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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:

· The Government of Canada has provided stimulus directly aimed at operators in the fish and seafood processing
sector. For more detail, please see the Industry Assistance chapter.

· Certain operators, such as Clearwater Seafoods Inc., are expected to suffer more than others in 2020, due to their
focus on more expensive industry products. For more detail, please see the Major Companies chapter.

· The COVID-19 (coronavirus) pandemic is expected to limit the profitability of industry operators by increasing
certain operational costs while reducing demand for more expensive industry products, such as lobster. For more
detail, please see the Current Performance 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 The industry is involved in canning, smoking, salting, drying, freezing and packing fish and shellfish. Industry

operators also eviscerate fish (remove parts from fish), shuck shellfish (remove their shells) and process fish and
shellfish fats and oils. This industry also includes floating factory ships, also known as fish processing vessels, which
are engaged in shipboard seafood processing. The term seafood processing is used to describe these activities as a
whole.

Major Players Clearwater Seafoods Limited

Main Activities The primary activities of this industry are:

Canning fish, crustaceans and mollusks

Manufacturing fresh and frozen seafood dinners

Freezing fish (e.g. blocks, fillets, ready-to-serve products)

Processing seaweed

Manufacturing marine fats, oils and meal

Shucking and packing fresh shellfish

Canning fish and shellfish soup

The major products and services in this industry are:

Other seafood products

Canned and preserved fish

Seafood and marine products
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Supply Chain

SIMILAR INDUSTRIES

Frozen Food Production in
Canada

Canned Fruit & Vegetable
Processing in Canada

Meat, Beef & Poultry Processing
in Canada

Baking Mix & Prepared Food
Manufacturing in Canada

Fish & Seafood Wholesaling in
Canada

     

     

RELATED INTERNATIONAL INDUSTRIES

Seafood Preparation in the US Seafood Processing in Australia Frozen Seafood Processing in
China

Seafood Processing in the UK

Seafood Processing in New
Zealand
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Industry at a Glance
Key Statistics

$6.2bn
Revenue

Annual Growth

2015–2020

0.6%

Annual Growth

2020–2025

2.6%

Annual Growth

2015–2025

 

$321.4m
Profit

Annual Growth

2015–2020

-2.5%

  Annual Growth

2015–2020

 

5.2%
Profit Margin

Annual Growth

2015–2020

-0.9pp

  Annual Growth

2015–2020

 

559
Businesses

Annual Growth

2015–2020

-2.0%

Annual Growth

2020–2025

-0.2%

Annual Growth

2015–2025

 

24,309
Employment

Annual Growth

2015–2020

-2.7%

Annual Growth

2020–2025

1.3%

Annual Growth

2015–2025

 

$780.4m
Wages

Annual Growth

2015–2020

-0.6%

Annual Growth

2020–2025

1.5%

Annual Growth

2015–2025

Key External Drivers % = 2015–20 Annual Growth

1.3%
Demand from supermarkets and
grocery stores

1.6%
Per capita disposable income

-0.4%
Canadian effective exchange rate
index

1.1%
Per capita seafood consumption

1.7%
Price of red meat

 
Industry Structure

POSITIVE IMPACT

  Concentration
Low

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Capital Intensity
Medium   Industry Assistance

Medium / Increasing

  Technology Change
Medium

NEGATIVE IMPACT

  Regulation & Policy
Heavy / Increasing   Barriers to Entry

Low / Increasing

  Industry Globalization
High / Increasing   Competition

High / Increasing

 

Key Trends

 The price of seafood is expected to grow in the industry's
crucial markets

 Demand for prepared seafood is expanding particularly in
East and South Asia

 Profit for bigger operators has increased through
consolidation

 Exports are expected to grow at a much faster rate than
during the previous period

 Imports are projected to continue to pose a substantial threat
to industry operations

 The fate of the industry is partly contingent upon vertical
integration

 Industry performance is heavily reliant on international trade
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Medium & Increasing Level of Assistance

  High Profit vs. Sector Average

   

WEAKNESSES

  Low & Increasing Barriers to Entry

  High Competition

  High Imports

  High Customer Class Concentration

  High Product/Service Concentration

  Low Revenue per Employee

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2015-2020)

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2020)

  Low Outlier Growth

  Low Revenue Growth (2020-2025)

  Low Performance Drivers

  Per capita disposable income
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Executive Summary Krillin' it: A forecast improvement in the global economy is expected to
drive further growth in industry revenue

The Seafood Preparation industry in Canada is expected to grow over the five years to 2020 as growth in industry
prices and exports fuelled growth. The expansion of export sales and rising health consciousness among Canadian
consumers increased downstream demand for industry products. Seafood products tend to be more expensive than
other sources of animal protein, which means that consumers are more likely to choose alternative sources of
protein when economic conditions are unfavourable. As levels of disposable income have grown over the past five
years, more consumers have been able to afford more prepared seafood products. IBISWorld expects Canada's per
capita seafood consumption to increase an annualized 2.1% during the period, while strong demand from the United
States and increasing domestic prices led to a favourable price-volume mix. Over the five years to 2020, the industry
is expected to grow an annualized 0.6% to $6.2 billion, despite a forecast decline of 8.8% in 2020 alone. The
expected decline in 2020 is a result of the COVID-19 (coronavirus) pandemic, which is expected to lower consumer
confidence and demand for more expensive industry products.

Industry performance is heavily reliant on international trade. Industry operators endure a threat from imports, which
are expected to satisfy 63.3% of domestic demand in 2020. Imports primarily come from the United States, due to its
proximity and a lack of substantial trade barriers with Canada. However, the strong appreciation of the US dollar
during the period constrained growth in imports and made industry exports more attractive in foreign markets.
Exports are expected to grow over the five years to 2020, aided by strong harvests and increasing operational
efficiencies by industry players, which have vertically integrated and expanded through acquisitions. Despite
forecast growth in prices and revenue, industry profit is expected to decline over the five years to 2020 as a result of
increased investment in consolidation activity and unfavourable economic conditions toward the end of the period.

A forecast improvement in the global economy following the spread of coronavirus is expected to drive further
growth in industry revenue over the five years to 2025. Favourable economic conditions are likely to drive further
price growth alongside expected growth in the trend of health-conscious consumers opting for seafood rather than
chicken, beef and other animal protein sources. Additionally, accelerated growth in exports should fuel strong growth
in revenue, although expected growth in imports may increase domestic price competition and temper revenue
growth to a degree. Over the five years to 2025, industry revenue is expected to grow an annualized 2.6% to $7.0
billion.
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Industry Performance

Key External
Drivers

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index measures the value of the Canadian dollar relative to foreign
currencies. When the dollar depreciates, Canadian seafood products become less expensive relative to seafood
products produced abroad, leading to greater demand for industry exports. In addition, imports become more
expensive domestically, decreasing industry competition from abroad. The CEER index is expected to decline in
2020, representing a potential opportunity for the industry.

 

Demand from supermarkets and grocery stores

The Supermarkets and Grocery Stores industry in Canada (IBISWorld report 44511CA) represents the largest food
retail channel in Canada and is one of the primary markets for the industry's products. As a result, industry revenue
tends to increase when demand from supermarkets and grocery stores grows. Demand from the Supermarkets and
Grocery Stores industry in Canada is expected to increase in 2020.

 

Per capita disposable income

Per capita disposable income is a key determinant of consumer spending. Since many seafood products are sold at
higher prices than are other foods, households buy seafood products more often when they have higher levels of
disposable income. Per capita disposable income is expected to increase in 2020 due to government stimulus
related to the COVID-19 (coronavirus) pandemic.

 

Per capita seafood consumption

Per capita seafood consumption measures the amount of seafood eaten per person per year in Canada. When
seafood consumption rises, demand for industry products rises and provides a boon to operators. In 2020, per
capita seafood consumption is expected to decrease, posing a potential threat to the industry.

 

Price of red meat

Red meat and poultry compete with fish and other seafood products. Consumers without other preferences will
choose products that are the least expensive, especially consumers from larger households with more people to
feed. In 2020, the price of red meat is expected to increase.
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Current
Performance

The Seafood Preparation industry in Canada is forecast to grow over the
five years to 2020, due to favourable trends in product prices and
consumption trends regarding seafood.

Per capita seafood consumption is expected to grow an annualized 2.1% during the period, which has aided
domestic demand and revenue. Additionally, operators have increasingly consolidated to become more competitive
and become vertically integrated, which has improved the efficiency of many industry operators over the past five
years. Further, growth in global demand for seafood and the opening of new markets abroad for Canadian seafood
through the federal government's aggressive pursuit of trade agreements are expected to bring about growth in
industry export markets. Export growth has been aided by an expected decline in the Canada effective exchange
rate (CEER) index, which is a weighted average of bilateral exchange rates for the Canadian dollar against the
currencies of Canada's major trading partners. In general, when the CEER index declines, domestic products
become relatively more affordable in foreign markets. Over the five years to 2020, industry revenue is expected to
grow an annualized 0.6% to $6.2 billion, despite a forecast decline of 8.8% in 2020 alone. The spread of COVID-19
(coronavirus) is expected to reduce downstream demand for industry products from price-conscious consumers and
also restaurants, some of which have endured closures in 2020 due to quarantine measures.

CONSUMER DEMAND

In general, seafood is more expensive than other sources of animal
protein, such as beef, pork and chicken.

This price premium has been an inhibitor of industry demand during periods of economic distress. In recent years,
seafood prices have increased significantly, particularly due to the loonie's depreciation. However, increasing health
consciousness and growing disposable income have offset the effect of rising prices, leading to expected growth in
seafood consumption during the period. Industry operators have passed on price increases and boosted selling
prices, bolstering industry revenue derived from domestic markets. Still, the price of seafood is expected to grow in
the industry's other crucial markets including the United States and China, which is a boon for industry operators.

Worldwide demand for seafood has improved due to rising health consciousness, improving global per capita
income and a weaker Canadian dollar. Seafood is typically viewed as a healthy alternative to other sources of
animal protein, buttressing industry expansion despite an increasing price disparity between seafood and other
protein substitutes. Fish contain less detrimental fats than other meats and are a source of large quantities of
omega-3 fatty acids, which some studies have shown may reduce the risk of cancer.

INTERNATIONAL TRADE

The aforementioned trend in consumer preferences has been a catalyst of
recent growth in export markets.
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Demand for prepared seafood is expanding particularly in East and South Asia, where economic growth is strong
and seafood plays a large role in local diets. Canada is equipped with large Atlantic fish stocks and a growing
aquaculture industry in British Columbia, which has enabled the industry to expand its production to meet the
increased demand for seafood abroad. While much of the global increase in demand for prepared seafood is served
by local operators, industry operators have been able to leverage some of this growth to fuel growth in exports. As a
result, exports are expected to grow at an annualized rate of 0.2% to $4.3 billion over the five years to 2020. The
largest driver of this export growth has been the appreciation of the US dollar relative to the Canadian dollar since
the United States represents the industry's largest market.

In contrast, rising domestic demand has fuelled imports of less expensive prepared seafood and seafood products
that are not produced domestically. Seafood preparers in the United States can quickly enter the Canadian market
due to geographic proximity and the lack of substantial trade barriers between the two countries. In 2020, the United
States is expected to account for 22.8% of imports, representing the single largest source. However, imports from
Asia pose an increasing threat to domestic seafood preparers. Countries such as China, Thailand and Vietnam are
loaded with fish and shellfish inputs due to the large fish stocks and presence of aquaculture industries in these
countries. Combined with inexpensive labour forces, these countries can produce and export large quantities of
prepared seafood to Canada. As a result, imports are expected to grow at an annualized rate of 1.5% to $3.3 billion
over the five years to 2020.

CONSOLIDATION

Canadian seafood preparation has become more cost efficient due to
consolidation by operators.

Over the five years to 2020, the number of industry enterprises is expected to decline at an annualized rate of 2.0%
to 559 companies. This figure represents the exit of nonemployers and otherwise small and less efficient seafood
preparers from the industry, as profitability for these businesses remains pressured. Larger seafood preparers can
operate much more efficiently than smaller companies due to their heavy use of advanced machinery and minimal
need for labour. Plus, as larger companies vertically integrate, their purchasing costs go down despite the rising
price of seafood, which can be priced prohibitively for smaller operators without the necessary capital. Accordingly,
the exit of smaller, more labour-intensive operators is expected to result in a decline in employment at an annualized
rate of 2.7% to 24,309 workers over the past five years.

While profit for bigger operators has increased through consolidation, it has shaped industry structure over the past
five years, bifurcating operations into vertically integrated powerhouses that can process seafood products at sea
with floating factory ships, thereby eliminating the need for outsourced processing endeavours for the largest
seafood suppliers. This increasingly viable business model is expected to pressure growth for smaller operators that
have historically relied on upstream fisheries for inputs to be processed. Still, industry profit, defined as earnings
before interest and taxes, is expected to fall from 6.1% of industry revenue in 2015 to 5.2% in 2020 due to increased
competition from low-cost operators abroad and unfavourable economic condition related to the global coronavirus
pandemic.
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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)

Per capita
annual seafood

consumption
(Pounds (lb))

2011 4,955 1,084 914 880 31,611 3,225 2,429 688 4,159 8.07
2012 5,073 1,130 878 847 33,034 3,190 2,469 708 4,352 7.95
2013 4,752 1,141 726 701 29,296 3,299 2,649 688 4,102 8.49
2014 4,992 1,010 688 665 25,505 3,637 2,909 673 4,264 8.35
2015 5,987 1,280 639 618 27,858 4,245 3,031 804 4,772 8.20
2016 6,712 1,363 624 604 28,473 4,569 3,171 852 5,314 8.57
2017 6,795 1,253 620 598 28,454 4,794 3,343 895 5,345 8.49
2018 6,856 1,275 613 592 26,429 4,619 3,259 852 5,497 9.09
2019 6,773 1,294 590 570 25,922 4,802 3,380 837 5,351 9.14
2020 6,180 1,222 580 559 24,309 4,284 3,267 780 5,162 9.10
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Industry Outlook
Outlook The Seafood Preparation industry in Canada is expected to continue

expanding as favourable trends continue propelling the industry forward.

Rising seafood prices, the continued growth of exports amid expanding export ties with Asia and improved global
economic conditions following the COVID-19 (coronavirus) pandemic are expected to drive revenue over the five
years to 2025. However, per capita seafood consumption is expected to grow only marginally over the next five
years. As a result, industry revenue is projected to grow an annualized 2.6% to $7.0 billion over the five years to
2025.

The aforementioned expansionary pressures are expected to incentivize industry operators to continue to seek
consolidation and growth opportunities and investment in new technology. As large players continue to expand
through consolidation activity rather than organic growth during the outlook period, the number of enterprises is
expected to decline an annualized 0.2% to 553 companies over the next five years. These bigger operations are
expected to be more streamlined, requiring fewer human labourers in the seafood processing production line. As the
industry continues to consolidate and the number of nonemployers and other small enterprises declines, larger
players are expected to invest in the workforce as revenue grows. As a result, industry wages are expected to grow
an annualized 1.5% to $842.3 million over the five years to 2025. Importantly, the number of industry establishments
is projected to stagnate amid the forecast decline in enterprises, lending evidence to the consolidation thesis as a
dwindling number of companies operate more processing facilities.

TRADE: THREATS AND TRILATERAL TRENDS

Imports are projected to continue to pose a substantial threat to industry
operations.

Due to the affordability of imports relative to many Canadian seafood products, imports are forecast to grow an
annualized 3.0% to $3.8 billion over the five years to 2025. Imports are expected to satisfy a significant portion of
domestic demand for prepared seafood and gain unusually high market share in the frozen shellfish, frozen fish and
canned fish and seafood segments, where the industry is most vulnerable to import competition. However, due to
the relatively high quality of Canadian seafood compared with imports, the majority of fresh fish and shellfish
consumed in Canada will continue to be produced domestically.

Exports are expected to grow at a much faster rate than during the previous period, which is expected to drive much
of the overall industry growth. While exports to Asia are expected to be prominent, they are slim in comparison with
the expected expansion in exports to the European Union. Exports of Canadian seafood to the European Union are
anticipated to expand dramatically with the implementation of the Comprehensive Economic and Trade Agreement
(CETA) between Canada and the European Union (EU) in late 2017. Previously, EU tariffs on Canadian seafood
were very high. For example, the Canadian government's website on the CETA lists EU tariffs of 8.0% on Canadian
live lobster, 16.0% on Canadian frozen lobster, 20.0% on Canadian processed lobster and 20.0% on Canadian
mussels. The CETA will eliminate these tariffs and is expected to drastically increase the quantity and profit of
Canadian seafood exported to the European Union. However, the European Union represents a small fraction of
industry exports at the moment, so this potential boost in exports will not be significant in the short term. This is
highlighted in the growth of exports to Denmark, Spain and other European countries. Further, the recent
implementation of the United States-Mexico-Canada Agreement is forecast to support the preexisting trilateral
supply chain that has fuelled trade patterns in the past. Over the five years to 2025, IBISWorld expects exports to
grow an annualized 2.5% to $4.8 billion.
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FISHING FOR SCALE

Ultimately, the fate of the industry is contingent upon the current turn to
global consolidation and vertical integration.

As dominant operators acquire smaller companies on a global scale, the industry will inevitably become more reliant
on foreign investment and more expansive, vertically integrated systems. This will drive up profit for these
multinational businesses and it will further entrench their economic capabilities while limiting smaller entrants'
opportunities to broader markets. These developments have bifurcated the industry into a handful of floating factory
ships owned by the largest operators and small- to medium-sized enterprises that operate onshore. Consequently,
the gap in profitability between these two groups has been on the rise and is anticipated to keep growing amid
continued consolidation activity. Industry profit, defined as earnings before interest and taxes, is expected to grow
modestly from 5.2% in 2020 to 5.6% in 2025. Moreover, while Canada remains a fertile marine ecosystem for global
operators, a majority of seafood preparation may move overseas to take advantage of inexpensive labour and less
stringent regulatory bodies.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Per capita
annual seafood

consumption
 (Pounds (lb))

2020 6,180 1,222 580 559 24,309 4,284 3,267 780 5,162 9.10
2021 6,497 1,278 581 558 24,949 4,498 3,458 805 5,457 9.03
2022 6,714 1,320 581 556 25,436 4,670 3,489 823 5,532 9.10
2023 6,815 1,339 579 554 25,592 4,726 3,597 829 5,685 9.14
2024 6,951 1,365 580 554 25,834 4,809 3,711 839 5,853 9.16
2025 7,017 1,376 579 553 25,903 4,843 3,789 842 5,962 9.14
2026 7,052 1,381 578 551 25,954 4,856 3,851 844 6,046 9.14

Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

The industry has static product offerings

The industry is undergoing consolidation

Domestic and foreign markets wholeheartedly accept prepared seafood products
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The Seafood Preparation industry in Canada is in the mature stage of its life cycle, characterized by industry
consolidation, static product offerings and market acceptance. Industry value added (IVA), which measures an
industry's contribution to the overall economy, is expected to grow at an annualized rate of 0.7% over the 10 years
to 2025. Comparatively, Canadian GDP is forecast to grow at an annualized rate of 1.8% during the same period.
Industry performance is tethered to stability in broader macroeconomic trends, entrenching it within the ecosystem of
the global seafood supply chain as an established producer.

In line with other mature industries, the industry is undergoing substantial consolidation. As the number of less
productive nonemployers and small enterprises declines, major seafood preparation companies, such as Clearwater
Seafoods Inc. and High Liner Foods Inc., are expanding their operations worldwide and undertaking acquisitions of
smaller companies. While the industry is becoming more technologically advanced, this is primarily a result of the
consolidation of the industry, as larger players can use more expensive equipment in their operations. Finally, the
industry's prepared seafood products are widely accepted both in Canada and in foreign markets. Industry operators
regularly market new products, to meet and shape consumer demand. However, new offerings mostly represent
alterations of long-established processed seafood products, which is a salient indicator of a mature industry.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Grocery Wholesaling in Canada

Fish & Seafood Wholesaling in Canada

Frozen Food Production in Canada

2nd Tier

Fast Food Restaurants in Canada

Supermarkets & Grocery Stores in Canada

Full-Service Restaurants in Canada

Warehouse Clubs & Supercentres in Canada

Caterers in Canada

Food Service Contractors in Canada

Key Selling Industries
1st Tier

Fishing & Seafood Aquaculture in Canada

2nd Tier

Pump & Compressor Manufacturing in Canada

Animal Feed Production in Canada

Ship Building in Canada

Boat Building in Canada

Products & Services

  The Seafood Preparation industry in Canada offers a wide array of
products, including fresh, frozen, canned or prepared fish and shellfish.

While there is a myriad of prepared seafood comestibles that supermarkets purchase, this report will include those
with the most demand.

SEAFOOD AND MARINE PRODUCTS

Seafood and marine products, principally shellfish, comprise most of
industry revenue, maintaining a sizable share of revenue since these
products command high price premiums.

Shrimp and prawns are prominent products and shrimp is a wildly popular seafood choice with recipe applications
worldwide. Furthermore, cold water shrimp has a distinct flavour as compared with warm water varieties and are
staples in many diets due to their small size and versatility. The United States and Canadian regions are the source
for most of the world's cold-water shrimp.

Lobster and crab, although not as significant based on weight, have a price premium that grabs a sizable chunk of
industry revenue. Most sales of crab are through exports to the United States and Asia, where demand is especially
high. Typically, the most valuable seafood products for export are lobster, Atlantic salmon, snow crab and shrimp.
Overall, this product segment is expected to account for 57.5% of industry revenue in 2020, down from 61.3% in
2015. The primary reason for this decline has been the economic volatility experienced in domestic markets over the
past five years, which has constrained consumer spending on more costly seafood products, such as lobster and
crab.
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CANNED AND PRESERVED FISH

Canned and preserved fish are expected to account for 23.5% of industry
revenue in 2020, up from 19.2% in 2015.

This segment has relatively stable pricing models due to the preservability of these products. With preservation
practises mostly perfected, products that may have been unsuitable for fresh or frozen use can be prepared, salted,
pickled or otherwise processed to create a usable product with an extended expiration date. As seafood prices
continue to increase and health consciousness persists, consumers with a desire to consume seafood without
suffering price hikes will substitute fresh and frozen fish with their preserved counterparts. As a result, these
products have become increasingly popular over the past five years. In particular, canned tuna regularly accounts
for a strong portion of domestic demand alongside canned salmon.

OTHER SEAFOOD PRODUCTS

All other marine products represent the remainder of industry revenue
and are expected to account for 19.0% of revenue in 2020, down slightly
from 19.5% in 2015.

This includes livers, roes and milt, anchovies, caviar, mussels, scallops and other seafood products. The mixture of
products in this segment mitigates volatility in the amount of revenue generated by other seafood products, as each
product within the segment can be used in a multitude of ways.

Demand
Determinants

The primary determinant of demand for the Canadian Seafood Preparation
industry's products is the level of fish and seafood consumption in
Canada and abroad, given exports' significant share of industry revenue.

Seafood consumption is influenced by several macroeconomic and preferential factors.

Price of seafood

The price of seafood affects the level of seafood consumption and, therefore, demand for industry products. As the
price of seafood goes up, consumers are more likely to purchase less seafood and instead buy chicken, beef, pork
and other similar protein substitutes. Since fresh fish and seafood must be served close to where it was harvested to
avoid spoiling, these products must be priced accordingly so that they are appealing to consumers. Conversely, the
prices of canned and frozen fish products are typically low and relatively stable, which diminishes the effect that
price has on demand for these products.

Income

Disposable income levels are also important in determining the degree of demand for industry products. Fish and
seafood products are more expensive than similar foods. Therefore, when income levels decline, there is typically a
decrease in seafood consumption. Lobsters, in addition to oysters and other mollusk products, are particularly
expensive and are most often eaten in restaurants rather than individual households. As disposable incomes rise,
consumers are more likely to visit restaurants and eat more profitable seafood products, such as shellfish. This
helps to explain the forecast decline in industry revenue in 2020 due to the spread of COVID-19 (coronavirus). With
consumer confidence expected to fall amid a forecast decline in consumer spending, many customers are expected
to reduce consumption of more costly industry products.

Health consciousness

Fortunately for the industry, factors such as perceived nutritional value often override price concerning the purchase
of fish and seafood. Fish is often perceived as a healthier protein source than other meats. For example, several
studies have shown that consuming omega-3 fatty acids, abundant in seafood, reduces the risk of various cancers.
Perceptions such as these increase demand for industry products. However, health concerns can also have a
negative influence on demand for seafood. For example, the perception that fish often contains high levels of
mercury has encouraged some consumers to limit their consumption of seafood. Also, some less expensive industry
products, such as breaded and fried fish sticks, are not considered any healthier than other non-seafood foods,
which may serve to hamper demand in these areas.

Demand for seafood abroad

Exports of prepared seafood, which account for an estimated 69.3% of industry revenue in 2020, represent the
largest market for industry operators. As a result, the rate of seafood consumption abroad has a crucial effect on
demand for industry products. Demand for seafood abroad is growing rapidly and is expected to continue to grow as
the global middle class expands and demands more protein for their diets. Demand for seafood is expected to
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increase particularly in burgeoning Asian markets, where seafood comprises a vital part of local diets.

China and Japan already represent the second- and third-largest destinations for Canadian processed seafood
exports. While demand from Japan for Canadian seafood has been in long-term decline compared with historically
high exports prior to 2006, demand from Vietnam, Hong Kong and other economically strong Asian states has been
growing rapidly and is expected to continue to do so as the middle classes continue to grow in these countries.
China, in particular, cut tariffs on Canadian seafood imports in early 2017, encouraging industry growth. In addition,
the implementation of a Canadian-European free trade agreement in late 2017 is expected to have a substantial
influence on demand for Canadian seafood in Europe. This agreement, which will remove almost all European
Union tariffs on Canadian seafood, will drastically reduce the price of Canadian seafood in Europe, thereby
substantially increasing demand for industry products.

Major Markets

  EXPORTS

Foreign buyers represent the largest market for industry products and are
expected to account for 69.3% of the Canadian Seafood Preparation
industry's revenue in 2020, down from 70.9% in 2015.

While per capita seafood consumption is relatively high in Canada, the majority of seafood produced in the country
is exported. The United States, given its proximity and the size of its market for seafood, is expected to account for
64.3% of the industry's exports in 2020. As a result of the rapid appreciation of the US dollar relative to the Canadian
dollar, Canadian products are more easily affordable in the United States. Consequently, since 2015, exports to the
United States are expected to grow an annualized 3.8%, driving overall export growth. Increased demand for
Canadian processed seafood from the United States, China, Japan and other countries has also kept Canadian
export growth strong and is expected to drive export growth in the future. The implementation of a Canada-
European Union free trade agreement in late 2017, which will drastically lower European tariffs on Canadian
seafood, is also expected to shape future export growth. For more information, refer to the International Trade
section of this report.

FISH AND SEAFOOD WHOLESALERS

The Fish and Seafood Wholesaling industry in Canada (IBISWorld report
41314CA) and other distributors are estimated to account for 23.1% of
industry revenue in 2020, up from 22.2% in 2015.

As a result, fish and seafood wholesalers represent the largest domestic market for industry products. Wholesalers
and distributors subsequently sell these products to fish and seafood markets, supermarkets, various types of
restaurants and companies engaged in the further processing of fish and seafood products. In addition, fish and
seafood wholesalers sell industry products to institutional, commercial and professional consumers, as well as
industrial producers engaged in the manufacturing of animal food, pharmaceuticals, fertilizers and a range of other
niche products. Over the five years to 2020, this market segment is expected to increase primarily as a result of a
decline in the share of revenue accounted for by exports.

RETAIL STORES AND OTHER

Retail stores and other, which include supermarkets with a seafood
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section, are estimated to account for 7.6% of revenue in 2020, up from
6.8% in 2015.

While the majority of seafood markets and supermarkets are stocked through wholesalers, this market segment only
represents those markets and supermarkets that buy prepared fish and seafood products directly from industry
operators.

Given that small restaurants typically purchase fish and seafood products from food retailers and to a lesser extent,
wholesalers, this market segment is primarily composed of franchise chains. For example, restaurant chains such as
McDonald's and Red Lobster purchase frozen white fish and various seafood products from the industry in bulk. This
market segment is expected to grow as a share of industry revenue during the period, primarily as a result of slower
forecast growth in industry exports.
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International Trade Exports in this industry are    High and Steady

Imports in this industry are    High and Steady

As in many industries, operators in the Seafood Preparation industry in Canada engage in a significant level of trade
with operators in the United States. With favourable terms under the North American Free Trade Agreement
(NAFTA), established in 1994, the two countries have historically engaged in a high level of international trade.
Recently, the implementation of the United States-Mexico-Canada Agreement is expected to support trilateral
interdependence in upcoming years. Furthermore, the Comprehensive Economic and Trade Agreement (CETA)
between the European Union and Canada was implemented in late 2017, which will indelibly shape future trade
relations in the industry.

Imports

Industry performance is affected by substantial competition from imports. Canada is home to a sizable domestic
fishing and aquaculture industry, which provides ample inputs for seafood preparation, granting the industry a
competitive advantage relative to many other countries. However, countries such as China, Thailand and Vietnam
also have developed fishing and aquaculture industries that rival Canada's, hence the outsize role of these countries
in industry trade. Also, these countries have the added advantage of very inexpensive labour and less intense
regulatory bodies. As a result, a significant portion of the less expensive prepared seafood that is consumed in
Canada is from imports. Due to growing domestic demand for higher-quality local seafood and improved cost
efficiency among foreign seafood preparers, imports are expected to increase at an annualized rate of 1.5% to $3.3
billion over the five years to 2020. The United States remains Canada's largest source of imported prepared
seafood, given the ease of trade resulting from proximity and a free trade agreement. Despite the competitive
pressure imports create, most of the industry's imports come from the import of seafood products that are not
prevalent in Canada, such as tuna and trout. In 2020, imports are expected to satisfy 63.3% of domestic demand.

Exports

Exports are immensely important to the Seafood Preparation industry in Canada, representing the industry's largest
market segment. Canada has the longest coastline of any country on earth and contains large productive fishing
stocks, particularly in the Maritime Provinces. Also, British Columbia is home to a vast and dynamic salmon
aquaculture industry. Canada's abundant fishing and aquaculture industries have provided the seafood preparation
industry with a sufficient supply of fish and seafood inputs to become one of the largest seafood industries in the
world. The industry is bigger than total Canadian demand for prepared seafood.

A robust marine infrastructure and favourable trade policies have created a viable market position for domestic
processors in the global seafood supply chain. As a result, exports are estimated to account for 69.3% of industry
revenue in 2020. As demand abroad for high-quality seafood has risen, exports have grown in turn. The primary
driver of this growth has been the appreciation of the US dollar relative to the Canadian dollar, making Canadian
seafood less expensive in the United States, which is the industry's largest export market. This appreciation has
helped exports to the United States grow an annualized 3.8% since 2015. Moreover, China announced tariff cuts on
Canadian seafood in early 2017, bolstering industry revenue in another major market. Ultimately, growing seafood
consumption worldwide along with favourable trade agreements have encouraged industry exports. Overall, exports
are expected to grow an annualized 0.2% to $4.3 billion over the five years to 2020.
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Business
Locations

  The Seafood Preparation industry in Canada is heavily concentrated in the Atlantic provinces, where the majority of industry
establishments are located. Due to the vast abundance of fish and seafood in the waters surrounding these provinces, the fishing
sector has long played a crucial role in the economy of the region. Overfishing has depleted many regional fish stocks, including
cod, which was previously a vital component of the economy of Nova Scotia. However, Atlantic Canada remains the source of
almost all of Canada's most lucrative fish and shellfish species, including lobster, snow crab, shrimp and scallop, due to a strong
and established marine infrastructure that facilitates industry activity.

The industry is heavily concentrated in Atlantic Canada, as fish preparation benefits from being close to significant sources of raw
fish and shellfish. As a result, most major industry players have their headquarters or primary production facilities in the region.
Clearwater Seafood Inc., High Liner Foods Inc. and Fisher King Seafoods Limited, which are all notable companies in this
industry, are located in Nova Scotia, while Cooke Aquaculture Inc. is headquartered in New Brunswick, exemplifying this pattern.

While the industry is spread across Atlantic Canada, it is particularly prevalent in Nova Scotia. The fishing industry in Nova Scotia
is particularly prolific. According to Islandsbanki's 2016 report on Canadian seafood (latest data available), more than 50.0% of
Canada's harvest of lobster, snow crab and shrimp, in addition to almost all of Canada's harvest of scallops, were sourced from
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Nova Scotia alone. As a result, Nova Scotia is expected to account for 22.4% of industry establishments in 2020, according to
2020 figures from Statistics Canada.

While not as concentrated as in Atlantic Canada, the industry has a substantial presence on the Pacific Coast. British Columbia is
home to the majority of Canada's growing salmon aquaculture industry. As a result, the province is home to an estimated 20.3% of
industry establishments in 2020. Quebec, which also has a long coast on the fish and shellfish-rich northern Atlantic, is home to
14.7% of industry establishments in 2020. Other provinces, which either lack a substantial coastline or are located in the far north,
house fewer notable numbers of fish preparation establishments.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Seafood Preparation industry in Canada has a low level of market share concentration, with the top four
companies expected to account for 16.5% of industry revenue in 2020. While larger companies, such as Clearwater
Seafoods Inc., account for a sizable portion of industry revenue, the majority of industry operators are small
nonemployers or small-scale local employers. However, the industry is gradually consolidating on a global scale with
most large operators striving for vertically integrated business models. Over the five years to 2020, enterprise figures
are expected to contract faster than establishments, suggesting that larger companies have been purchasing
smaller operations to bolster market share. This also suggests that smaller operators, namely nonemployers, are
exiting the industry because of the growing strength of more integrated companies. Moreover, with the industry's
consolidation, the major players of the industry have lost market share during the period. This is representative of
mid-sized players expanding operations and becoming increasingly competitive in the industry as they capture
market share from the largest players. Industry players that are vertically integrated with fishing or aquaculture
operations have access to a less expensive and more reliable source of inputs, while those that are vertically
integrated with seafood wholesaling operations can more securely and reliably distribute products to the market.
Such vertical integration can substantially reduce an industry operator's costs and improve profitability. Additionally,
large industry operators that make use of high-tech seafood processing facilities, such as floating factory ships, can
produce far greater quantities of processed seafood at lower relative costs. Both of these trends are working to
increase industry market concentration. Ultimately, industry consolidation has been the trend over the past five
years and will likely continue in the future. The growing consolidation is not just within Canada's borders, as more
dominant companies acquire international fisheries, facilities and businesses to expand their market share. The
globally integrated networks that these companies boast will further fuel their dominance and increase the rate of
consolidation. Nonetheless, the domestic landscape is still dominated by smaller players, with 59.7% of all
employing establishments having a staff of fewer than 50 people, according to 2020 figures from Statistics Canada.

Key Success
Factors

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

Marketing of differentiated products:
Offering a wide range of differentiated products enables producers to expand market reach and mitigate the effects
of demand variability and seasonality.

Control of distribution arrangements:
Appropriate distribution arrangements help maintain product quality through the supply chain by reducing the
likelihood of product damage during transit.

Supply contracts in place for key inputs:
Contracts with raw seafood suppliers reduce supply volatility. Guaranteed supplies at established prices assist in
minimizing supply costs and improving production planning.

Ability to pass on cost increases:
The ability to pass on higher seafood input costs to downstream consumers helps reduce volatility from shifts in
upstream industries and enables processors to maintain high profit.

Access to high-quality inputs:
The majority of seafood products are predominantly judged based on quality. Producers must ensure that raw
seafood inputs meet customers' quality expectations to achieve recurring sales and new clients.



Seafood Preparation in Canada January 2021

25 IBISWorld.com

Cost Structure
Benchmarks

  Profit

Profit, measured as earnings before interest and taxes, is expected to
account for 5.2% of the Canadian Seafood Preparation industry's
revenue in 2020, down from 6.1% in 2015. Industry profit has fluctuated
significantly over the five years to 2020, primarily due to shifts in the
industry's structure with operators exiting or merging. While few large
companies reap the benefits of vertical integration, many smaller
operations do not have the resources to realize economies of scale.
Therefore, the majority of the industry does not realize the higher profit
that integrated companies attain. However, in the future, as the industry
consolidates on a global scale, industry profit should rise.

Furthermore, most small operators rely on inputs from upstream
fisheries, thereby making the price of seafood a determinant of
profitability. Seafood prices have been on the rise since 2015 amid
rising demand and health consciousness worldwide. As a result,
purchasing costs have increased for most operators, bifurcating the
industry into the more profitable vertically integrated industry leaders
and the less profitable processors of purchased seafood. Despite
consolidation efforts, even larger businesses are mired by rising capital
expenditures for factory ships and automation initiatives, pressuring
profitability in the short run.

 

  Wages

Wages are expected to account for 12.6% of industry revenue in 2020,
down from 13.4% in 2015. Nonemployers and other small enterprise
operations are highly labour intensive given the amount of deboning,
filleting and other forms of processing that must be carried out
manually. However, labour costs for large industry players that conduct
their operations in high-tech factories and floating factory ships are
much lower, particularly for shellfish processors. As the industry has
consolidated and larger companies have increased their presence in
the industry, wage costs as a whole within this industry have
decreased.
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  Purchases

Purchases represent the largest cost for the industry and are expected
to account for 67.4% of revenue in 2020, up from 64.5% in 2015. All
products that the industry processes are made of fish and shellfish,
which consequently constitute the majority of purchase costs. Other
purchases include, but are not limited to, tin cans used as inputs in the
production of canned fish and shellfish, bread crumbs for fried products
and cardboard boxes for frozen fish products. Over the five years to
2020, purchases have increasingly shifted from accounting for fresh
fish and shellfish to accounting for fish feed and other inputs that go
into fish farming and harvesting. This is due to the increasing level of
vertical integration in the industry that has led to structural changes in
the industry.

 

  Marketing

Marketing costs for this industry are small, particularly given the
significant number of nonemployers and other small-scale industry
operators. Marketing expenses are expected to account for 0.4% of
industry revenue in 2020, down from 0.7% in 2015.

 

  Depreciation

Depreciation is expected to account for 2.0% of industry revenue in
2020, up from 1.8% in 2015. Depreciation has also fluctuated during
the period as a result of shifts in the industry's structure with many
operators merging and investing in new capital as they expand their
operations.
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  Rent

Rent costs are expected to account for 1.5% of industry revenue in
2020, down from 2.0% in 2015.

 

  Utilities

Utility costs are expected to fall over the five years to 2020 as fish
processing practices change from mainland operations to floating
factory ships and other advanced facilities. Utilities are expected to
account for 1.5% of industry revenue in 2020, down from 1.8% in 2015.

 

  Other Costs

Other costs, such as insurance and administrative expenses, are
expected to account for the remaining 9.4% of industry revenue in
2020, down from 9.7% in 2015.
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Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  INTERNAL COMPETITION

Industry products are generally homogeneous, meaning that operators in
the Seafood Preparation industry in Canada typically compete based on
price.

Furthermore, due to federal quality assurance policies, the quality of seafood products is a set standard. Price
regulation is important for industry operators supplying the food service industry because restaurants are more likely
to remove seafood products from menus and consumers will forego it for other substitutes if it becomes too costly.
For example, price competition among processors of frozen and canned fish varieties, such as cod, pollock,
haddock, tuna and whiting, is intense because consumers typically make purchases of these relatively
homogeneous products based on price rather than perceived quality.

Seafood processors and packers also compete through branding. Although not essential to success in the industry,
branding is becoming a major competitive tool in the retail market. Ultimately, strong product recognition will become
critical for maintaining market share and generating sales growth in the premium seafood product segment. Major
seafood product manufacturers regularly stimulate consumer interest in their brands by employing techniques such
as updating packaging and introducing new products under a familiar brand name. Moreover, certain brands,
through marketing, can become associated with environmentally friendly business decisions, sustainable sourcing or
organic practises that weigh heavily on consumer preferences.

Industry operators also compete among themselves through the securing of stable supply and distribution chains.
The ability to secure fish and shellfish inputs is crucial to a seafood preparer's operations, which is ideally realized
through vertical integration with fishing and aquaculture operations. Establishing fair and reliable relationships with
wholesalers and retailers that sell industry operators' products is also crucial to maintaining a competitive edge in
the industry.

Competition in the industry is increasing as smaller players are expanding their operations by merging and acquiring
other players while investing in capital, which has led to consolidation. However, it has also resulted in dilution of the
industry market share concentration, as mid-sized operators have become increasingly competitive in recent years.
This is the product of increasing competition from domestic and foreign operators as seafood consumption
continues to increase.

EXTERNAL COMPETITION

Alongside internal concerns, the industry is subject to a significant
amount of external competition.

The industry is also subject to competition from protein substitutes such as beef, pork, lamb and chicken products.
Even when seafood prices are high, many opt to consume seafood over such substitutes due to the perceived
health benefits of seafood compared with other meat products. However, when the disparity between seafood and
other meat product prices is high enough, a significant number of Canadians can be expected to choose other meat
products rather than seafood. Chicken is a particularly close seafood substitute, as chicken is generally deemed to
be healthier than most other meat products, excluding most seafood. As a result, the industry experiences
particularly strong external competition from manufacturers of chicken products in particular.

Barriers to
Entry

Barriers to Entry in this industry are    Low and the trend is Increasing
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  Barriers to entry in the Seafood Preparation industry in
Canada are low, but ultimately depend on the scale of
production the entrant pursues. Nonemployers and other
very small operators are often seafood industry workers
that have set up a processing facility convenient to a
source of fish. These small operators may purchase fish
and shellfish, rather than farm or catch it themselves,
which they then eviscerate or shuck and then sell to
nearby fish and seafood markets and distributors. Such
small operations require almost no start-up costs and can
begin with rudimentary equipment and the knowledge of
basic seafood processing techniques.

While barriers to entry for small operators are very low,
the barriers are substantially higher for larger or vertically
integrated processors. Canadian seafood production is
characterized by large-volume production, a trend that is
increasing as the industry consolidates on a global scale.
Most seafood products have low per unit values, making
economies of scale necessary to cut average production
costs for large operators.

Challenges for new entrants exist where vertically
integrated processors have established secure seafood
supplies and control fishing quotas. This limits new
entrants because alternative seafood supplies can be
difficult to obtain. With these advantages, vertically
integrated fisheries have increasingly adopted the floating
factory ship business model in which a fishing vessel is
equipped with seafood preparation and storage
capabilities, thereby eliminating the need for downstream
processors onshore. Although these are not barriers to
industry participation, new entrants may suffer,
contributing to the relatively fragmented nature of industry
operations.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Heavy  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  The Seafood Preparation industry in Canada is highly globalized. The majority of industry operators are relatively small
and operate within a provincial or regional area. However, most larger players are vertically integrated, sourcing their
seafood and preparing their product internationally. For example, several operators mentioned in this report are
headquartered in Canada, but have worldwide production facilities and fisheries. Plus, even domestic seafood preparers
process marine products sourced from across the world, contributing to the high level of globalization.

Consequently, the industry is also highly involved in international trade. Imports are expected to account for 63.3% of
domestic demand in 2020, with the majority coming from the United States and cost-efficient countries in East and South
Asia. Exports are the most important market for industry products and are expected to account for 69.3% of industry
revenue in 2020. This is a much larger market than domestic Canadian wholesalers and other distributors, tethering
industry performance to international macroeconomic trends. As the global middle class grows and demands increasing
quantities of protein-rich food, exports of high-quality Canadian seafood are expected to increase even further.

In addition, international trade agreements have fuelled globalization. The North American Free Trade Agreement
(NAFTA) has influenced trade patterns between Canada, the United States and Mexico since its inception, resulting in the
United States being the largest source of imports while also being the premier destination for exports. The recent
implementation of the United States-Mexico-Canada Agreement is expected to sustain this trilateral interdependence in
the upcoming years. Furthermore, the Comprehensive Economic and Trade Agreement (CETA) between Canada and the
European Union (EU) was approved by the European Parliament and implemented in late 2017. Under this agreement,
high EU tariffs on Canadian seafood will be dropped, which will likely drastically increase the quantity and value of
industry exports. With increasing globalization and vertical integration, consolidation on a global scale will likely
characterize the industry moving forward.
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Major Companies

Major Players Clearwater Seafoods Incorporated

Market Share: 5.1%

  Founded in 1976 and headquartered in Bedford, NS, Clearwater Seafoods Inc. (Clearwater) is North America's
largest vertically integrated harvester, processor and distributor of shellfish. Clearwater operates nine active floating
factory vessels, eight onshore processing facilities and two distribution centres. Operations are primarily centralized
in Canada, yet the company also operates facilities in the United States, Europe, Asia and Argentina. Of the
industry-relevant processing plants, five are located within Atlantic Canada in Nova Scotia and Newfoundland and
Labrador. Clearwater processes lobster, snow crabs, clams and sea scallops at its Canadian locations.

The company employs more than 2,000 workers across all of its global operations. Clearwater offers a variety of
prepared seafood products, including fresh and frozen lobster, frozen scallops, frozen arctic surf clams, cooked
Canadian cold-water shrimp and fresh snow crabs. The company markets itself as a provider of high-quality,
profitable wild seafood. According to the company's 2019 annual report (latest data available), Clearwater generated
$616.2 million in total revenue in 2019.

Financial performance

Clearwater has developed a substantial market share within the Seafood Preparation industry in Canada primarily
through its acquisition of fishing licences and quotas. For example, Clearwater owns the quota for 49.0% of the total
catch of Atlantic scallops, as well as all of the licences for Canadian offshore fishing of lobster and surf clams. By
controlling access to such a large supply of shellfish, Clearwater has assured itself a steady supply of inputs for its
seafood preparation activities while simultaneously enabling the company to deny seafood inputs to competitors.
However, the company is expected to lose market share during the period, due to an increased focus on global
expansion.

Clearwater's Canadian seafood preparation segment has performed well since 2015 as the company has been
bolstered by organic growth and a series of acquisitions over the five years to 2020. In October 2015, Clearwater
purchased Macduff Shellfish Group for $206.0 million, making it the largest acquisition in company history. The
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acquisition resulted in an increase of more than 6.8 million kilograms in Clearwater's annual supply, which resulted
in revenue growth of 30.7% in 2016. Over the five years to 2020, Clearwater has increased investment in productive
technologies and leveraged its dominance of fish and shellfish quotas to increase production to meet strong growth
in downstream demand for seafood products. Industry-relevant revenue is expected to grow an annualized 1.7% to
$315.7 million during the period, despite a significant forecast downturn in 2020 as a result of the COVID-19
(coronavirus pandemic). In fact, IBISWorld expects the company's industry-relevant revenue to decline 16.5% in
2020 alone, as the forecast decline in consumer confidence is expected to lower consumer spending on more costly
seafood products, such as lobster and crab. Moreover, Clearwater's operating profit, measured as earnings before
interest and taxes, suffered early during the period, but is expected to reach $2.5 million in 2020.

 
Clearwater Seafoods Incorporated (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 290.3 N/C -40.3 N/C
2016 379.6 30.8 12.3 N/C
2017 394.0 3.8 22.8 85.4
2018 373.5 -5.2 -1.2 N/C
2019 378.2 1.3 34.7 N/C
2020 315.7 -16.5 2.5 -92.8

Source: Annual Report and IBISWorld
Note: *Estimates

Other Companies The Seafood Preparation industry in Canada is characterized by numerous small- and medium-sized enterprises
that control a small share of industry revenue. The companies that command a higher market share are typically
vertically integrated companies with fishing, processing and distribution capabilities alongside the resources to
invest in capital infrastructure such as floating factory ships to ensure quality assurance. Bereft of parallel resources,
most industry operators are small fresh seafood processors that cater to local distributors and retailers through their
portside seafood purchases. As a result, only Clearwater Seafoods Inc. (Clearwater) is expected to capture more
than 5.0% of market share in 2020. However, consolidation activity has been strong during the period and these
other companies have become increasingly competitive, which is expected to erode Clearwater's market share
somewhat. High Liner Foods Inc. is expected to also lose market share during the period, going from a 5.0% share
of the market in 2015 to an expected 3.9% in 2020.

Fisher King Seafoods Ltd.

  Market Share: 4.2%
  Founded in 1996, Fisher King Seafoods Ltd. (Fisher King) has focused on sustainably harvested Atlantic Canadian

seafood items. Headquartered in Halifax, NS, the company's proximity to some of the richest marine ecosystems on
the planet has helped propel it into the global seafood market. Fisher King's product selection ranges from sushi and
quality seafood to crustaceans, shellfish and finfish through a myriad of suppliers and fisheries. Fisher King sources
its seafood from across the world, with an estimated two-thirds of its catch from domestic fisheries. The company
then processes them at its onshore facilities with an estimated 50 employees. Fisher King's industry-relevant
revenue is expected to grow during the period and result in increased market share for the company. In 2020, Fisher
King's industry-relevant revenue is expected to reach $260.2 million, accounting for 4.2% of the industry market.

High Liner Foods Inc.

  Market Share: 3.9%
  High Liner Foods Inc. (High Liner) is one of the largest processors and marketers of frozen seafood in North

America. The company has a history that dates back to 1899 and it adopted the High Liner name in 1999.
Headquartered in Lunenburg, NS, where it conducts a significant amount of its operations, High Liner has a larger
presence in the United States, where it has made many recent acquisitions. High Liner is the parent company of
several seafood processing, distribution and retail businesses that are headquartered outside of Canada, including
Viking Seafoods Inc. and American Pride Seafood in the United States and High Liner Thailand. The company
employs nearly 1,200 workers, an estimated 300 of which are located domestically.

To capture as much of the frozen seafood market as possible, High Liner offers a wide array of products, including
breaded, battered and nonbreaded cod, haddock, sole, ocean perch, tilapia, pollock and salmon. It also sells
products made of squid, mussels, shrimp and other mollusks and crustaceans. Given that the production process is
similar, High Liner also offers frozen breaded chicken products, although these operations are not considered
relevant to the industry.

Over the five years to 2020, industry-relevant revenue is expected to decline an annualized 2.6% to $243.0 million,
after a difficult second-half of the period. In particular, the spread of COVID-19 (coronavirus) is expected to lower
downstream demand for the company's products, as more affordable protein sources, such as chicken and turkey,
become more attractive to consumers. As a result, the company is expected to lose market share to companies that
have increasingly consolidated.
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Cooke Aquaculture Inc.

  Market Share: 3.3%
  Headquartered in New Brunswick, Cooke Aquaculture Inc. (Cooke Aquaculture) is a vertically integrated seafood

company focusing on aquaculture, fisheries and seafood preparation. Founded in 1985 as Kelly Cove Salmon, a
strict aquaculture operation, the company has expanded into many other business activities stemming from its
aquaculture foundations. The company is now a global seafood leader with production facilities in Canada, the
United States, Chile, Uruguay, Spain and Scotland. The company's global presence was established in 2004 when
the company purchased Atlantic Salmon of Maine. Prior to 2004, Cooke Aquaculture's mergers and acquisitions
remained within Canada. The company employs an estimated 9,400 employees, of which more than 1,800 are in
Atlantic Canada. According to the company's 2020 newsletter, it generated about $2.4 billion in total revenue in
2019.

Cooke Aquaculture's industry-relevant seafood preparation activities are conducted under the company's True North
Salmon, Heritage Salmon and Jail Island Seafood operations. The company primarily produces prepared salmon
products, but also processes trout, sea bass and sea bream. The company's growth is mainly due to merger and
acquisition activity over the past five years. Prior to the period, in 2014, the company acquired Meridian Salmon
Farms Limited, a Scottish Salmon farming business. In 2015, the company created Cooke Seafood USA Inc. and
purchased the Wanchese Fish Company. In 2016, Cooke Aquaculture acquired Icicle Seafoods Inc. (United States),
Grinfin SA (Argentina), Fripur SA (Uruguay) and Marine Harvest ASA (Chile). In 2017, the company purchased
Omega Protein Corporation to expand into fish oil supplements. Recent growth is largely international and outside
the scope of the industry, but has streamlined its vertical integration systems. Overall, the company's industry-
relevant revenue is expected to total $203.7 million in 2020, representing a 3.3% share of the market.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Medium

  The Seafood Preparation industry in Canada has a
moderate level of capital intensity, with the average
operator spending an estimated $0.16 on capital for every
$1.00 spent to labour in 2020. Seafood processing is a
labour-intensive rather than capital-intensive process,
although capital expenditure varies by the size and scope
of operations. This is particularly the case for
nonemployers that often use no machinery whatsoever.
According to 2020 figures from Statistics Canada,
nonemployers comprise a significant proportion of industry
establishments (28.6%) in 2020, but that figure has
decreased over the five years to 2020. The reason for this
is that the share of revenue gathered by companies that do
employ has increased much faster. Labour also plays a
major role in the production process of medium-size
companies, where tasks such as cutting and filleting fish
are still carried out by hand. However, these companies
and their larger counterparts are much more likely to have
the resources to invest in labour-saving machinery.
Accordingly, the industry's level of capital intensity is
expected to increase during the period as companies have
increasingly invested in capital to expand operations.

Despite this industry's level of labour intensity, medium and
large industry enterprises make substantial use of capital in
their operations. These operators make use of high-speed
production lines, which use machinery to conduct the
majority of the sorting, processing and packaging of fish
and other seafood. In these factories, labour is primarily
used to supervise such machinery and perform
complementary tasks that cannot be done by machines.
High-speed production lines are very efficient, enabling
seafood processors to raise production significantly without
a similar increase in employment. Canneries, in particular,
use a high level of automation in production. Plus, the
growing attractiveness of purchasing and maintaining
floating factory ships has increased capital expenditures for
larger operators. Over the five years to 2020, more
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companies have invested in machinery to automate
processes and floating factory ships.

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.

Very Low Innovation
Concentration

Very
Unlikely

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.

Very High Market
Concentration

Very Likely 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 industry is experiencing a low level of both the rate of new patents and the concentration of patents in the industry.
This creates an environment where the threat of new technologies driving disruption is low.

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 major markets for this industry are highly concentrated, which implies that the market has a focus on key customer
segments. This presents an opportunity for strategic entrance into lower-end markets or unserved markets for innovations
to take on a disruptive trajectory.

Technological developments and progress in the production of plant-based
protein products represents a potential disruption to the Seafood Preparation
industry in Canada.

It has fuelled the growing trend away from animal-based foods and has attracted many customers by improving flavour and
increasingly replicating the taste of seafood without marine animals being caught in the process. This has shifted demand
away from seafood processors, as consumers change their food consumption habits. As a result, this trend is the primary
threat of disruption for the industry.

The level of technology change is    Medium

  Operators in the Seafood Preparation industry in Canada typically fillet, freeze,
pack, can and smoke seafood.

Technological usage varies primarily between operators of different sizes. Smaller companies, especially nonemployers,
use limited technology in their operations. These players perform fundamental preparation tasks, such as filleting, using
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small carts and knives. Larger companies use advanced technology that enables these companies to accomplish product
differentiation.

Currently, technological innovation is essential for seafood processors and packagers to gain substantial market share in
the industry. The largest players have incorporated floating factory ships into their business models, which necessitate a
large pool of resources that work to consolidate market share while maintaining quality standards. Floating factory ships,
which are included in the industry's establishment counts, are ships that have seafood preparation capabilities. This
enables operators to process, refrigerate and freeze seafood when it is at its freshest. Bereft of the substantial resourced
required to purchase and maintain such a vessel, smaller operators have increasingly struggled to compete. These smaller
businesses must process seafood that has to be brought to shore, which, while still being an integral aspect of industry
operations, is becoming less viable as these factory ships become an industry standard among the largest companies.
Ultimately, since seafood is highly perishable, the ability to process and store industry products as quickly as possible at
sea eviscerates the potential for waste while ensuring quality, thereby making factory ships an attractive model for industry
operations.

Furthermore, automation has enabled larger companies to reduce the need for labour both on and off of these ships.
Collators, conveyor lines, automated case packing equipment and carton drops reduce labour costs and are found in large
seafood plants across Canada. In particular, canneries rely heavily on equipment for efficient processes because the
process uses machines to inject cans with a product, seal the cans, then transport them without human labour. Seafood
preparers that ship frozen foods also must have machinery that permits them to flash-freeze products at peak freshness to
sell downstream, either at sea (for vertically integrated operators) or on mainland facilities.

Seafood processors also benefit from new technologies adopted by aquaculturists. Such technologies enable
aquaculturists to produce fish of a certain size, quality and flesh colour. This trend is providing high-quality inputs for
processors, thereby increasing the ability of operators to satisfy consumer preferences. For more information, refer to the
Fishing and Seafood Aquaculture industry in Canada (IBISWorld report 11411CA).

Revenue
Volatility

The level of volatility is    Medium

  Revenue volatility for the Seafood Preparation industry in Canada is expected
to be moderate to high over the five years to 2020.

In general, industry revenue tends to decline during periods of economic malaise, as consumers with declining disposable
incomes will tend to decrease their purchases of seafood, which is relatively expensive in comparison with other animal
proteins. Furthermore, oscillations in the price of food in general and seafood, in particular, are anticipated to affect revenue
fluctuations. However, the largest contributor to volatility has been international trade and high price inflation of seafood
products throughout the period. The industry's product prices are closely tied to the value of the currency as the industry is
highly globalized with major operations in the United States by Canadian companies. A depreciation in the loonie drives up
the price of the industry's products since imports from the United States become more expensive and operators can raise
their prices domestically. Increased product prices have also been a result of a decline in the domestic supply due to
increased export volumes, as exports are typically more profitable for domestic operators. While these trends benefited the
industry during a majority of the period, the global COVID-19 (coronavirus) pandemic is expected to constrain overall
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revenue growth and increase revenue volatility over the five years to 2020. The spread of coronavirus is expected to cause
a decline in consumer spending and consumer confidence in 2020, which will likely lower spending on seafood products.

Imports and exports have given rise to significant volatility over the past five years. Given that exports account for such a
large proportion of the industry's overall revenue, oscillations in market factors worldwide, particularly in the United States,
can severely hinder industry performance. In recent years, the US dollar has appreciated significantly against the Canadian
dollar, which has encouraged exports to the United States. In 2015 alone, when the loonie dropped 7.8% in value, exports
to the United States increased more than 20.0%, as industry products became relatively more affordable. However, the
primary driver behind growth in exports to the United States has ultimately been strong economic growth in the United
States between 2015 and 2019. These trends illustrate the interconnected factors that contribute to the moderate level of
industry volatility.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Increasing

The Seafood Preparation industry in Canada is subject to a high level of
regulation.

Parallel to other food sectors, seafood preparers must comply with extensive international, federal and provincial
regulations. Rules mainly pertain to employee rights, labelling laws, minimum wage, licensing and quality control.

More broadly, the Canadian Food Inspection Agency (CFIA) regulates industry products to ensure that products meet
federal food safety standards. Importers and exporters of seafood products must be approved by the CFIA, meeting strict
product sanitation standards to participate in the industry. However, compounding domestic scrutiny, Canadian seafood
exports are subject to international and destination-specific regulatory bodies, most notably the US Food and Drug
Administration. Furthermore, with environmental concerns mounting, more and more countries are ratifying environmental
legislation which may influence the industry moving forward. For example, in late 2016, the United States established the
Seafood Import Monitoring Program which raises tracing standards for all US seafood imports. Legislation such as this
directly influences industry operations and will dictate international standards in the future.

On a more granular level, the industry is subject to industry-specific federal and provincial regulations. Given the fragility of
marine ecosystems, there are stringent regulations on fishing practises such as species-specific quotas. The Fisheries Act
of 1985, which was amended as recently as 2012, prevents fishermen from harvesting fish and shellfish in ways that could
damage fish stocks or habitats. Also, it prevents the fishing and preparation industries from depositing harmful substances
into sensitive ecosystems. This act is administered jointly by Fisheries and Oceans Canada and Environment and Climate
Change Canada to ensure environmental stability. The Senate is currently overseeing a potential amendment to the
Fisheries Act which would establish stronger habitat protections, requirements for rebuilding depleted fish stocks and
contribute to the creation of a public registry to track projects relevant to fish and marine ecosystems.

Finally, many provinces have implemented additional regulations that further moderate industry operators. For example,
Nova Scotia's Fisheries and Coastal Resources Act (amended in 2015) provides for the monitoring and regulating of
seafood preparers that operate within that province. The act also enables provincial authorities to revoke seafood
preparation licences from industry operators that do not comply with provincial laws.

Industry
Assistance

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

The Seafood Preparation industry in Canada receives a medium level of
government assistance.

While there are no direct federal subsidies for the industry, the Canadian government's efforts to lower tariffs abroad for
Canadian seafood has had a substantial effect on the industry. Most significantly, efforts to implement the Comprehensive
Economic and Trade Agreement (CETA) with the European Union have been crucial to the industry. The agreement was
approved by the European Parliament and implemented in late 2017. One of the provisions includes the elimination of
almost all EU tariffs on Canadian seafood, which are currently very high. While the EU is already one of the largest export
destinations for Canadian seafood, the implementation of this treaty is expected to increase exports dramatically,
inexorably shaping the future of the industry. Similarly, while NAFTA has been at the crux of trade growth historically, the
recent implementation of the United States-Mexico-Canada Agreement is expected to continue to promote the trade of
industry products between Canada and the United States. More generally, the federal government's aggressive pursuit of
trade agreements has been a boon for industry operators in prior years and is anticipated to support the industry moving
forward, since a substantial portion of industry output is destined for export markets.

The industry is also aided through a myriad of trade associations at the provincial level. For example, Nova Scotia's
Department of Fisheries and Aquaculture regulates and supports its fishing sector through the Fisheries and Coastal
Resources Act, the Fish Harvester Organizations Support Act and the Fish Harvesters Registration and Certification Act.
Organizations including the Nova Scotia Fish Packers Association, the Association of Seafood Producers of Newfoundland
and Labrador and the Lobster Council of Canada among others help industry operators by providing networking and
training opportunities while supporting the industry's interests through lobbying initiatives.
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Due to the spread of COVID-19 (coronavirus), the Canadian Government has instituted a variety of assistance programs
that industry operators are expected to benefit from. For example, the Canada Emergency Wage Subsidy provides a
subsidy for eligible employers that have been negatively affected by the coronavirus. Additionally, operators can take
advantage of tax deferrals and improved access to credit and loans to remain liquid. The Canada Emergency Business
Account provides interest-free loans to small businesses of up to $40,000.

Additionally, self-employed operators may qualify for a taxable benefit of $2,000 every 4 weeks, for up to 24 weeks. The
industry has a significant number of self-employed operators, with more than 25.0% of companies being nonemployers in a
given year. The government is also providing $50.0 million for operators in aquaculture and fisheries businesses to put in
place the measures necessary to follow the 14-day isolation period required for workers arriving from abroad, which should
keep supply fairly steady. Further, the Canadian Government announced $62.5 million in funding for the fish and seafood
processing sector, which should directly benefit operators.
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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)

Per capita
annual seafood

consumption
(Pounds (lb))

2011 4,955 1,084 914 880 31,611 3,225 2,429 688 4,159 8.07
2012 5,073 1,130 878 847 33,034 3,190 2,469 708 4,352 7.95
2013 4,752 1,141 726 701 29,296 3,299 2,649 688 4,102 8.49
2014 4,992 1,010 688 665 25,505 3,637 2,909 673 4,264 8.35
2015 5,987 1,280 639 618 27,858 4,245 3,031 804 4,772 8.20
2016 6,712 1,363 624 604 28,473 4,569 3,171 852 5,314 8.57
2017 6,795 1,253 620 598 28,454 4,794 3,343 895 5,345 8.49
2018 6,856 1,275 613 592 26,429 4,619 3,259 852 5,497 9.09
2019 6,773 1,294 590 570 25,922 4,802 3,380 837 5,351 9.14
2020 6,180 1,222 580 559 24,309 4,284 3,267 780 5,162 9.10
2021 6,497 1,278 581 558 24,949 4,498 3,458 805 5,457 9.03
2022 6,714 1,320 581 556 25,436 4,670 3,489 823 5,532 9.10
2023 6,815 1,339 579 554 25,592 4,726 3,597 829 5,685 9.14
2024 6,951 1,365 580 554 25,834 4,809 3,711 839 5,853 9.16
2025 7,017 1,376 579 553 25,903 4,843 3,789 842 5,962 9.14

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Per capita
annual seafood

consumption
(%)

2011 5.54 11.5 -4.10 -4.04 6.79 3.39 13.2 3.17 11.8 7.45
2012 2.39 4.25 -3.94 -3.75 4.50 -1.07 1.63 2.95 4.63 -1.49
2013 -6.33 0.95 -17.3 -17.2 -11.3 3.41 7.30 -2.84 -5.74 6.79
2014 5.05 -11.5 -5.24 -5.14 -13.0 10.3 9.79 -2.16 3.94 -1.65
2015 19.9 26.8 -7.13 -7.07 9.22 16.7 4.19 19.4 11.9 -1.80
2016 12.1 6.51 -2.35 -2.27 2.20 7.63 4.64 5.91 11.4 4.51
2017 1.23 -8.13 -0.65 -1.00 -0.07 4.91 5.42 5.10 0.57 -0.94
2018 0.89 1.82 -1.13 -1.01 -7.12 -3.66 -2.52 -4.85 2.85 7.06
2019 -1.21 1.45 -3.76 -3.72 -1.92 3.97 3.70 -1.78 -2.65 0.55
2020 -8.76 -5.59 -1.70 -1.93 -6.23 -10.8 -3.35 -6.73 -3.53 -0.44
2021 5.12 4.63 0.17 -0.18 2.63 4.98 5.86 3.12 5.71 -0.83
2022 3.33 3.26 0.00 -0.36 1.95 3.83 0.88 2.23 1.37 0.83
2023 1.50 1.41 -0.35 -0.36 0.61 1.18 3.08 0.78 2.77 0.46
2024 2.00 1.93 0.17 0.00 0.94 1.76 3.18 1.15 2.94 0.16
2025 0.94 0.79 -0.18 -0.19 0.26 0.71 2.10 0.40 1.87 -0.21

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2011 21.9 58.4 65.1 157 13.9 34.6 21,761
2012 22.3 56.7 62.9 154 14.0 37.6 21,439
2013 24.0 64.6 69.4 162 14.5 40.4 23,488
2014 20.2 68.2 72.9 196 13.5 37.1 26,399
2015 21.4 63.5 70.9 215 13.4 43.6 28,864
2016 20.3 59.7 68.1 236 12.7 45.6 29,913
2017 18.4 62.6 70.5 239 13.2 45.9 31,461
2018 18.6 59.3 67.4 259 12.4 43.1 32,230
2019 19.1 63.2 70.9 261 12.4 43.9 32,278
2020 19.8 63.3 69.3 254 12.6 41.9 32,103
2021 19.7 63.4 69.2 260 12.4 42.9 32,258
2022 19.7 63.1 69.6 264 12.3 43.8 32,348
2023 19.6 63.3 69.3 266 12.2 44.2 32,405
2024 19.6 63.4 69.2 269 12.1 44.5 32,473
2025 19.6 63.6 69.0 271 12.0 44.7 32,517

Figures are inflation adjusted to 2020
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Additional Resources
Additional
Resources

Fisheries and Oceans Canada
http://www.dfo-mpo.gc.ca

Fisheries Council of Canada
http://www.fisheriescouncil.ca

SeafoodSource News
http://www.seafoodsource.com

Canadian Aquaculture Industry Alliance
http://www.aquaculture.ca

Canada-European Union Comprehensive Economic and Trade Agreement
http://www.international.gc.ca/ceta

Industry Jargon AQUACULTURE
The farming of aquatic organisms such as fish, crustaceans, mollusks and aquatic plants.

FLOATING FACTORY SHIPS
A fishing vessel equipped with seafood preparation capabilities so seafood can be processed and stored at sea at
peak freshness.

OMEGA-3 FATTY ACID
A polyunsaturated fatty acid that is essential for good health and influences various metabolic pathways, resulting in
lowered cholesterol and triglyceride levels.

SHELLFISH
A fisheries term for shellbearing mollusks and crustaceans.

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.
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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
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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