manufacturers, which purchase oils, spreads and corn syrup to use
as inputs for the production of other goods, including, but not limited to,
cookies, beverages, prepared meals and many additional food products,
are estimated to account for 8.9% of revenue in 2021.

Many food manufacturers have reformulated their products to reduce the oil and syrup content in them, chiefly for
the purpose of catering to the trend of rising health consciousness across Canada. Other manufacturers have turned
to industry participants that produce healthier cooking oils due to growing consumer demand for leaner and more
nutritious fats. However, this segment has nevertheless contracted as a share of revenue over the past five years
due to the public's increasing demand for freshly prepared and organic foodstuffs and other items.

GROCERY WHOLESALERS AND RETAILERS

Grocery wholesalers and retailers represent two of the most important
downstream markets for the industry and are anticipated to account for a
combined 10.9% of revenue in 2021.

While the leading processors in this industry distribute goods directly to downstream customers, smaller producers
rely on independent grocery wholesalers for the distribution of their products. This segment's share of revenue has
declined slightly over the past five years, however, as large grocery store chains have increasingly bypassed
grocery wholesalers in a trend known as disintermediation to source goods directly from the industry's processors.
This has mainly been done to reduce purchase costs. This trend is anticipated to increase over the five years to
2026 as more retailers, including large supermarket and wholesale club chains, are anticipated to cut out grocery
wholesalers when it comes to sourcing product, expanding their share of revenue and decreasing the share of
grocery wholesalers in relation to the Canadian cooking oil industry.

FOOD SERVICE PROVIDERS

Food service providers, which include fast food and sit-down restaurants,
are expected to account for 11.4% of revenue in 2021.

Demand from fast food restaurants and other chain restaurants has steadily increased over the past five years, as
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consumers sought affordable, convenient meals. As per capita disposable income levels rose, more of the industry's
downstream consumers began to dine out at full-service restaurants in turn. Consequently, this segment's share of
the downstream market for industry goods has increased over the past five years.

International Trade Exports in this industry are    High and Increasing

Imports in this industry are    High and Increasing

Imports

Imports in the Margarine and Cooking Oil Processing industry in Canada are expected to account for 48.3% of
domestic demand in 2021, up from 41.0% in 2016. The United States currently accounts for 60.5% of total imports,
supplying the domestic industry with many of its raw materials. These include commodities such as soy, corn and
other seeds. The country has a booming agriculture sector because of its advantageous mid-North American
climate, enabling the United States to be a global provider to the world's markets, similar to Canada. Malaysia
(5.8%) and Italy (4.8%) represent the second- and third-largest sources of imports, respectively. Malaysia is a
leading global producer of palm oil, a food additive used in margarine, cereal, crackers, baked goods and a variety
of different nonedible consumer goods such as cosmetics. Imports from Italy have decreased sharply over the five
years to 2021, despite the popularity of olive oil. Overall, industry imports have expanded an annualized 5.0% to
$2.9 billion over the five years to 2021. Imports remained largely stagnant prior to the COVID-19 (coronavirus)
pandemic, but grew strongly over 2020 and 2021, likely because restaurant closures forced Canadians to cook at
home. Imports are expected to decrease nominally over the next five years as the world returns to normal. The
value of imports is expected to fall an annualized 1.0% to reach $2.8 billion over the five years to 2026.

Exports

Exports are expected to account for 68.8% of industry revenue in 2021, up from 64.7% in 2016 as a result of the
expansion of the industry's major companies during the period. For the United States in particular, the United States-
Mexico-Canada Agreement reduces trade barriers and eliminates extra foreign exchange costs. However, the
foremost driver of industry exports over the five years to 2021 has been the rising consumption of industry products
on the part of China, which has increasingly imported Canadian margarine and cooking oil during the period. For
example, China is estimated to account for 27.4% of exports in 2021, up from 14.5% in 2016. This dramatic increase
has been supported by the growing Chinese population and improving disposable income that has simultaneously
enabled Chinese consumers to afford imported cooking oil products from Canada. However, canola and other
cooking oil exports from Canada have been banned by the Chinese government as of early 2019, largely as a fallout
of the recent trade tensions between China and the United States. This has slowed export growth over the past five
years as the value of exports has increased an annualized 2.7% to reach $6.9 billion over the five years to 2021.
Exports are forecast to increase an annualized 0.2% to reach $6.9 billion over the next five years, as the value of the
Canadian dollar is expected to decrease slightly, making Canadian products more affordable on the global market.
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Business
Locations

  Ontario holds the largest share of establishments in the Margarine and Cooking Oil Processing industry in Canada, accounting for
28.8% of the total. This province also accounts for a large percentage of the Canadian population (38.8%). Quebec's share of
industry establishments is estimated at 16.1% due to the province's agricultural resources. Most of Quebec's establishments are
oil processors and refineries. Saskatchewan is expected to account for 13.6% of total industry locations in 2021 and is particularly
strong in the canola processing sector. In fact, Saskatchewan processes the greatest amount of canola oil of any of the provinces
in absolute terms. Saskatchewan does not house any corn mills or oil refineries. Together, Manitoba and Alberta account for
25.3% of establishments in 2021, representing 11.0% and 15.3%, respectively. These provinces primarily house oilseed
processing plants.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    High

The Margarine and Cooking Oil Processing industry in Canada exhibits a high level of industry concentration, with
the top five operators accounting for an estimated 90.1% of industry revenue in 2021. The industry's major players
are large, vertically integrated and multinational companies that can afford to have more plants and facilities. The
industry's small size to begin with, at an estimated total of 121 establishments in 2021, makes it easier for larger
companies to gain market share over their smaller competitors with only a handful of facilities. For example, private
company Cargill Incorporated has only six industry-contributing locations in Canada, but maintains an estimated
18.0% market share in 2021 after accounting for the company's revenue. Acquisition activity in this industry has
been limited historically, but is expected to increase in the future as revenue rises for major companies that can
successfully purchase and integrate the operations of other companies. The Archer Daniels Midland Company
(ADM) and Bunge Limited, for example, have completed numerous acquisitions over the five years to 2021, a few of
which directly pertain to oilseed crushing and margarine processing. ADM's 2014 acquisition of Specialty
Commodities Inc. just prior to the beginning of the period indicates the possible expansion of ADM within its
vegetable and oilseeds processing segments. Through engaging in acquisition activity, companies can diversify their
product offerings and often improve their supply chains by having a greater number of facilities dispersed across
different regions. Proximity to elevators for commodity transactions is also an advantage that companies aim to have
to improve the efficiency of their operations. However, market share concentration has grown over the five years to
2021, particularly amid the COVID-19 (coronavirus) pandemic as companies with a more diverse customer list were
more able to navigate the difficult economic climate.

Key Success
Factors

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

Downstream ownership links:
Industry operators that have integrated downstream markets into their own companies will ensure consistent
demand and growth.

Supply contracts in place for key inputs:
Securing contracts with suppliers is critical for ensuring demand is met, especially when key inputs are commodities
that depend on agricultural factors.

Economies of scale:
Large processors have the benefit of lower per-unit costs due to their size and ability to process and distribute large
quantities of products.

Establishment of export markets:
This industry is largely dependent on exports as one of its downstream markets. Establishing foreign contracts and
consumers is very important for revenue.

Ability to pass on cost increases:
When key inputs are commodities, prices often fluctuate and influence manufacturing costs. Operators need to have
a market that depends on their product so that when input costs increase, demand will not falter if product prices
should rise.
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Cost Structure
Benchmarks

  Profit

Profit, defined as earnings before interest and taxes, is expected to
account for 6.1% of industry revenue in 2021, down slightly from 6.6%
in 2016. High volatility in the price of soybeans, corn and oilseeds,
which are key inputs in industry products, has led to fluctuations in
profitability over the five years to 2021. Generally, however, higher
prices correspond to increased profit as operators are able to pass on
increases in these input prices. To this end, profitability was high going
into the current period, reaching 10.1% in 2014. However, large
declines in various commodity prices during the beginning of the period
drove profit down, due most notably to a global oversupply of oil. Profit
continued to fluctuate over the five years to 2021 as commodity prices
began on the path toward an unsteady recovery. This continued amid
the COVID-19 (coronavirus) pandemic, as volatile prices and upstream
production disruptions reduced profit, despite only a slight revenue
disruption over 2020.

The world price of crude oil in particular heavily influences industry
profitability, as it affects both the price of corn and oilseeds. Oil prices
have trended upward toward the latter half of the period, though its
heavy volatility due to the coronavirus pandemic reduced profit
temporarily. Nonetheless, smaller producers will be affected by
fluctuations in profit more so when compared with larger operators, as
the leading vegetable oil and margarine processors can easily raise
product prices to maintain earnings. Smaller producers, however, do
not have the benefit of these well-established consumer bases.
Therefore, they cannot raise prices and still expect demand. Lastly, the
small number of industry operators is an advantage when it comes to
profit, giving businesses the ability to fix prices how they want without
many competitors to compete with for customers basing their
purchases on price.
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  Wages

Wages account for an estimated 2.6% of industry revenue in 2021. The
amount companies spend on salaries has remained low in part due to
the increased use of technology and automation in the industry, which
lowers demand for labour and reduces labour costs. There is a low
level of labour expenditure required to carry out the industry's range of
operations, so revenue growth in the industry, combined with falling
employment, has driven growth in the revenue per employee over the
past five years.

 

  Purchases

Purchases account for an estimated 76.6% of revenue in 2021. The
most significant costs to the industry are the purchases of raw inputs,
including soy, oilseeds and corn. As with many commodities, the prices
of these inputs are volatile and change throughout the year depending
on climate and other agricultural factors. Since purchases are the
greatest cost category for the average industry operator, profitability is
very dependent on the prices of inputs. Companies try to distance
themselves from being reliant on commodities by stocking up on inputs
and storing them at their own facilities. For example, several major
companies have facilities just for the storage of their agricultural
products. Nevertheless, purchases as a share of industry revenue do
not fluctuate much since operators tend to adjust prices to changes in
purchase expenses.

 

  Marketing

Marketing costs are expected to account for 0.7% of revenue in 2021.
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  Depreciation

Depreciation is expected to account for 2.1% of revenue in 2021.

 

  Rent

Rent costs are expected to account for 1.1% of revenue in 2021. This
cost varies depending on the size and scope of the company in
question, in addition to the type of supply chain. Many larger companies
have operations beginning from the early stages of the supply chain
and are involved with both the buying and selling of commodities. This
takes up a large amount of storage space, which can involve the usage
of separate facilities that are both temperature and humidity controlled,
thus using up a large amount of electricity.

 

  Utilities

Utility expenditures are expected to account for 1.6% of revenue in
2021.

 

  Other Costs

Altogether, all remaining costs borne by industry operators are
expected to account for 9.2% of revenue in 2021.
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Basis of
Competition

Competition in this industry is    High and the trend is Steady

  INTERNAL COMPETITION

Operators in the Margarine and Cooking Oil Processing industry in
Canada compete to secure contracts from upstream and downstream
customers.

Typically, farming and agricultural suppliers can be integrated within a company's range of operations, but are more
likely to be outsourced through contracts. Downstream markets, such as other food processing industries and
retailers, can also be maintained through contracts, which industry operators competing to gain their business. In
Canada in particular, this competition is higher given the fewer number of local suppliers and businesses that can
keep transportation and trade costs down. Large operators can set the terms of their distribution contracts to have
stores promote their brands through advertising and strategic product placement, in hopes of increasing demand for
consumers and expanding their distribution networks.

Price-based competition among Canadian manufacturers in this industry varies. Companies with brands that aim to
produce high-quality products typically use superior ingredients, which enables these companies to charge a
premium for their output given the higher cost of inputs. Companies with margarine products that lure consumers
through prices that are lower than those of butter must consciously compete with other margarine brands through
their effective pricing.

Producers also differentiate themselves from their competitors through product innovation. For example, many of the
industry's manufacturers have introduced products containing zero trans fats and low sodium, which attracts health-
conscious consumers. Variations to the processing of oils, such as using more organic ingredients and different
types of seeds, also contribute to an industry player's competitive edge.

EXTERNAL COMPETITION

Particularly in Canada, margarine and cooking oil producers have
experienced competition from producers of alternative products, such as
butter.

Until recently, certain provinces had legislation in place that favoured butter manufacturers over margarine
producers and required all margarine be the colour white so that consumers could make the distinction between real
butter and margarine in stores. Now, margarine can be yellow, though many consumers still favour traditional butter.
Competition from foreign industry producers in the form of imports will account for an estimated 48.3% of domestic
demand in 2021.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Steady
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  The Margarine and Cooking Oil Processing industry in
Canada experiences moderate barriers to entry, with the
most significant barrier to entry being the ability to raise
capital. Industry operators require capital investments to
purchase machinery and equipment, in addition to
purchasing and/or renting their facilities. While the amount
of capital needed to enter the industry depends on the
scale of operations a prospective entrant is pursuing,
even small-scale facilities require significant capital for
processing machinery. Other barriers a new entrant must
contend with include securing supply contracts with
upstream suppliers of soybeans, oilseeds and other
ingredients used to produce margarine, cooking oil and
other industry goods.

Moreover, the well-entrenched position of the leading
processors in the industry can also represent a notable
barrier to entry for prospective entrants. Industry leaders,
such as the Archer Daniels Midland Company, have
established long-term agreements to supply large
downstream customers in the food retailing and food
service industries. As a result, new entrants may find it
more difficult to obtain supply contracts with downstream
customers. Nevertheless, entry to the industry is possible
by introducing a new, differentiated product. This could
make the entrant in question a niche operator, but one
that is only likely to operate within local markets. Overall,
the industry's small size indicates the difficulty that
potential businesses have in entering the industry.

Barriers to Entry Checklist

Competition High  

Concentration High  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    High and the trend is Steady

  The Margarine and Cooking Oil Processing industry in Canada is characterized by a high level of globalization due
primarily to its composition of international companies that operate in downstream markets across the world. All three of
the industry's major companies, Bunge Limited, the Archer Daniels Midland Company and Cargill Incorporated, operate
plants and facilities in different countries and engage in trade for supplies and finished products. Through engaging in
international trade, processors can find the best price for their inputs and sell to the customers with the greatest demand.
Imports are expected to account for 48.3% of domestic demand in 2021, with exports expected to account for 68.8% of
revenue. Both imports and exports have expanded more quickly than revenue over the past five years as a result of the
increased presence of major players that operate on an international scale. Notably, demand from the United States,
which participates in free trade agreements such as the United States-Mexico-Canada Agreement (USMCA), has
increased from food manufacturers that produce at larger capacities.

Despite this high level of globalization, the industry produces a staple product (cooking oil) and thus, was insulated from
declines associated with decreased trade activity due to the COVID-19 (coronavirus) pandemic. Moreover, both imports
and exports both grew over 2020, which protected revenue amid a tough economic climate.
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Major Companies

Major Players Bunge Limited

Market Share: 45.1%

Brand Names Nutra Clear NT Ultra, Pro-Formance NT

  Founded in Amsterdam, Bunge Limited (Bunge) was originally known as Bunge International when it first began
operating in the grain trading business in 1818 and has become a world leader in commodities as a trader,
processor and wholesaler of food products and fertilizer. The company went public on the New York Stock
Exchange in 2001, switching to its current name and raising $281.6 million. Bunge reported $59.3 billion in
company-wide and across all operating segments, largely supported by Bunge's commodity trading and processing
agribusiness segment. Through its subsidiary, Bunge North America Inc. (Bunge North America), the company
operates in this industry as a producer of edible oils and milling products. The company currently employs more than
31,000 people and operates in 40 different countries.

Bunge has committed to being a major global buyer and seller of oilseeds, corn and soybeans while investing
largely in the global production of margarine and cooking oils. Bunge has acquired multiple margarine and oilseed
companies over the past decade. In 2013, prior to the beginning of the period, the company reported an internal
expansion in Canada, building a new oilseed processing and refining facility in Altona, MB. In 2015, the company
acquired Whole Harvest Foods LLC, a large player in the refining and packaging space. In 2016, Bunge acquired
IOI Loders Croklaan, a significant player in the oil solutions space.

Bunge's industry-relevant operations are headed under the edible oils segment of the food and ingredients section
and the agribusiness segment, which includes oilseed processing. The company reports that most of the raw
material inputs that are used in its edible oil processing and milling products are sourced at market prices from the
company's own agribusiness segment. In other words, Bunge purchases the majority of its commodities at its own
plants, the majority of which are in the United States, though three are located in Canada. Bunge also operates four
oilseed crushing plants and six edible oil refineries in Canada. Many of the industry-relevant products that are
produced by Bunge North America are sold business-to-business in bulk.

Financial performance
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Bunge's industry-relevant operations have performed strongly over the five years to 2021, particularly regarding the
cooking oil segment of the industry. As a result, Bunge's industry-relevant revenue is anticipated to increase an
annualized 8.6% to $4.5 billion over the five years to 2021, while operating profit is expected to grow as well.
Consequently, Bunge's industry-relevant operating profit, defined as earnings before interest and taxes, is projected
to expand an annualized 8.2%, reaching $118.4 million over the five years to 2021.

 
Bunge Limited (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 2,980.9 N/C 79.7 N/C
2017 3,416.9 14.6 32.8 -58.8
2018 3,029.9 -11.3 74.9 128.4
2019 3,675.1 21.3 77.9 4.0
2020 4,165.6 13.3 204.6 162.6
2021 4,506.3 8.2 118.4 -42.1

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

Archer Daniels Midland Company

Market Share: 20.7%

  The Archer Daniels Midland Company (ADM) is a major agricultural processor of oilseeds, wheat, corn and cocoa
and also manufactures food and feed products including vegetable oil, margarine, protein meal, corn sweeteners,
flour, biodiesel and ethanol. It also offers agricultural services through trading, transportation, logistics and other
services. The company was founded in 1902 as the Archer-Daniels Linseed Company. It did not become ADM as it
is today until 1923. Currently, ADM is headquartered in Chicago and employs more than 39,000 workers at its
various processing and procurement facilities across North America and the globe. The company owns over 600
plants and operating facilities and leases more than 150. ADM generated $86.2 billion in total company revenue
over 2020 (latest data available).

ADM operates in three main segments. These segments include Ag Services and Oilseeds, Carbohydrate Solutions
and Nutrition, although ADM participates in the industry through only its Ag Services and Oilseeds segment. This is
because its corn processing segment does not have any facilities in Canada. Through its oil processing segment,
ADM processes soybeans and soft seeds into vegetable oils, which can either be sold in that form without further
processing or be further processed into salad oils, margarine and shortening. Partially refined oils are used to
produce biodiesel, paints and other industrial products and chemicals. Oilseed protein meals are sold to be used as
ingredients in commercial livestock and poultry feeds.

ADM has increased its market dominance by acquiring smaller companies and participating in joint ventures to
increase its share of revenue, though these have not greatly influenced domestic market share. The oilseeds
processing segment includes ADM's share of the results of its equity investment in Wilmar and its share of results
for its Stratas Foods LLC and Edible Oils Limited joint ventures. Additionally, ADM acquired Alimenta (USA) Inc., a
leading peanut seller, handler and processor, just prior to the period and has expanded its product lines in recent
years to reflect consumer trends in tastes and health.

Financial performance

ADM's industry-relevant revenue has experienced some volatility over the five years to 2021, due primarily to
significant changes in the prices of both oilseeds and corn. The availability and prices of various agricultural inputs
are frequently subject to wide fluctuations as a result of weather conditions, crop disease, plantings, government
programs and policies, competition, changes in global demand and global production of similar and competitive
crops. Additionally, processing companies such as ADM depend on farmers to ensure there is an adequate supply
of the agricultural commodities that are needed for production. Reduced supply can adversely affect players'
profitability by increasing the cost of raw materials and limiting the resources for operations. ADM's performance
improved over the five years to 2021 as it was able to pass on higher input costs to consumers through raised



Margarine & Cooking Oil Processing in Canada August 2021

32 IBISWorld.com

product prices, though this improvement was nonetheless marginal and did not adequately offset fluctuations
regarding input costs on the whole. Overall, however, ADM's industry-relevant revenue is anticipated to increase an
annualized 3.0% to $2.1 billion over the five years to 2021, with the company's industry-relevant operating profit,
defined as earnings before interest and taxes, projected to rise an annualized 6.9% to $51.2 million during the same
period.

 
Archer Daniels Midland Company (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 1,785.2 N/C 36.6 N/C
2017 1,782.4 -0.2 46.7 27.6
2018 1,976.1 10.9 55.6 19.1
2019 1,976.6 0.0 42.2 -24.1
2020 2,035.3 3.0 56.0 32.7
2021 2,068.1 1.6 51.2 -8.6

Source: Annual Report
Note: *Estimates (Figures are converted from USD to CAD)

Cargill Incorporated

Market Share: 18.0%

Brand Names VICTORY Hybrid Canola, Clear Valley
Shortening & Oils

  Cargill Incorporated (Cargill) is a United States-based private corporation with multinational operations in 70
countries, employing 155,000 workers worldwide in 2021. Cargill is a producer and marketer of agricultural, food,
financial and industrial products and services, contributing to the domestic industry through its oilseed processing
and corn milling businesses via Cargill Limited, Cargill's Manitoba-based subsidiary. The company operates seven
separate businesses, each with its own divisions. These businesses include agriculture commodity trading and
processing; food ingredients and products; meat, poultry and eggs; farmer services; animal feed and nutrition;
energy and industrial; and financial.

Cargill operates within the industry through two of its segments. The company's agriculture commodity trading and
processing business processes and distributes oilseeds and other commodities to downstream manufacturers and
retailers. Meanwhile, the food ingredients and products business includes Cargill Specialty Seeds and Oils and
Cargill Corn Milling North America, which create and commercialize specialty seeds, oils and shortenings such as
high oleic canola oil and hybrid seeds. These aim to increase nutrition and crop yields. The company's industry-
relevant brands include VICTORY and InVigor Health hybrid canola seeds, in addition to Clear Valley and Odyssey
oils and shortenings.

Cargill's Canadian operations are headquartered in Winnipeg, MB and the company is estimated to employ more
than 8,000 people across Canada. The company has the largest soft seed plant in North America located in Clavet,
SK, which processes canola seeds at 4,500.0 tonnes per day. Cargill's other industry-relevant locations are found in
Manitoba, Saskatchewan, Alberta and Ontario.

Financial performance

Cargill's industry-relevant revenue is expected to increase an annualized 7.4% to $1.8 billion over the five years to
2021. Cargill as a whole, however, has expanded more quickly, investing in a variety of operations across different
industries and new international markets. Overall, Cargill's industry-relevant segment has posted consistent growth
over the past five years as consumption of oilseed products has risen in the United States, which is the industry's
largest export market. Cargill's industry-relevant operating profit is anticipated to further reflect this growth. Overall,
Cargill's operating profit, defined as earnings before interest and taxes, is projected to rise an annualized 6.3% to
$129.1 million over the five years to 2021.
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Cargill Incorporated (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 1,253.0 N/C 94.9 N/C
2017 1,379.8 10.1 123.4 30.0
2018 1,354.8 -1.8 111.1 -10.0
2019 1,469.2 8.4 121.9 9.7
2020 1,584.1 7.8 43.4 -64.4
2021 1,793.6 13.2 129.1 197.5

Source: IBISWorld
Note: *Estimates

Other Companies Viterra Inc.

  Market Share: 3.8%
  Viterra Inc. (Viterra) is a marketer and processor of grains, oilseeds and pulses initially founded in 2007 and

headquartered in Regina, SK. The company grew out of a formation of farming cooperatives in Canada and now
operates across Canada, the United States, China, New Zealand and Australia. Viterra operates two oilseed
processing plants in Canada, primarily dealing with soybeans and canola for the manufacturing of oils, shortenings,
feed and other industry-relevant products. The Becancour, QC, plant has a crushing capacity of 1.1 million metric
tonnes per year and primarily processes soybeans and canola. The Ste. Agathe, MB, plant focuses on the
production of canola oil. Viterra's industry-relevant revenue is expected to total $381.5 million in 2021, constituting a
market share of 3.8%.

Richardson Oilseed Limited

  Market Share: 2.5%
  Richardson Oilseed Limited (Richardson) is an oilseed processing subsidiary of Richardson International Limited, a

company that was initially founded in 1857 and headquartered in Winnipeg, MB. The company started operating its
first canola processing plant in Lethbridge, AB, in 1999 after the acquisition of Canbra Foods. In 2010, Richardson
acquired its second plant in Yorkton, SK, in an effort to expand its industry market share. These two plants process
an estimated 1.6 million metric tonnes of canola seed per year combined, of which an estimated 800,000.0 metric
tonnes of oil and 900,000.0 metric tonnes of meal are manufactured. The company also operates a margarine and
shortening facility in Oakville, ON. Richardson's industry-relevant revenue is expected to total $247.6 million in 2021,
corresponding to a market share of 2.5%.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    High

  The Margarine and Cooking Oil Processing industry in
Canada is highly capital intensive. Using wages as a proxy
for labour and depreciation as a proxy for capital,
IBISWorld estimates that $0.83 will be spent on capital in
2021 for every $1.00 that is spent on labour. Oil processors
depend very heavily on a range of equipment, such as
commercial crushing and refining machinery. Moreover,
high-speed production lines enable processors and refiners
to automate processes for increased efficiency,
dramatically increasing output. Depreciation as a share of
industry revenue has grown over the five years to 2021 as
depreciation costs have grown largely in line with revenue,
while wages have decreased over the past five years.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Very Low Rate of
Innovation

Very
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.

Very High Innovation
Concentration

Very 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.

Medium Ease of Entry Potential 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.

Medium Rate of Entry Potential 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.

Low Market
Concentration

Unlikely 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.

Both the ease of entry and the rate of entry in the industry are moderate. While these factors do not significantly add to the
threat of disruptive potential, they do not detract from it either.

Major market segments for industry operators are relatively diversified. The spread of market segments suggests that there
are limited entry points other than those already served my incumbent operators.

The Margarine and Cooking Oil Processing industry in Canada benefits from
little to no potential technological disruptions that could directly affect the
industry, since cooking oil and margarine are key inputs in a wide range of
food production.

Technological developments that improve butter value and quality are the primary drivers that could shift demand from
margarine to butter. Health concerns with butter have been met by butter producers with healthier alternatives and
innovative products that have kept demand for butter high to the detriment of demand for margarine. Moreover,
technological advancements that affect downstream industries have the potential to hurt the Margarine and Cooking Oil
Processing industry in Canada by reducing demand for downstream products. For example, technological developments in
organic farming can increase demand for these products and reduce the consumption of products that have cooking oil as
a primary input, which would hurt the industry. However, there are no significant disruptions that have hurt the industry thus
far.

The level of technology change is    Medium

  Most of the activities within the purview of the Margarine and Cooking Oil
Processing industry in Canada involve refining vegetable oils and converting
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them into margarine, cooking oil, salad oils and other edible oil products.

To do so, producers must invest in large-scale conventional crushers. Producers that process a high capacity of food on a
daily basis will likely invest in solvent extraction technology to efficiently remove oil from the crushed inputs, whereas those
that produce on a smaller scale, typically less than 150.0 tonnes per day, can apply other methods of mechanical
extraction. In addition, compact crushers reflect the advent of smaller plant technology. These processes are fairly simple
and have changed little over the years.

While the core methodology remains unchanged, businesses continue to refine production processes by introducing new
machinery and adopting applied science. Generally, operators have applied new technology to lower costs and boost
operating efficiencies. Over time, refining technology has become more complex due to product innovation.

The industry's adoption of new technology currently includes computerized systems for e-commerce. The systems provide
manufacturers with improved customer and supplier arrangements, leading to cost savings through better inventory and
production planning. In some cases, companies also use e-commerce to track exports. So far, the adoption of this tool has
been largely confined to the leading producers because they typically have more resources on hand to afford such
technology. High costs continue to obstruct the adoption of this technology by smaller and medium-size companies.

Revenue
Volatility

The level of volatility is    Medium

  Revenue for the Margarine and Cooking Oil Processing industry in Canada is
heavily influenced by the price of commodities such as corn and oilseeds and
the economic health of the industry's downstream markets.

The industry has experienced a moderate level of volatility over the five years to 2021. Typically, rising global demand for
biodiesel drives demand for soy and corn as a result, which causes soy and corn prices to increase overall.

However, biofuel production has flatlined in recent years, capping demand for soybeans from biofuel producers and
causing the world price of soybeans to fall during the five-year period. Further, fluctuations in the world price of crude oil,
which is a substitute for ethanol (produced from corn), have caused the price of corn to experience double-digit fluctuations,
also contributing to the industry's level of revenue volatility. Generally, when the price of crude oil rises, biofuel demand
consequently increases, as biofuel is a substitute for oil. This affects both soybean and corn prices, causing them to
increase alongside rising demand. Yet, global oil prices fell drastically over 2016, shifting soybean prices downward.
Dramatic changes in the price of inputs enable larger processors to pass on higher costs to customers in the form of higher
product prices since most operators control large portions of the market. Much of the volatility created by fluctuations in
commodity prices is tamed by the diversity of products and downstream markets the industry services. Operators have a lot
of flexibility for production and can produce a variety of products from similar inputs, which enables them to follow demand
trends efficiently. Industry revenue has fluctuated an average of 4.3% year-over-year over the five years to 2021.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady
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Regulation for the Margarine and Cooking Oil Processing industry in Canada
exists on a federal countrywide and provincial scale, with companies having to
abide by laws from both levels.

While manufacturing legislation typically comes from the federal level, retail laws are often different within each province.
Quebec was the last province to permit yellow-coloured margarine to be sold in stores alongside butter, which was officially
against the law until 2008. Throughout the country, margarine had a difficult time winning acceptance from Canadian
markets at first, as butter manufacturers viewed the industry as an adversary to their business.

Similar to the United States, there are separate law enforcement agencies in Canada that each have their own sets of
legislation that they enforce. The Fair Business Practices Branch is responsible for administering laws such as the
Consumer Packaging and Labelling Act, which ensures that consumer products distributed across Canada are properly
labelled with accurate and meaningful information for consumers, including ingredients and relevant health information. The
Minister of Employment, Workforce Development and Disability Inclusion protects the rights of both employers and
employees, setting national labour standards and minimum wage requirements.

Industry
Assistance

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

Overall, the Margarine and Cooking Oil Processing industry in Canada is
characterized by a moderate level of industry assistance.

Canada is among the three countries involved in the United States-Mexico-Canada Agreement (USMCA), the others being
the neighbouring United States and Mexico. Ultimately, the USMCA benefits this industry's highly flowing trade activity. The
agreement effectively eliminates trade and investment barriers between the United States, Canada and Mexico, including
the presence of most duties and tariffs. This therefore encourages trade between the countries by making exchanges
easier to facilitate and less costly. In terms of agricultural trade, the agreement is trilateral, with different provisions in place
between each of the countries.

Additionally, the Canadian Agri-Food Trade Alliance is a coalition of national and regional associations and companies that
seek to promote an improved international trading environment for both agriculture and agri-food. Members include
producers, processors and exporters from the major trade-dependent sectors in Canada, such as operators within the
Canadian Margarine and Cooking Oil Processing industry. The group promotes and facilitates open marketing and
communication practices within trading negotiations, making it beneficial for all companies involved.

Additionally, the federal government has adopted several policies to help businesses nationwide in the wake of the
COVID-19 (coronavirus) pandemic, including the deferment of income taxes owed between March 18, 2020 and August 31,
2020 as well as customs payments between March 27, 2020 and June 30, 2020. The Canada Emergency Wage Subsidy
will also support up to 75.0% of an employee's wages, up to $847.00 weekly, for employers that experienced a decrease in
gross revenues of at least 15.0% in March and 30.0% in both April and May. That program will be in place until June 5,
2021.
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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)

World Price of
Soybeans ($

per metric
ton)

2012 7,741 1,042 74.0 54.0 3,064 5,867 2,106 227 3,981 538
2013 8,961 1,332 109 61.0 3,316 5,360 2,074 237 5,675 517
2014 8,787 1,329 111 68.0 3,309 5,036 2,263 285 6,014 458
2015 8,133 851 114 76.0 3,135 5,393 2,224 257 4,964 347
2016 9,304 1,064 115 86.0 3,287 6,017 2,284 277 5,571 363
2017 9,703 1,249 115 87.0 3,499 6,176 2,178 296 5,706 359
2018 9,671 1,140 121 89.0 2,981 6,532 2,294 240 5,433 343
2019 9,561 1,139 113 89.0 2,971 6,195 2,217 246 5,584 327
2020 9,506 665 118 90.0 2,986 6,701 2,508 246 5,313 350
2021 9,986 1,076 121 92.0 3,086 6,873 2,911 256 6,024 397
2022 10,027 1,073 122 94.0 3,094 6,919 2,891 256 6,000 395
2023 10,008 1,074 123 94.0 3,095 6,924 2,855 256 5,939 395
2024 9,948 1,070 124 95.0 3,082 6,895 2,814 255 5,866 394
2025 9,919 1,067 124 95.0 3,070 6,889 2,783 254 5,812 395
2026 9,956 1,071 125 96.0 3,082 6,929 2,770 255 5,797 406

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)
World Price of
Soybeans (%)

2012 -5.80 5.35 -3.90 -1.82 12.5 13.0 12.3 4.94 -18.8 11.1
2013 15.8 27.8 47.3 13.0 8.22 -8.64 -1.53 4.31 42.6 -3.83
2014 -1.95 -0.27 1.83 11.5 -0.22 -6.05 9.10 20.1 5.96 -11.5
2015 -7.44 -36.0 2.70 11.8 -5.26 7.08 -1.75 -9.67 -17.5 -24.1
2016 14.4 25.0 0.87 13.2 4.84 11.6 2.70 7.70 12.2 4.41
2017 4.28 17.4 0.00 1.16 6.44 2.64 -4.63 6.71 2.41 -1.08
2018 -0.33 -8.74 5.21 2.29 -14.8 5.77 5.33 -18.9 -4.77 -4.55
2019 -1.14 -0.04 -6.62 0.00 -0.34 -5.17 -3.36 2.50 2.77 -4.54
2020 -0.58 -41.6 4.42 1.12 0.50 8.17 13.1 0.28 -4.86 6.99
2021 5.04 61.8 2.54 2.22 3.34 2.56 16.1 3.69 13.4 13.5
2022 0.40 -0.35 0.82 2.17 0.25 0.66 -0.66 0.31 -0.40 -0.64
2023 -0.19 0.08 0.81 0.00 0.03 0.07 -1.27 -0.04 -1.01 0.02
2024 -0.61 -0.38 0.81 1.06 -0.43 -0.42 -1.43 -0.43 -1.23 -0.22
2025 -0.29 -0.21 0.00 0.00 -0.39 -0.09 -1.12 -0.40 -0.92 0.35
2026 0.37 0.29 0.80 1.05 0.39 0.57 -0.47 0.39 -0.27 2.61

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 13.5 52.9 75.8 2,527 2.93 41.4 74,119
2013 14.9 36.5 59.8 2,702 2.64 30.4 71,441
2014 15.1 37.6 57.3 2,655 3.24 29.8 86,008
2015 10.5 44.8 66.3 2,594 3.16 27.5 82,010
2016 11.4 41.0 64.7 2,831 2.98 28.6 84,241
2017 12.9 38.2 63.6 2,773 3.05 30.4 84,453
2018 11.8 42.2 67.5 3,244 2.48 24.6 80,409
2019 11.9 39.7 64.8 3,218 2.57 26.3 82,699
2020 7.00 47.2 70.5 3,184 2.59 25.3 82,518
2021 10.8 48.3 68.8 3,236 2.56 25.5 82,793
2022 10.7 48.2 69.0 3,241 2.56 25.4 82,838
2023 10.7 48.1 69.2 3,234 2.56 25.2 82,779
2024 10.8 48.0 69.3 3,228 2.56 24.9 82,771
2025 10.8 47.9 69.5 3,231 2.56 24.8 82,769
2026 10.8 47.8 69.6 3,230 2.56 24.7 82,771

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Canola Council of Canada
http://www.canolacouncil.org

Canadian Oilseed Processors Association
http://www.copacanada.com

Canadian Canola Growers Association
http://www.ccga.ca

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

Industry Jargon HIGH-FRUCTOSE CORN SYRUP (HFCS)
Sweet syrup derived via an enzymatic process to convert its naturally occurring glucose into fructose.

TRANS FAT
A manmade, unsaturated fat that is created by partial hydrogenation. This type of fat is associated with an elevated
risk of coronary heart disease.

VERTICAL INTEGRATION
Owning different parts of the supply chain, either in the form of forward integration (owning downstream buyers) or
backward integration (owning upstream suppliers).

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
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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
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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