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COVID-19
(Coronavirus)
Impact Update

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

· Revenue for the Canadian Bread Production industry is expected to grow over the five years to 2021 due to
increasing demand from grocery stores and exports as a result of the COVID-19 (coronavirus) pandemic. For more
detail, please see the Current Performance chapter.

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

· The average industry profit margin is expected to contract due to the adverse economic effects from the pandemic.
For more detail, please see the Cost Structure Benchmarks chapter.

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



Bread Production in Canada December 2021

5 IBISWorld.com

About This Industry
Industry Definition The Bread Production industry in Canada manufactures bread and bakery products, such as cakes, muffins,

croissants, pies and other similar baked goods. Operators sell these products to downstream supermarkets,
convenience stores and food service providers. Many bakeries also sell their products directly to the public.

Major Players Canada Bread Company

George Weston

Main Activities The primary activities of this industry are:

Manufacturing rolls, bagels, buns

Manufacturing doughnuts

Making bread for wholesale distribution or resale

Manufacturing nonfrozen cakes, pastries and pies

Manufacturing other pastries

The major products and services in this industry are:

Fresh and packaged bread

Specialty and premium bread

Buns, bagels and rolls

Fresh and frozen baked desserts

Other
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Supply Chain

SIMILAR INDUSTRIES

Flour Milling in Canada Cereal Production in Canada Snack Food Production in
Canada

Specialty Food Stores in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Global Bakery Goods
Manufacturing

Bread Production in the US Frozen Cake & Pastry
Manufacturing

Bread Production in Australia

Bread & Bakery Product
Manufacturing in China

Bread & Bakery Goods
Production in the UK

Bread Production in New Zealand Bread & Bakery Goods Production
in Ireland
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Industry at a Glance
Key Statistics

$9.4bn
Revenue

Annual Growth

2016–2021

3.5%

Annual Growth

2021–2026

0.8%

Annual Growth

2016–2026

 

$798.3m
Profit

Annual Growth

2016–2021

-0.4%

  Annual Growth

2016–2021

 

8.5%
Profit Margin

Annual Growth

2016–2021

-1.8pp

  Annual Growth

2016–2021

 

2,572
Businesses

Annual Growth

2016–2021

1.1%

Annual Growth

2021–2026

1.0%

Annual Growth

2016–2026

 

39,281
Employment

Annual Growth

2016–2021

-0.4%

Annual Growth

2021–2026

0.9%

Annual Growth

2016–2026

 

$1.9bn
Wages

Annual Growth

2016–2021

3.6%

Annual Growth

2021–2026

0.9%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

0.9%
Demand from supermarkets and
grocery stores

-0.9%
Demand from food services and
drinking places

10.3%
World price of wheat

2.3%
Per capita disposable income

1.5%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Industry Assistance
Medium / Steady   Concentration

Medium

  Regulation & Policy
Medium / Steady   Technology Change

Medium

  Barriers to Entry
Medium / Steady   Industry Globalization

Medium / Increasing

  Competition
Medium / Increasing

 

Key Trends

 Domestic manufacturers have suffered due to unfavourable
dietary trends

 Operators have endured unforeseen trade regulations and
production facility shutdowns

 Strong demand for specialty and artisan-style breads has
attracted more entrants

 Large commercial bakeries are forecast to continue
acquiring smaller bakeries

 Intensifying external competition and stagnant domestic
demand are likely to constrain profit

 Stronger demand for fresh, handmade bread products will
likely affect all operators

 The industry has endured decelerating demand from several
key downstream markets
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High Profit vs. Sector Average

  Low Customer Class Concentration

  Low Product/Service Concentration

  Low Capital Requirements

   

WEAKNESSES

  Medium Imports

  Low Revenue per Employee

   

OPPORTUNITIES

  High Revenue Growth (2021-2026)

  High Performance Drivers

  Canadian effective exchange rate index

  High Revenue Growth (2016-2021)

   

THREATS

  Low Outlier Growth

  Demand from supermarkets and grocery stores

  Low Revenue Growth (2005-2021)
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Executive Summary On a roll: Operators are expected to increasingly focus on expanding their
product portfolio

The Bread Production industry in Canada has grown over the five years to 2021, with steadily growing export sales
and strong demand for the industry's higher-end bread varieties partly offset by stagnating domestic consumption of
wheat products. Despite major efforts to reinvigorate the bread market, the industry has endured decelerating
domestic demand from several key downstream markets due to the health trends discouraging the consumption of
bread. In addition, the COVID-19 (coronavirus) pandemic has further pressured operators to remain profitable.
However, IBISWorld still expects industry revenue to increase at an annualized rate of 3.5% to $9.4 billion over the
five years to 2021, including a decrease of 1.5% in 2021 alone.

Recent health trends have encouraged many consumers to moderate their consumption of industry goods, even
though bread has long been a staple of the Canadian diet. Meanwhile, a shift in consumer preferences toward
premium varieties has narrowed the market for conventional bread products. To attract health-conscious consumers,
many operators have introduced alternatives that are more nutritious, while others have extended their product
offerings to include specialty varieties that command a premium price. A portion of the industry supplies bread
products for grocery stores and supermarkets. Early during the pandemic, grocery sales increased as consumers
stock up on items; however, this was not enough to offset the overall decline of sales. In addition, industry profit is
expected to fall over the five years to 2021 due to rising input prices for wheat and pandemic-related regulations put
in place to protect workers and unforeseen facility shutdowns.

Over the five years to 2026, shifts in health consciousness and consumer preferences are likely to continue affecting
the industry's product mix, as operators increasingly focus on expanding their portfolio of nutritious, specialty and
artisanal breads. In addition, similar developments in neighbouring countries such as the United States and Mexico
will also likely drive export growth, helping boost industry operators' performance. Nonetheless, the market for bread
products is already saturated, and volume sales are likely to grow only marginally moving forward. Overall, industry
revenue is projected to increase at an annualized rate of 0.8% to $9.8 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Demand from supermarkets and grocery stores

Bakeries sell most of their products to supermarkets and grocery stores, either directly or via wholesalers. Increased
revenue for supermarkets and grocery stores benefits the industry. In 2021, demand from supermarkets and grocery
stores is expected to decrease, posing a potential threat to the industry.

 

Demand from food services and drinking places

Food service establishments are one of the primary markets for bread and other baked goods. When these
operators perform well, they increase their purchases from this industry. When they perform poorly, they decrease
their purchases of baked goods. Demand from food services and drinking places is expected to increase in 2021.

 

World price of wheat

Wheat flour is the largest input in bread production. When the world price of wheat increases, operators' purchase
costs increase, enabling downstream costs to increase and boosting revenue growth. The world price of wheat is
expected to increase in 2021.

 

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index represents the value of the Canadian dollar compared with the
currencies of Canada's main trading partners. When the CEER index increases, industry products become
comparatively more expensive on the global market, potentially hurting industry sales. When the CEER index
decreases, industry products become more affordable. The CEER index is expected to increase in 2021.

 

Per capita disposable income

Per capita disposable income represents households' ability to purchase goods and services. While bread and other
baked goods are typically staple food products, different brands and products can vary in price depending on quality.
When consumers have more disposable income, they tend to spend more on their bread purchases. Per capita
disposable income is expected to increase in 2021, representing a potential opportunity for the industry.
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Current
Performance

The Bread Production industry in Canada manufactures staple baked
goods, including varieties of fresh and packaged bread, as well as
prepackaged baked desserts, buns, rolls and bagels.

However, the industry does not include companies that manufacture cookies, crackers and pastas. Since the
industry manufactures its products for consumption by the general public, it primarily sells to downstream
wholesalers, retailers and food service establishments such as restaurants. As a staple food product, bread is in
relatively constant demand, with volume sales having remained relatively stable over the five years to 2021.
However, the COVID-19 (coronavirus) pandemic hindered industry revenue in 2020 as substitute products and
disposable income limited industry growth. Overall, industry revenue is expected to rise an annualized 3.5% to $9.4
billion over the five years to 2021, including a decline of 1.5% in 2021 alone.

GLOBAL INFLUENCES

In recent years, domestic manufacturers have suffered as unfavourable
dietary trends and growing health concerns have made many Canadians
wary of consuming the high levels of starches and sodium naturally found
in many bread products.

In response to demands of an increasingly health-conscious public, many commercial bakeries have focused on
developing new varieties of packaged loaf, pastries and rolls that are more nutritious than their traditional
counterparts. Others have extended product offerings to include specialty varieties that command a premium price,
such as loaves topped with tree nuts and seeds or breads made with ancient grains and gluten-free rice flour.

The price of the primary inputs for bread, especially wheat and sugar, can have a significant influence on industry
operators. These global agricultural commodities can be highly volatile, and their prices can change significantly
based on various factors, including currency exchange rates and total global production in each year. A year of poor
weather conditions can drastically reduce the global supply, causing the price of a crop to jump. Global wheat
production experienced this kind of swing prior to the period. Although the world price of wheat dropped significantly
in 2016, drastic movements in price make it difficult for industry operators to hedge their risks effectively or anticipate
future production costs accurately. The price of industry products at the retail level tends to remain relatively steady.
Consumers respond well to having staple products with regular prices on grocery store shelves.

INTERNATIONAL TRADE

Increasing international trade is another factor that is leading the industry
to become more tied to global supply chains.
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The value of exports is expected to increase at an annualized rate of 10.7% to $3.0 billion over the five years to
2021, accounting for an estimated 32.1% of industry revenue in 2021. Sustained demand from outside markets,
especially the United States, has been a key driver of revenue growth over the past five years. However, export
growth has been counteracted by an increase in import penetration. The value of imports is expected to increase an
annualized 3.2% to $814.8 million over the five years to 2021, satisfying an estimated 11.3% of domestic demand in
2021.

INDUSTRY PROFIT

The industry has been cushioned during the coronavirus pandemic since
part of the industry provides bread to grocery stores and supermarkets.

Therefore, industry operators, which are considered essential businesses since they are within the food supply
chain, are expected to be supported during uncertain periods. However, operators have endured unforeseen trade
regulations and production facility shutdowns that are expected to hinder production capacity and the industry's
overall supply chain. Forced shutdowns impede the ability to meet weekly production capacity of essential products,
influencing commodity prices for farmers and increasing expenditure on sanitation and preventative maintenance for
operators to reopen. Sanitation and preventive maintenance in addition to social distancing protocols have been
implemented during the pandemic as producers attempt to maintain production. These measures have diminished
profit over the five years to 2021, which is expected to suffer due to the high costs of sanitation and inefficient
methods to meet weekly production capacity. IBISWorld estimates that profit, measured as earnings before interest
and taxes, will account for 8.5% of industry revenue in 2021, down from 10.3% in 2016.

INDUSTRY STRUCTURE

Partly in response to constrained profit and stagnating demand, bread
producers are beginning to invest in new equipment and technology to
further automate the production process and decrease costs associated
with labour.

This trend has been most apparent in larger companies such as Canada Bread Company Limited (Canada Bread)
and George Weston Limited (George Weston), but smaller retail bakeries have also purchased more machinery to
increase their production volumes and lower costs. For example, Canada Bread, now a subsidiary of global baking
giant Grupo Bimbo SAB de CV, closed three underperforming facilities in Toronto, but opened a more efficient
baking facility in Hamilton, ON, to help reduce operating costs. These restructuring efforts have reduced Canada
Bread's reliance on labour without affecting the company's production capacity. However, many small operators still
depend on labour and are not increasing automation significantly. As a result, industry employment is still expected
to decline at an annualized rate of 0.4% to 39,281 workers over the five years to 2021.

Furthermore, strong demand for specialty and artisan-style breads has attracted more newcomers into the industry,
particularly within the retail bakery segment. Accordingly, the number of industry operators is expected to rise an
annualized 1.1% to 2,572 companies over the five years to 2021. Most of these newcomers are small retail bakeries
that serve local markets and typically do not compete directly with larger commercial bakeries such as Canada
Bread or George Weston.



Bread Production in Canada December 2021

13 IBISWorld.com

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
Disposable

Income
($)

2012 6,911 2,222 2,118 1,998 30,427 845 466 1,245 6,532 28,883
2013 7,140 2,410 2,351 2,223 33,594 957 528 1,350 6,711 29,342
2014 7,094 2,179 2,495 2,363 31,625 1,140 569 1,291 6,523 29,430
2015 7,584 2,452 2,523 2,390 35,626 1,556 676 1,437 6,704 30,157
2016 7,901 2,507 2,578 2,441 40,063 1,817 695 1,567 6,779 29,674
2017 8,929 2,757 2,600 2,456 42,312 1,959 689 1,698 7,659 30,400
2018 9,731 2,671 2,699 2,544 41,328 2,315 685 1,916 8,102 30,440
2019 10,020 2,898 2,666 2,512 41,479 2,535 740 1,917 8,226 30,628
2020 9,530 2,964 2,709 2,552 39,373 2,666 758 1,881 7,622 32,862
2021 9,392 2,829 2,727 2,572 39,281 3,018 815 1,872 7,189 33,299
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Industry Outlook
Outlook Despite past challenges experienced by operators, the Bread Production

industry in Canada is expected to continue rising over the five years to
2026, albeit at a slower rate.

The continued development of healthier bread varieties and broadening specialty product selections that address
changing consumer tastes will also likely aid industry performance. Healthy eating trends will likely continue to drive
bakeries to market artisanal and specialty items that command a higher price than traditional types of bread. In
addition to sustained demand from the retail sector, demand for baked goods from the food service and hospitality
markets will also likely benefit industry operators. However, certain industry operators may continue to experience
unfavourable shifts in consumer preferences, including stagnating per capita wheat consumption, rising health
consciousness and other trends that constrain demand for packaged bread products. In response to these
challenges, large commercial bakeries such as Canada Bread Company Limited (Canada Bread) and George
Weston Limited (George Weston) are forecast to continue acquiring smaller bakeries or invest more in new product
development, particularly within the artisanal and organic categories. Overall, industry revenue is forecast to grow at
an annualized rate of 0.8% to $9.8 billion over the five years to 2026.

IMPROVING PROFIT

Despite lower input costs, intensifying external competition and stagnant
domestic demand for bread products are likely to constrain industry profit
over the next five years.

Profit, measured as earnings before interest and taxes, is expected to remain relatively stable moving forward,
accounting for 8.5% of revenue in 2026. The selling prices for industry products tend to remain relatively steady after
the COVID-19 (coronavirus) pandemic. Operators are largely unable to pass purchase cost increases on to
customers. Therefore, profit improves mostly when the prices of inputs, namely wheat and sugar, decrease. Over
the next five years, the world price of wheat and sugar is projected to drop marginally. However, merger and
acquisition activity is anticipated to boost earnings and productivity for leading bread manufacturers, therefore
supporting profit. Industry participants benefit from consolidation as a wider scope and scale of operation reduces
the per-unit cost of production. Conversely, anticipated spikes in import levels may intensify price competition among
domestic operators, which may affect profit.

Import penetration is expected to marginally decline, continuing to threaten profit by putting downward price
pressure on industry products. The Canadian effective exchange rate (CEER) index, which measures the value of
the Canadian dollar relative to Canada's largest trading partners, is expected to decrease over the next five years.
As a result, IBISWorld forecasts that the value of imports will increase an annualized 0.3% to $828.4 million over the
five years to 2026. In addition, the value of industry exports is expected to increase an annualized 0.8% to $3.1
billion during the same period.

CONSUMER TRENDS

In recent years, increased awareness of nutrition-related health risks has
encouraged more consumers to become more health conscious in making
diet choices.
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Canadians are expected to become more knowledgeable about nutrition and will demand healthier ingredients in
packaged bread, baked desserts and other bread products. Therefore, to capitalize on these trends, successful
operators will need to offer a greater variety of whole grain, all-natural or gluten-free products. Moreover, changing
preferences and increasing disposable income levels are encouraging consumers to choose more premium and
specialty varieties over conventional products. As a result, sales of packaged white loaf bread and dinner rolls have
fallen moderately over the past few years and are expected to continue declining as demand for specialty bread
varieties grows.

Stronger demand for fresh, handmade or otherwise all-natural bread products will not only benefit small, local
bakeries that already produce and sell artisan breads, but also larger operators that are able to bake artisan-style
varieties in bulk. Major players such as Canada Bread and George Weston are already well aware of these trends
and are likely to invest more resources into new product development over the coming years. Meanwhile, small- to
medium-size commercial bakeries that do not have the resources to focus on new product development will likely
continue to lose market share, though smaller artisanal bakeries are likely to remain competitive due to their niche
product selection and localized presence. Operators that are resistant to adapt to ever-changing consumer tastes
may end up falling behind and be forced out of the industry. Overall, the number of industry operators is expected to
grow at an annualized rate of 1.0% to 2,703 companies over the five years to 2026. Meanwhile, industry
employment is also expected to grow, increasing an annualized 0.9% to 41,013 workers during the same period.

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
Disposable
Income  ($)

2021 9,392 2,829 2,727 2,572 39,281 3,018 815 1,872 7,189 33,299
2022 9,357 2,822 2,744 2,590 39,506 3,018 815 1,879 7,154 32,696
2023 9,499 2,867 2,781 2,624 40,102 3,014 809 1,908 7,294 32,758
2024 9,595 2,896 2,810 2,652 40,435 3,068 817 1,924 7,345 32,885
2025 9,689 2,922 2,840 2,680 40,707 3,105 823 1,938 7,407 33,215
2026 9,789 2,949 2,864 2,703 41,013 3,141 828 1,954 7,476 33,602
2027 9,795 2,951 2,883 2,721 41,069 3,180 834 1,956 7,449 34,063



Bread Production in Canada December 2021

16 IBISWorld.com

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

LIFE CYCLE REASONS

IVA is anticipated to grow at a similar pace with GDP over the 10 years to 2026

The industry's products and major markets are well-established

The industry is undergoing significant consolidation

The well-established Bread Production industry in Canada is in the mature stage of its life cycle, contributing steadily
to the overall economy. IBISWorld forecasts that industry value added (IVA), which measures an industry's
contribution to the overall economy, will rise at an annualized rate of 1.6% over the 10 years to 2026. Meanwhile,
Canadian GDP is expected to increase at an annualized rate of 1.9% during the same period. Since the industry is
growing at a relatively similar rate with the overall economy, this characterizes the industry as mature.

Characteristic of most goods produced by mature industries, bread and other baked foods are highly saturated in
the domestic market. Although new product variations and selections have been introduced in recent years,
conventional bread products, which still comprise most of industry revenue, are for the most part homogenous.
While new products are introduced every year, these products are typically modest improvements to already-existing
products. In particular, bakeries regularly reformulate their existing brands to have higher-quality ingredients, greater
nutritional value or a more consistent texture.

Due to intensified competition among the top manufacturers and stagnant sales volume, industry operators are
undergoing significant consolidation. Larger operators have primarily grown by acquiring smaller competitors,
enabling them to expand their market reach and distribution networks despite modest organic growth. For example,
prior to the five years to 2021, in early 2014, Grupo Bimbo SAB de CV acquired Canada Bread Company Limited for
$1.6 billion, and then in early 2015, the company's Canadian subsidiaries acquired Saputo Bakery Inc. and Italian
Home Bakery Ltd., helping boost the company's share of the overall market. Increased consolidation and
globalization activity are characteristics of most mature industries.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Grocery and Related Product Wholesalers In Canada

2nd Tier

Consumers in Canada

Specialty Food Stores in Canada

Supermarkets & Grocery Stores in Canada

Convenience Stores in Canada

Gas Stations with Convenience Stores in Canada

Street Vendors in Canada

Fast Food Restaurants in Canada

Full-Service Restaurants in Canada

Coffee & Snack Shops in Canada

Key Selling Industries
1st Tier

Corn, Wheat & Soybean Wholesaling in Canada

Miscellaneous Nondurable Goods Wholesalers In
Canada

Industrial Supplies Wholesaling in Canada

2nd Tier

Wheat Farming in Canada

Other Crop Farming In Canada

Industrial Machinery & Equipment Wholesaling in
Canada

Dairy Farms in Canada

Margarine & Cooking Oil Processing in Canada

Sugar and Confectionery Product Manufacturing In
Canada

Syrup & Flavouring Production in Canada

Products & Services

  Over the five years to 2021, growing health concerns and changing
consumer tastes have shifted the product breakdown of the Bread
Production industry in Canada.

Concerns regarding the nutritional quality of white bread have caused demand for this product segment to decline.
Canadians have even been wary of consuming whole wheat bread, with many consumers opting for other baked
alternatives. Therefore, producers have offered a growing variety of whole grain and organic products to appeal to
the growing number of health-conscious consumers. The COVID-19 (coronavirus) pandemic is expected to hinder
the industry's supply chain, limiting industry performance in 2020.

FRESH AND PACKAGED BREAD

Traditional leavened bread is the industry's largest product segment,
accounting for an estimated 37.2% of revenue in 2021, and includes fresh,
packaged, refrigerated and frozen varieties of white, wheat and specialty
grain bread.

While bread is a staple food product for most Canadian consumers, sales of products in this segment have declined
significantly in recent years due to growing health concerns. Cash-strapped consumers are storing bread loaves in
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the freezer to extend the shelf life of perishable food, while others are embracing a gluten-free diet. While the
growing popularity of premium loaves has moderately boosted sales, this segment's share of industry revenue has
declined over the five years to 2021.

FRESH AND FROZEN BAKED DESSERTS

The fresh and frozen baked desserts segment includes a variety of baked
desserts including pie, cakes, cupcakes, dessert waffles, muffins and
cake rolls.

However, it does not include cookies, biscuits or packaged snack cakes, which are a part of the Cookie, Cracker
and Pasta Production industry in Canada (IBISWorld report 31182CA). This segment's share of industry revenue
has slightly declined in recent years, accounting for 26.4% of revenue in 2021, as traditional breakfast items such as
waffles and pancakes are now being considered as snacks or desserts by some consumers. More Canadians are
snacking now than ever before; however, such consumers are turning to foods such as potato chips and fresh fruits
rather than products manufactured by industry operators. Additionally, concerns regarding the sugar and fat content
of cakes, muffins and other prepackaged desserts have placed downward pressure on demand for products in this
segment. IBISWorld anticipates the introduction of healthier or premium varieties to slightly offset the decline of this
segment.

BUNS, BAGELS AND ROLLS

Buns, dinner rolls and other bread products traditionally served during
lunch and dinner also represent staple food items for Canadians, as most
meals include grains and starch.

While health concerns have placed downward pressure on demand for products in this segment, the introduction of
healthier alternatives, such as reduced-fat and gluten-free products, have helped maintain this segment's share of
revenue, which is expected to account for 17.1% in 2021.

Bread products that are traditionally consumed during breakfast include bagels, English muffins, waffles and sweet
breads. Demand for breakfast items has expanded in recent years, with kid-friendly and convenient products driving
this growth. More Canadians are eating breakfast and snacking in the morning than before. Furthermore, the fastest
growing breakfast items include toast, waffles and nontoasted bread. In addition, the introduction of whole grain,
low-fat and vitamin-enriched foods has helped drive demand for such products, expanding this segment's share of
industry revenue over the past five years.

SPECIALTY AND PREMIUM BREAD

The specialty and premium bread segment include artisan varieties or
higher quality bread that boast high-quality ingredients.

Over the five years to 2021, specialty and premium breads have become more popular due to being viewed by
many as a healthier option of bread. This has helped increase this segment's share of revenue, which is expected to
account for 11.7% in 2021.

OTHER

Other products of the industry refer to other bread products, and in 2021,
other products are expected to account for 7.6% of industry revenue.

This segment has increased as a share of revenue over the past five years.

Demand
Determinants

Demand for the Canadian Bread Production industry's goods has
historically remained stable because bread represents a staple food item
among Canadians.

However, various factors, such as health concerns, price levels and innovation, also determine the level of demand
for industry goods. In recent years, growing health concerns and knowledge of the nutritional quality of foods have
placed downward pressure on demand for white bread and even whole wheat varieties. Furthermore, the trending
gluten-free diet has caused many consumers to shun whole wheat bread, which was considered a healthier
alternative to white bread until recently.
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Demand for industry goods also depends on income levels. Slow recovery in per capita disposable income levels
and recent economic woes have caused consumers to seek cost savings at the grocery store. Therefore, some
people have traded down to private label products, which are more affordable than branded products. Others have
begun freezing perishable food, including bread and cakes, to lengthen the shelf life of food. Behavioural shifts,
along with increasing prices, have caused consumers to demand less bread. However, product innovation has
driven demand for certain product segments including organic, gluten-free and nutrient-enhanced bread, rolls and
desserts. Additionally, more Canadians are eating breakfast and snacking during the morning than before. As a
result, demand for traditional breakfast items such as waffles, pancakes and bagels has expanded. However, due to
the COVID-19 (coronavirus) pandemic, limited disposable income and operators enduring supply chain disruptions
hindered industry performance in 2020.

Major Markets

  Despite operators in the Canadian Bread Production industry benefiting
from increased demand from grocery distributors, IBISWorld expects the
industry to have experienced a drop in revenue due to shifting consumer
preference in the nutritional quality of food, which has strengthened.

  Furthermore, operators have endured supply chain challenges during the COVID-19 (coronavirus) pandemic.

RETAIL

Retail sales of baked products are expected to account for 44.9% of
industry revenue in 2021.

Larger operators may use their own distribution fleets to sell bread directly to retailers, though most commercial
bakeries rely on intermediary grocery wholesalers to reach end markets. In contrast, most retail bakeries sell baked
goods directly to households, specialty food stores or food service establishments.

Grocery distributors constitute a significant portion of the downstream market for industry goods because they
supply major retail chains, food service clients and other downstream customers with bread products. While many of
the leading producers distribute their goods directly to retail customers, smaller manufacturers with limited resources
rely on grocery wholesalers to sell their products to downstream retail channels. As new specialty producers have
emerged in recent years, smaller operators have increasingly relied on wholesalers. However, larger manufacturers
have acquired smaller competitors to obtain market share, dampening the gains from smaller bread producers
entering the industry. As the industry likely continues to consolidate over the five years to 2026, IBISWorld
anticipates the role of wholesalers to slightly diminish.

Direct shipments to grocery stores and supermarkets, discount stores, convenience stores and supercentres
constitute an important market for bread and other industry goods. Large retailers purchase bread in bulk from
industry operators and resell the goods to end consumers and other downstream retail customers. Consequently,
supermarkets serve as the single most important point of purchase for consumers. Furthermore, this segment's
share of industry revenue has slightly declined over the five years to 2021 due to the growing importance of
wholesalers and the increasing popularity of private label goods, which has intensified price-based competition
among producers.

FOOD SERVICE AND INSTITUTIONAL
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Commercial purchasers of baked products include single location full-
service restaurants and fast food restaurants, hotels, cafeterias and a
variety of other food service, hospitality and institutional customers in
Canada.

The level of demand for bread products from restaurants depends on how frequently consumers dine out. In recent
years, more consumers have turned to fast food restaurants to fulfil their dining needs as disposable income levels
remained repressed. In response to the coronavirus pandemic, many full-service restaurants have experienced
sharp declines due to social distancing protocols. Consequently, demand for buns, rolls and other bread products
from restaurants has decreased over the five years to 2021. In 2021, the food service and institutional segment is
expected to account for 23.0% of industry revenue.

EXPORTS

Industry exports have grown rapidly over the five years to 2021,
accounting for an estimated 32.1% of revenue in 2021, helping offset
stagnating domestic demand.

The United States accounts for most industry exports, with 96.9% of bread products being shipped to the
neighbouring country. Other leading destinations for exported goods include the United Kingdom, Australia and
Japan.
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International Trade Exports in this industry are    High and Increasing

Imports in this industry are    Medium and Increasing

Operators in the Canadian Bread Production industry engage in moderate trade activity, despite the perishable
nature of industry goods. These factors render global trade expensive and unattractive for manufacturers in most
cases. Accordingly, the United States accounts for most trade volume, since commercial bakeries incur negligible
transportation costs to deliver to or purchase from US markets and suppliers.

Imports

Imports are expected to account for 11.3% share of domestic demand in 2021 because it is difficult to transport
bread long distances without damaging its quality and freshness. Therefore, in 2021, more than 75.0% of imports
are from the United States. France, Italy and China have also contributed to the growth. Overall, imports will likely
grow an annualized 3.2% to $814.8 million over the five years to 2021. IBISWorld anticipates demand for imported
bread to grow in the future as the popularity of ethnic bread varieties and US packaged brands increases.

Exports

Exports are anticipated to account for 32.1% of industry revenue in 2021, up from 23.0% in 2016. Fluctuations in
exports are driven by demand for Canadian bread products from US consumers, as the United States is expected to
account for more than 95.0% of exports in 2021. While the United Kingdom, Australia and Japan each only account
for small shares of exports, favourable shifts in consumer preferences in these countries have driven demand for
packaged bread products manufactured in Canada. Overall, exports are expected to grow at an annualized rate of
10.7% to $3.0 billion over the five years to 2021.
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Business
Locations

  Establishments in the Canadian Bread Production industry are strategically located near sources of key inputs, such as wheat,
flour, grains and sugar, in addition to large population centres. For instance, 41.4% of industry establishments are estimated to be
located in Ontario in 2021, which is the most populated region in Canada. Furthermore, about one-fifth of flour milling
establishments and a substantial portion of grocery stores are in this region, reducing transportation costs and enabling operators
to efficiently transfer products from both downstream customers and to upstream suppliers. Industry establishments are also
concentrated in major urban centres within Quebec, which accounts for 20.2% of establishments in 2021; and British Columbia,
which accounts for 17.3% of establishments, as they are the second- and third-most populated provinces. Quebec contains 22.5%
of the Canadian population and British Columbia contains 13.6% of the population in 2021.



Bread Production in Canada December 2021

23 IBISWorld.com

Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Medium

The Bread Production industry in Canada is characterized by a medium level of concentration, in which the two
largest operators are expected to generate about 50.0% of revenue in 2021. Only two operators, Canada Bread
Company Limited (Canada Bread) and George Weston Limited (George Weston), have a national presence, while
the remaining companies operate on a regional or local level. Most of these smaller companies are retail bakeries
with only one location and fewer than four employees. Indeed, in 2021, more than 50.0% of industry establishments
have a workforce of fewer than 10 employees, while commercial bakeries with more than 20 employees account for
under 30.0% of industry operators, despite generating most industry revenue. Some of the leading manufacturers
acquired smaller competitors over the five years to 2021 to enter new markets and expand their product portfolios.
For example, major player Canada Bread was acquired by the global baking giant Grupo Bimbo SAB de CV (Grupo
Bimbo) in 2014. More recently, Grupo Bimbo's Canadian subsidiaries acquired Saputo Bakery Inc. and Italian Home
Bakery Ltd., boosting the company's share of the market. At the same time, some of the industry leaders achieved
some organic growth despite intensifying price-based competition and lower overall demand for traditional bread
products. Due to acquisition activity and growth achieved by some producers, the leading manufacturers, including
George Weston and Canada Bread, have underperformed the overall industry, causing market share concentration
to decrease over the five years to 2021.

Key Success
Factors

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

Supply contracts in place for key inputs:
Operators must secure supply contracts with suppliers of key inputs, such as sugar and wheat, to reduce supply
volatility. Also, guaranteed supplies at fixed prices minimize supply costs and aid production planning.

Proximity to key markets:
The leading manufacturers are located near downstream consumers, enabling them to reduce transporting costs
and preserve products.

Use of most efficient work practices:
Successful operators employ efficient work practices that enable them to reduce wage costs and produce goods
quickly.

Product differentiation:
Manufacturers must differentiate their products from their competitors' products to maintain market share and
increase revenue.

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

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

  Profit

Profit, measured as earnings before interest and taxes, is anticipated to
account for 8.5% of industry revenue in 2021, down from 10.3% in
2016. Industry profit represents the difference between industry costs
and industry sales. Since industry products are staple grocery items,
their retail prices tend to remain flat, increasing along with inflation. In
contrast, the industry's input costs, namely wheat flour, can fluctuate
significantly based on the price of wheat, which is typically a volatile
agricultural commodity. Therefore, industry profit tends to run inversely
to the price of wheat; when wheat prices increase, profit is squeezed.
However, when wheat prices decrease, profit tends to rise. Profit is also
affected to a lesser extent by disposable income levels. When
consumers have more spending money, they generally prefer to
purchase higher-margin varieties, such as premium or artisanal loaf.
Furthermore, while revenue was cushioned in 2020 during the
COVID-19 (coronavirus) pandemic, profit is expected to suffer due to
the high costs of sanitation and inefficient methods to meet weekly
production capacity.

Industry revenue is also expected to be cushioned due to operators
being considered essential, enabling them to stay operational.
However, incurred costs include labour, personal protective equipment,
sanitation and other expenses. Furthermore, IBISWorld expects supply
chain disruptions to further diminish profit in 2021; consequently, profit
is expected to fall in 2021.
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  Wages

Wage costs, accounting for 19.9% of revenue in 2021, are higher as a
percentage of revenue for this industry compared with other food
manufacturing industries because bread production is slightly more
labour intensive. Furthermore, this industry includes a significant
number of small retail bakeries that rely heavily on manual labour to
make bread products. Due to industry operators significantly
mechanizing production, wage costs across the industry have remained
relatively stable over the five years to 2021 despite smaller retail
bakeries still depending on labour. Commercial bakeries typically rely
less on manual labour than retail bakeries, which have consistently
outperformed retail bakeries over the past five years. Furthermore,
wages are expected to continue to grow marginally as a share of
revenue over the five years to 2026 as smaller bakeries outnumber
larger commercial operators.

 

  Purchases

Purchases constitute the largest cost for bread producers, accounting
for an estimated 42.1% of industry revenue in 2021, up from 39.3% in
2016. While purchases have historically accounted for the largest cost,
prices of key production inputs such as wheat flour and other grains are
the primary drivers of overall purchase costs. Over the past five years,
overall commodity prices have been particularly volatile. The prices of
key secondary ingredients, such as dairy, eggs and cooking oil, have all
fluctuated considerably since 2015. Moreover, demand for healthier
bread products has caused producers to expand their product
selections and use more high-quality inputs such as organic
ingredients, which are more expensive than standard ingredients.

 

  Marketing

Marketing costs are expected to account for 1.8% of industry revenue
in 2021.
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  Depreciation

Depreciation costs for the industry are minimal, accounting for an
estimated 1.7% of revenue in 2021.

 

  Rent

Rent expenses makes up a small share of industry revenue. Rental or
leasing costs are higher for smaller operators that do not own their own
production facilities. In 2021, rent costs are expected to account for
6.9% of industry revenue in 2021.

 

  Utilities

Utility costs are typically devoted toward electricity and natural gas
used to operate baking ovens. In 2021, utilities are expected to account
for 2.3% of industry revenue.

 

  Other Costs

This cost segment accounts for all capital expenditure, which is
expenditure on all production equipment that the industry uses in its
operators. Other costs include administrative costs, research and
development and machinery rental costs. In 2021, other costs are
estimated to account for 16.8% of industry revenue.
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Basis of
Competition

Competition in this industry is    Medium and the trend is Increasing

  INTERNAL COMPETITION

Operators in the Canadian Bread Production industry compete based on
price, product quality, selection variety and brand recognition.

The price that producers charge downstream customers is one of the most important bases of competition because
the industry is dominated by small enterprises that do not have the resources to compete on price. Therefore, the
leading manufacturers have the upper hand, as they benefit from economies of scale, which help them to produce
goods at a lower cost than competitors, boosting profit. Moreover, in recent years, the growing popularity of generic
and private label brands, which provide lower prices and value, has intensified pricing competition for producers of
branded goods.

While affordable prices attract more consumers to a product, consumers are willing to pay a premium for products
they perceive are of higher quality. Furthermore, due to the homogeneous nature of industry goods, operators
compete to differentiate their products through branding, marketing and using higher-quality ingredients. The latter
has become more important in recent years, as consumer interest in the nutritional quality of food has strengthened.
Also, the growing popularity of organic food, enhanced bread and all-natural products has caused more producers to
introduce a variety of premium bread and desserts.

EXTERNAL COMPETITION

Bread manufacturers also endure stiff competition from imported goods
and competing foodstuffs.

Imports are growing at a rapid pace, and import penetration is increasing. New products introduced by producers in
the United States, which account for more than 70.0% of total imports, have driven demand for US products. In
particular, the growing variety of organic, gluten-free and all-natural bread, rolls, bagels and packaged desserts
produced by US companies has helped boost imports. Furthermore, the expanding immigrant population in Canada
and growing popularity of ethnic cuisines has helped lift demand for industry goods produced in China and Mexico.

Meanwhile, the industry also experiences competition from a variety of food categories. For instance, pasta, rice and
other grains can serve as substitutes to dinner rolls and packaged bread. Furthermore, recent diet trends that
emphasize consuming fewer carbohydrates have discouraged the consumption of goods produced by bread
manufacturers. Additionally, breakfast items such as muffins and bagels can be substituted by fruits, yogourt, eggs
and a variety of traditional breakfast foods, while dessert items such as cookies and ice cream can substitute cakes
and pies.

Barriers to
Entry

Barriers to Entry in this industry are    Medium and the trend is Steady
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  While the initial capital investment needed to establish an
operator of the Canadian Bread Production industry can
be high, the barriers to entry for this industry are medium.
Aside from the large upfront investment needed to secure
manufacturing plants, equipment and personnel, the well-
established position of the leading producers in the
industry can deter prospects from entering this industry.
Furthermore, new entrants may find it difficult to secure
supply contracts with both upstream suppliers and
downstream customers. Well-established retail stores
allocate a specific amount of shelf-space to large brands
that have been proven to sell well. If a smaller brand is
not differentiated well against major competitors, retailers
are unlikely to provide shelf-space for these brands. To
avoid the difficulty of obtaining large contracts, industry
entrants can introduce their products through standalone
bakeries or partnerships with local stores, though costs
could be higher while revenue growth would be slower.

Despite the significant challenges that prospects endure,
other characteristics of the industry lower the barriers to
entry. For instance, the growing demand for products in
niche categories, such as organic and gluten-free, has
enabled smaller, niche producers to enter the industry.
Additionally, the variety of products manufactured by
industry operators makes it difficult for any single
producer to dominate every product segment.

Barriers to Entry Checklist

Competition Medium  

Concentration Medium  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    Medium and the trend is Increasing

  The Bread Production industry in Canada exhibits a medium level of globalization. Several of the leading producers in
Canada are foreign-owned companies. For instance, General Mills Inc. is a US company based in Minneapolis, while
Grupo Bimbo SAB de CV is headquartered in Mexico. Industry operators also engage in a moderate, yet growing volume
of international trade, with imports and exports both having increased over the five years to 2021. Most notably, the
United States accounts for most of imports and exports, benefiting from its proximity to Canada. As consumer spending
levels in key export destinations continue to rise, demand for Canadian bread products is likely to grow. Similarly, as
disposable income levels rise in Canada, consumers are anticipated to demand more imported goods, which are usually
less expensive than goods produced domestically.



Bread Production in Canada December 2021

29 IBISWorld.com

Major Companies

Major Players Canada Bread Company Limited

Market Share: 29.3%

Brand Names Dempster's, Pom, Maple Leaf, Schneider's

  Headquartered in Toronto, Canada Bread Company Limited (Canada Bread) was founded in 1911 through the
merger of several independent bakeries across eastern Canada. The company is a leading fresh and frozen baked
goods producer that operates across North America and the United Kingdom with more than 8,000 employees. In
May 2014, Canada Bread was purchased for $1.8 billion by Grupo Bimbo SAB de CV (Grupo Bimbo), a Mexico-
based baking company with a significant presence across North America. Founded in 1945 in Mexico City, Grupo
Bimbo entered the North American market in 1997, and in 2020 (latest data available), employs more than 133,000
workers worldwide that manufacture, distribute and market bread and other baked products. A global leader in
baking, Grupo Bimbo offers more than 13,000 products under 100 different brands and operates 203 manufacturing
plants across 33 countries.

Canada Bread produces fresh and frozen bakery products through brands that include Pom, Dempster's, Smart and
Ben's, Maple Leaf, Schneider's and Prime. The company also has a licensing agreement with Cadbury to
manufacture Cadbury Snack Cakes in eastern Canada. To reduce operating costs, Canada Bread closed two
bakeries in 2012 and a third in 2013. The company also completed the sale of its Olivieri fresh pasta and sauce
business in November 2013 to Ebro Foods SA. In 2014, Maple Leaf Foods Inc. announced it would be selling its
90.0% Canada Bread stake as part of its multiyear restructuring plan, leading to the acquisition by Grupo Bimbo
later that year. Following these divestments and restructuring efforts, Canada Bread now operates as an
independent subsidiary of Grupo Bimbo, managing 19 manufacturing facilities and an estimated 4,800 workers
across Canada.

More recently, the company's Canadian subsidiary acquired Saputo Bakery Inc., the country's leading snack cakes
producer, and Toronto-based Italian Home Bakery Ltd., a leading independent distributor of fresh loaf and roll
products. In March 2017, Grupo Bimbo also acquired the assets of industry player Stonemill Bakehouse Limited in a
deal for an undisclosed amount. As a result, Grupo Bimbo is now North America's leading manufacturer of bread
and other baked products.
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Financial performance

The company's industry-relevant revenue includes the sum of Grupo Bimbo's Canadian manufacturing operations
between mid-2014 and 2016. Significant acquisition activity prior to the five years to 2021 has increased the
company's revenue, although sales volumes of packaged bread products have stagnated in recent years. In
particular, the company's frozen bread operations have increasingly relied on exports to the United States during the
latter half of the period.

Overall, Canada Bread's industry-relevant revenue is expected to increase an annualized 1.4% to $2.8 billion over
the five years to 2021, including an increase of more than 10.0% in 2020 during the COVID-19 (coronavirus)
pandemic as strong sales performance coupled with favourable commodity costs supported the company. The
company's industry-relevant operating profit has been similarity volatile, primarily due to costs associated with
acquisitions, restructuring its national distribution network and increased promotional activity. Overall, Canada
Bread's industry-relevant operating profit, defined as earnings before interest and taxes, is expected to increase at
an annualized rate of 2.9% to $212.1 million over the five years to 2021.

 
Canada Bread Company Limited (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 2,565.5 N/C 184.0 N/C
2017 2,439.8 -4.9 159.3 -13.4
2018 2,538.4 4.0 162.4 1.9
2019 2,582.1 1.7 180.6 11.2
2020 2,878.8 11.5 221.0 22.4
2021 2,751.3 -4.4 212.1 -4.0

Source: Annual Report and IBISWorld
Note: *Estimates

George Weston Limited

Market Share: 20.8%

Brand Names Wonder, Country Harvest, Ready Bake,
Ace Bakery, Maplehurst

  Incorporated in 1928 and headquartered in Toronto, George Weston Limited (George Weston) employs more than
200,000 workers through its various operations in Canada and the United States. While the company specializes in
food processing and distribution, George Weston produces a wide range of products including Joe Fresh apparel,
drugstore merchandise and financial products and services. George Weston manages two reportable segments,
which include Loblaw Companies Limited (Loblaw) and Weston Foods. Loblaw operates as Canada's largest food
retailer and provider of merchandise, drugstore and financial products and services. Weston Foods specializes in
fresh and frozen baked goods and generates the company's industry-relevant revenue. Across all business
segments and geographic areas, George Weston generated $54.7 billion in net sales in 2020 (latest data available).

Weston Foods operates 33 manufacturing facilities across Canada and the United States, and employs an
estimated 6,000 employees in North America. The subsidiary's Canadian operations consist of Weston Bakeries
Inc., a fresh baked goods manufacturer; Ready Baked Goods Inc., a frozen and par baked goods manufacturer;
ACE Bakery, a bakery of premium and artisanal bread products; and Colonial Cookies, which produces cookies,
biscuits and wafers. The company's biscuit and wafer operations are not relevant to this industry; however, refer to
the the Cookie, Cracker and Pasta Production industry in Canada (IBISWorld report 31182CA).

Overall, Weston Foods generates an estimated 80.0% of sales from the production of industry-relevant fresh and
frozen baked goods. The company's leading packaged bread brands include Wonder, Country Harvest, Thomas',
Oroweat, D'Italiano and Maplehurst. In response to the rise in gluten-free, health-conscious consumers, George
Weston has expanded its product lines to include quinoa breads and other private label, gluten-free goods. In
addition to retail markets, the company also distributes private label and generic baked products to the food service
and hospitality industries. While most Weston Foods' sales are generated in Canada, the company also exports
frozen baked goods to US markets.
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Financial performance

Despite unfavourable shifts in consumer tastes and stagnating demand for bread products, George Weston has
managed to maintain its share of the market via some acquisition activity and organic growth. In early 2015, George
Weston subsidiary Maplehurst acquired Nashville-based cake manufacturer Creative Occasions Inc. More recently,
the company's Canadian operations have benefited from increased pricing, stronger sales of premium brands,
modest volume growth and a depreciating dollar during most of the period. Overall, the company's industry-relevant
revenue is expected to decrease an annualized 2.5% to $2.0 billion over the five years to 2021.

The company's industry-relevant revenue has affected by decreased demand from retail categories and food service
channels as a result of the COVID-19 (coronavirus) pandemic. As a result, George Weston's industry-relevant
operating profit, defined as earnings before interest and taxes, is expected to decline at an annualized rate of 52.3%
to $4.1 million over the five years to 2021. This is likely due to the decline in sales and costs related to the
pandemic, coupled with the unfavourable effect of restructuring and other related costs totalling $39.0 million. The
company incurred $24.0 million in related costs to support colleagues in its bakeries and distribution centres with
temporary pay premiums, pay protection safeguards and by increasing health and safety measures at its facilities.

 
George Weston Limited (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 2,209.6 N/C 168.5 N/C
2017 2,186.1 -1.1 88.7 -47.4
2018 2,071.6 -5.2 89.8 1.2
2019 2,102.9 1.5 70.3 -21.7
2020 2,017.9 -4.0 2.9 -95.9
2021 1,951.8 -3.3 4.1 41.4

Source: Annual Report and IBISWorld
Note: *Estimates

Other Companies Sobeys Inc.

  Market Share: 3.0%
  A subsidiary of Empire Company Limited, Sobeys Inc. (Sobeys) is Canada's largest full-service food retailer. The

company operates through two business segments, which include Sobeys and its investments in other operations
including the Crombie Real Estate Investment Trust. Sobeys has more than 1,500 locations across Canada and
employs an estimated 134,000 people in both full-time and seasonal positions. The company has increased its
merger and acquisition activity in recent years, including the assets of Pete's Fine Foods in October 2015, and
having become the first grocer to implement a purchase-based airline miles reward program. Relevant to this
industry, the company produces bread and bread products in many of its stores. In addition, despite the COVID-19
(coronavirus) pandemic, the company has still been able to stay afloat due to the wide consumption of the industry's
products. The company is expected to generate $285.8 million in industry-relevant revenue in 2021, commanding
3.0% of the market.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Bread Production industry in Canada has a low to
medium level of capital intensity, which is consistent with
industries that have large commercial players present. In
2021, IBISWorld estimates that for every $1.00 spent on
wages, industry participants will spend $0.09 on capital
investments. The types of capital investments range from
specialized mixing equipment to conveyor belts that are
used to transport bread from one area of the factory to
another. Larger industrial manufacturers spend a greater
portion of revenue on capital expenditure than smaller local
bakeries that rely more on manual labour during the
production process, leading to higher wage costs for local
bakers. Over the five years to 2026, capital intensity is
expected to remain stable, as an increase in capital
investment will likely be offset by an increase in employees
dedicated to research and development (R&D). As
companies aim to create new products, such as gluten-free
varieties of bread, they are anticipated to hire more R&D
employees who require higher salaries than production
workers.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Low Rate of
Innovation

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

Medium Innovation
Concentration

Potential 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.

Very High Ease of Entry Very 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.

High Market
Concentration

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.

  Low levels of innovation limit the threat to incumbent operators from new technologies disrupting their operations. However,
a low rate of growth in technology can also create exposure for incumbents as the trajectory of innovation in other markets
could lead to unforeseen competitive disadvantages.

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.

The Bread Production industry in Canada does not operate with a heavy
presence of technology and systems disruption.

Technology is used in every step of the production, packaging and distribution process, and any severe advancement in
this regard is likely to be quickly embraced and leveraged by operators. However, as consumers have become increasingly
health conscious, operators have been forced to adopt new production techniques and technologies to produce healthier
bread options or to adopt for common allergies, such as gluten-free breads. These steps have been taken to remain
competitive with operators in external industries. Consequently, operators have been forced to increase research and
development expenses to keep informed on biological knowledge and production techniques necessary to manufacture
healthy bread options. This has been a partial, but low disruption on industry operations.

The level of technology change is    Medium

  The level of technological change in the Canadian Bread Production industry
is moderate, with the biggest change being the automation of traditional
mixing processes, requiring little manual labour.

Large-scale companies take the same process that small-scale bakers do by hand and let machines do the work. The
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industrial process involves the mixing of ingredients by a machine into a large bowl, sometimes weighing more than one
tonne. Next, the dough is shaped by mechanical arms and then left to rise either at room temperature or in a heated
chamber to speed up the fermentation process. Once the bread rises, a conveyor belt transports the product into an oven,
after which the bread is transported into a cooling area. The bread is then sliced and packaged. Small-scale bakers go
through the same process but rely more on manual labour, giving larger producers a competitive edge.

Other advances involve what is known as par-baking, which is the process of cooking bread up to 90.0% of the way and
then flash freezing it. Once the consumer is ready to eat the bread, they heat it in the oven for about 15 or 20 minutes. The
benefit of par-baked bread is that it enables consumers to experience the taste of freshly baked bread at home.
Furthermore, this process permits producers to compete with local bakers who market fresh bread. Par-baked bread is
easier to transport than fresh products because it is frozen, enabling producers to compete in the fresh bread market on a
national scale.

Technology in the industry is expected to continue improving, with a focus on boosting efficiency and quality, leading to a
reduced need for manual labour. As large manufactures perfect the par-baked process, local bakeries may suffer due to the
cost advantages experienced by bigger companies.

Revenue
Volatility

The level of volatility is    Medium

  The Bread Production industry in Canada has a low to moderate level of
revenue volatility.

Fluctuations are based on input costs such as flour, sugar and grains along with raw material costs such as energy and oil
prices. Although these inputs have the potential to be volatile at times, bread is a necessary food product with rather
inelastic demand, so as input costs swing, demand remains relatively stable. For the most part, consumers will buy bread
even if prices rise. If prices become too high, however, consumers will likely switch to more affordable brands and away
from high-end, bakery style breads, in turn hurting industry revenue and profit. Furthermore, despite supply chain
disruptions hindering operators, revenue volatility was limited during the COVID-19 (coronavirus) pandemic due to
operators being an essential business.

In addition to input costs, other macro factors and health trends affect industry revenue. One of the most important macro
factors is per capita disposable income. Even though bread and baked goods are generally staple food products, different
brands and types of bread can vary in quality and price, leading consumers to become more selective when money
becomes tight. Health trends also have an influence on industry revenue. More and more books are being written about the
benefits of low carbohydrate diets, leading some consumers to stray from high-carbohydrate food such as bread.
Companies will try and counter this trend by offering alternative baked varieties to attract some consumers on the fence.
Increased innovation, coupled with stable per capita disposable income growth, will likely lead to a low and stable level of
revenue volatility over the five years to 2026.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

The Bread Production industry in Canada experiences a fair amount of
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regulation aimed at protecting consumers' health.

Regulations relate mostly to ingredients that may or may not be used in the production of bread, along with packaging
requirements. Health Canada is the governmental department in charge of promoting the nutritional health and well-being
of its citizens by establishing policies and standards that producers must meet before selling their products to consumers. A
main branch of Health Canada that enforces these policies is the Canadian Food Inspection Agency (CFIA). Environment
and Climate Change Canada, another enforcement agency prevalent in the production of bread, mainly preserves and
enhances the environment through regulation and enforcement. Furthermore, in response to the COVID-19 (coronavirus)
pandemic, operators were to abide by new guidelines that promoted social distancing and new protocols to protect workers.

CANADIAN FOOD INSPECTION AGENCY (CFIA)

The Canadian Food Inspection Agency (CFIA) oversees the safety of the food
supply.

Its mission is to safe guard food, animals and plants to protect Canada's people, environment and economy. The agency
conducts scientific research that helps to formulate policies and is responsible for enforcing laws and recalling unsafe
products. The CFIA's most significant enforced policy is the Food and Drug Act, the legislation governing the safety and
nutritional quality of food sold in Canada. This act creates strict guidelines on labelling, advertising and compositional
requirements of foods, which strongly affects the Canadian Bread Production industry. For example, compositional
requirements for a product in this industry, such as enriched bread, is that it must contain 0.5 parts protein per 100 parts
flour. Companies that do not comply with this requirement could experience fines and recalls of their products.

ENVIRONMENT AND CLIMATE CHANGE CANADA

Environment and Climate Change Canada and individual provinces oversee
enforcing environmental regulations relating to the Canadian Bread
Production industry.

The Canada Water Act and Canadian Environmental Protection Act are regulations are not directly concerned with
products in the industry, but are in place to make sure that the environment is not damaged because of the byproducts
emitted by the manufacture process. The Canada Water Act's main purpose is to protect and conserve Canada's water
resources; to preserve the water supply, the act forbids dumping wastes in any place that groundwater may become
contaminated. The Canadian Environmental Protection Act is similarly concerned with pollution prevention and attempts to
address pollution concerns not covered by the other acts and regulations. Unlike other industries that produce products in
industrial plants, pollution and groundwater contamination are not major problems for this industry, as large quantities of
waste are not emitted as part of the bread production process.

Industry
Assistance

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

Import protection assistanceOperators in the Canadian Bread Production industry
receive moderate assistance from the government in the form of tariffs.

fs. By imposing tariffs on imported goods, domestic products become more attractive than imported ones. Tariffs imposed
on bread products vary from product to product and depend on each product's compositional makeup. For example, bread
leavened with yeast and unleavened bread used for sacramental purposes are free from tariffs, whereas bread containing
more than 25.0% of wheat by weight is subject to a tariff of 4.0%. Producers can take advantage of tariffs by tailoring
production to products that have higher tariffs, giving them a competitive advantage over foreign-made products.

Baking Association of Canada (BAC)

The Baking Association of Canada (BAC) is a nonprofit trade association that was founded in 1907 to represent the entire
baking industry. Members range from small retail bakers to large commercial ones. Members of this association benefit
from protection through regulations and legislation pertaining, but not limited to labelling and environmental concerns. The
association aims to protect members through government advocacy and through ensuring that bakers concerns are heard.
In addition to advocacy, members of the association benefit from educational programs, newsletters and access to trade
shows and conferences.

Economic response

Due to the COVID-19 (coronavirus) pandemic, the Department of Finance Canada announced a new set of economic
measures to help stabilize the economy through Canada's COVID-19 Economic Response Plan in March 2020. Such
economic measures include emergency care benefits, tax filing extensions, a 10.0% wage subsidy for small businesses
and up to a six-month payment deferral for mortgages. These are expected to support consumers during periods of
uncertainty and support operators to remain in business. Furthermore, the Government of Canada announced the
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Canadian Emergency Wage Subsidy (CEWS) in March 2020, providing up to 75.0% of remuneration to eligible applicants.
In addition, employers that are eligible for the CEWS are entitled to receive a 100.0% refund for certain employer
contributions to Employment Insurance, the Canada Pension Plan, the Quebec Pension Plan and the Quebec Parental
Insurance Plan paid in respect of employees who are on leave with pay.

With about 90.0% of establishments employing fewer than 50 workers in 2021, according to IBISWorld and Statistics
Canada estimates, the Canada Emergency Business Account (CEBA) provides further assistance for operators. The
federal government is guaranteeing bank loans for small businesses and has been implemented by eligible financial
institutions in cooperation with Export Development Canada. The CEBA program is intended to assist with operating costs
during the coronavirus pandemic. Through a new Business Credit Availability Program, Business Development Bank of
Canada and Export Development Canada are providing more than $40.0 billion in loans and other forms of credit support
and enhancement at market rates to businesses with viable business models.

In addition, Western Economic Diversification Canada (WD) provides small businesses that were declined for CEBA
funding in British Columbia, Alberta, Saskatchewan or Manitoba in October 2020. This support provides up to $40,000 of
interest-free repayable contribution for businesses that are eligible through the Regional Relief and Recovery Fund (RRRF).
The Government of Canada announced that it will provide an additional $600.0 million to support workers and businesses
through the RRRF.

More recently, the Canadian Enterprise Emergency Funding Corporation (CEEFC), a subsidiary of Canada Development
Investment Corporation (CDEV), have been mandated to implement the Government of Canada's Large Employer
Emergency Financing Facility (LEEFF) in cooperation with Innovation, Science and Economic Development Canada and
the Department of Finance. With CDEV and CEEFC now being a part of Canada's COVID-19 Economic Response Plan,
the LEEFF program will provide emergency funding support for large Canadian enterprises facing financial challenges
during the pandemic. This support is limited to businesses generating $300.0 million or more in annual revenue and require
a minimum loan size of about $60.0 million.

In addition, the federal government has established a Business Credit Availability Program (BCAP) to provide more than
$10.0 billion of additional support to businesses. The program will likely further support financing in the private sector
through the Business Development Bank of Canada (BDC) and Export Development Canada (EDC). Under this program,
BDC and EDC will likely enhance their cooperation with private sector lenders to coordinate financing and credit insurance
solutions for Canadian businesses.
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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
Disposable
Income ($)

2012 6,911 2,222 2,118 1,998 30,427 845 466 1,245 6,532 28,883
2013 7,140 2,410 2,351 2,223 33,594 957 528 1,350 6,711 29,342
2014 7,094 2,179 2,495 2,363 31,625 1,140 569 1,291 6,523 29,430
2015 7,584 2,452 2,523 2,390 35,626 1,556 676 1,437 6,704 30,157
2016 7,901 2,507 2,578 2,441 40,063 1,817 695 1,567 6,779 29,674
2017 8,929 2,757 2,600 2,456 42,312 1,959 689 1,698 7,659 30,400
2018 9,731 2,671 2,699 2,544 41,328 2,315 685 1,916 8,102 30,440
2019 10,020 2,898 2,666 2,512 41,479 2,535 740 1,917 8,226 30,628
2020 9,530 2,964 2,709 2,552 39,373 2,666 758 1,881 7,622 32,862
2021 9,392 2,829 2,727 2,572 39,281 3,018 815 1,872 7,189 33,299
2022 9,357 2,822 2,744 2,590 39,506 3,018 815 1,879 7,154 32,696
2023 9,499 2,867 2,781 2,624 40,102 3,014 809 1,908 7,294 32,758
2024 9,595 2,896 2,810 2,652 40,435 3,068 817 1,924 7,345 32,885
2025 9,689 2,922 2,840 2,680 40,707 3,105 823 1,938 7,407 33,215
2026 9,789 2,949 2,864 2,703 41,013 3,141 828 1,954 7,476 33,602

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Per Capita
Disposable
Income (%)

2012 4.47 0.78 -1.63 -1.39 5.88 7.03 11.8 4.86 4.64 1.50
2013 3.32 8.45 11.0 11.3 10.4 13.3 13.2 8.40 2.74 1.58
2014 -0.65 -9.58 6.12 6.29 -5.87 19.1 7.77 -4.36 -2.80 0.30
2015 6.91 12.5 1.12 1.14 12.7 36.5 18.8 11.3 2.77 2.46
2016 4.17 2.23 2.17 2.13 12.5 16.8 2.84 9.06 1.12 -1.61
2017 13.0 9.96 0.85 0.61 5.61 7.84 -0.78 8.37 13.0 2.44
2018 8.99 -3.10 3.80 3.58 -2.33 18.2 -0.60 12.8 5.79 0.13
2019 2.96 8.49 -1.23 -1.26 0.36 9.49 8.02 0.01 1.53 0.61
2020 -4.90 2.27 1.61 1.59 -5.08 5.20 2.41 -1.86 -7.34 7.29
2021 -1.46 -4.55 0.66 0.78 -0.24 13.2 7.46 -0.49 -5.69 1.32
2022 -0.38 -0.27 0.62 0.69 0.57 0.00 0.00 0.38 -0.49 -1.81
2023 1.52 1.60 1.34 1.31 1.50 -0.13 -0.78 1.51 1.96 0.18
2024 1.01 1.01 1.04 1.06 0.83 1.79 1.10 0.87 0.70 0.38
2025 0.97 0.88 1.06 1.05 0.67 1.21 0.68 0.72 0.84 1.00
2026 1.03 0.93 0.84 0.85 0.75 1.17 0.65 0.81 0.93 1.16

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 32.2 7.13 12.2 227 18.0 14.4 40,924
2013 33.7 7.86 13.4 213 18.9 14.3 40,180
2014 30.7 8.72 16.1 224 18.2 12.7 40,822
2015 32.3 10.1 20.5 213 18.9 14.1 40,327
2016 31.7 10.2 23.0 197 19.8 15.5 39,111
2017 30.9 9.00 21.9 211 19.0 16.3 40,135
2018 27.4 8.46 23.8 235 19.7 15.3 46,368
2019 28.9 9.00 25.3 242 19.1 15.6 46,204
2020 31.1 9.95 28.0 242 19.7 14.5 47,774
2021 30.1 11.3 32.1 239 19.9 14.4 47,654
2022 30.2 11.4 32.3 237 20.1 14.4 47,565
2023 30.2 11.1 31.7 237 20.1 14.4 47,566
2024 30.2 11.1 32.0 237 20.1 14.4 47,585
2025 30.2 11.1 32.0 238 20.0 14.3 47,611
2026 30.1 11.1 32.1 239 20.0 14.3 47,639

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Baking Association of Canada
http://www.baking.ca

Canadian National Millers Association
http://www.canadianmillers.ca

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

Industry Jargon ANCIENT GRAINS
A group of edible cereal grains that were commonly cultivated prior to the industrial revolution, but have since
become obscure. Ancient grains do not include wheat, corn, barley, rice or oats.

CELIAC
An autoimmune disorder of the small intestine that renders the body incapable of processing gluten, which is a
protein found in wheat.

COMMERCIAL BAKERY
A larger industry establishment that generally produces fresh or frozen bread products in bulk for sale to
intermediary wholesalers, retail outlets and food service establishments.

GLUTEN
A protein found in wheat that gives bread its elasticity, enabling it to rise during fermentation and baking.

LEAVENING AGENT
Leavening or raising agents are ingredients that give bread a soft, spongy texture. The most common agents are
baker's yeast and baking soda.

PARBAKING
A cooking technique whereby a baked good is baked most of the way through then frozen, permitting them to be
cooked the remaining duration later for a fresh taste.

RETAIL BAKERY
A small industry establishment that primarily or exclusively bakes fresh bread products for direct sale to the general
public.

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

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

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

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

INDUSTRY REVENUE
The total sales of industry goods and services (exclusive of excise and sales tax); subsidies on production; all other
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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