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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 generated by the Health Stores industry in Canada will likely be affected by the COVID-19 (coronavirus)
pandemic, as industry establishments have had to close across many provinces due to their status as a
nonessential business. For more detail, please see the Executive Summary chapter.

· Demand for industry products is expected to decrease as economic conditions worsen and consumers increasingly
allocate income for essential purchases. For more detail, please see the Current Performance chapter.

· The Government of Canada released a COVID-19 Economic Response Plan to support Canadians and
businesses experiencing economic hardships due to the coronavirus pandemic. Industry operators may qualify to
apply for assistance. For more detail, please see the Industry Assistance 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 Health Stores industry in Canada retails products designed to affect an individual’s general condition, such as

nutritional supplement stores, convalescent and prosthetic supply stores and specialized medical supply stores. The
industry excludes drug stores, pharmacies and optical goods stores, as well as perfume, cosmetics and beauty
supply stores.

Major Players GNC Holdings Inc.

Main Activities The primary activities of this industry are:

Retailing convalescent care products

Retailing first-aid products

Retailing orthopedic equipment

Retailing otological equipment

Retailing sports nutrition equipment

Retailing vitamin and mineral supplements

The major products and services in this industry are:

Vitamins

Protein products

Supplements

Dietary supplements

Food and drink

Other
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Supply Chain

SIMILAR INDUSTRIES

Medical Instrument & Supply
Manufacturing in Canada

Glasses & Contact Lens
Manufacturing in Canada

Specialty Food Stores in Canada Pharmacies & Drug Stores in
Canada

Eyeglasses & Contact Lens
Stores in Canada

E-Commerce & Online Auctions in
Canada

Mail Order in Canada  

 

       

       

RELATED INTERNATIONAL INDUSTRIES

Health Stores in the US Medical & Recreational Marijuana
Stores

Hearing Aid Clinics Online Medical Supplies Sales

Online Shoe Sales Health Food & Supplement Store
Franchises

Optometry and Optical
Dispensing in Australia

Other Health Services in Australia

Medical & Orthopaedic Supplies
Retailers in the UK

Optometry and Optical
Dispensing in New Zealand

Other Health Services in New
Zealand
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Industry at a Glance
Key Statistics

$3.7bn
Revenue

Annual Growth

2015–2020

0.9%

Annual Growth

2020–2025

4.4%

Annual Growth

2015–2025

 

$62.7m
Profit

Annual Growth

2015–2020

-19.3%

  Annual Growth

2015–2020

 

1.7%
Profit Margin

Annual Growth

2015–2020

-3.5pp

  Annual Growth

2015–2020

 

8,242
Businesses

Annual Growth

2015–2020

3.0%

Annual Growth

2020–2025

4.0%

Annual Growth

2015–2025

 

16,272
Employment

Annual Growth

2015–2020

1.2%

Annual Growth

2020–2025

4.0%

Annual Growth

2015–2025

 

$781.5m
Wages

Annual Growth

2015–2020

0.9%

Annual Growth

2020–2025

4.1%

Annual Growth

2015–2025

Key External Drivers % = 2015–20 Annual Growth

1.6%
Per capita disposable income

0.6%
Research and development
expenditure

0.4%
Total health expenditure

0.8pp
Adult obesity rate

2.1%
Number of adults aged 65 and
older

 
Industry Structure

POSITIVE IMPACT

  Life Cycle
Growth   Capital Intensity

Low

  Concentration
Low   Technology Change

Low

  Industry Globalization
Low / Steady

MIXED IMPACT

  Revenue Volatility
Medium   Regulation & Policy

Medium / Steady

NEGATIVE IMPACT

  Industry Assistance
Low / Steady   Barriers to Entry

Low / Increasing

  Competition
High / Increasing

 

Key Trends

 The industry has benefited from an aging Canadian
population

 The industry has endured increasing competition from
external competitors

 An influx of new entrants has driven many operators to
compete based on price

 Consumer expenditure on premium industry products is
anticipated to stagnate

 Industry growth will continue to be hampered by increasing
competition

 Operators are anticipated to cut product prices to stay
competitive

 As external competition increases, more operators have had
to compete heavily based on price, therefore pressuring
profit
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Growth Life Cycle Stage

  Low Imports

  Low Customer Class Concentration

  Low Product/Service Concentration

  Low Capital Requirements

   

WEAKNESSES

  Low & Increasing Barriers to Entry

  Low & Steady Level of Assistance

  High Competition

  Low Profit vs. Sector Average

  Low Revenue per Employee

   

OPPORTUNITIES

  High Revenue Growth (2020-2025)

  High Performance Drivers

  Adult obesity rate

   

THREATS

  Low Revenue Growth (2005-2020)

  Low Revenue Growth (2015-2020)

  Low Outlier Growth

  Per capita disposable income
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Executive Summary Health is wealth: Increasingly favourable demographic conditions are
anticipated to stimulate industry demand

The Health Stores industry in Canada has experienced growth for much of the five years to 2020. However,
mounting demand from online retailers and mass merchandisers has challenged industry operators to reinvent their
niche. Thus far, industry operators have capitalized on offering superior value-added services such as health
consultations and supplement advising to bolster revenue. However, due to an expectedly arduous 2020, industry
revenue is estimated to increase only slightly, rising at an annualized rate of 0.9% to $3.7 billion over the five years
to 2020. In 2020 specifically, industry revenue is expected to decline 17.1% in response to the COVID-19
(coronavirus) pandemic. While industry performance was strong over years prior, government mandated shutdowns
of nonessential businesses and strict social distancing protocols limiting store occupancy are expected to push the
industry into a deep decline in 2020. Furthermore, as a result of a forecast weakening of consumer confidence in
2020, consumer demand for industry goods, the majority of which are discretionary, is anticipated to contract.

Nonetheless, prior to the outbreak of coronavirus, rising health expenditure and an aging population boosted
demand for industry products. Additionally, protein-based products have surged in popularity, further elevating
demand for industry goods. Although these factors have boosted demand for industry products, online operators
and mass merchandisers have cut into this industry's share of the market for such goods. As external competition
increases, more industry operators have had to compete heavily based on price, therefore pressuring profit.
Furthermore, driven by the estimated revenue decline in 2020, industry profitability is anticipated fall as operators
will be unable to cut costs sufficiently enough to preserve their margins.

Over the five years to 2025, the industry is expected to exhibit steady growth. Consumer confidence is projected to
increase as the economy rebounds, resulting in consumer demand for the industry's products, which are typically
highly discretionary. Additionally, increasingly favourable demographic conditions, most notably an aging population,
are anticipated to stimulate demand as consumers become increasingly health conscious. In response to rising
demand, new companies will opt to enter the industry, while existing players will seek to expand their operations.
Correspondingly, both the number of industry enterprises and establishments are forecast to rise over the next five
years. Overall, industry revenue is anticipated to increase at an annualized rate of 4.4% to $4.6 billion over the five
years to 2025.
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Industry Performance

Key External
Drivers

Total health expenditure

Total health expenditure measures the amount of public and private dollars Canadians spend on healthcare, with
demand for industry items typically trending in line with health expenditure. Rising healthcare costs are attributed to
the country's aging population. Therefore, an increase in health expenditure leads to greater demand for industry
products. Total health expenditure is expected to decrease in 2020, posing a potential threat to the industry.

 

Per capita disposable income

The level of per capita disposable income has a direct effect on the purchase and consumption of industry products,
many of which are discretionary goods. As disposable income rises and increased consumer confidence leads to
greater consumer expenditure on discretionary items such as vitamin and supplements, sales of industry goods
increase. Per capita disposable income is expected to increase in 2020.

 

Adult obesity rate

The adult obesity rate measures the percent of overweight or obese Canadians. While the industry does market
goods specifically for this population segment, rising obesity means that fewer consumers are concerned with a
healthy lifestyle. This can translate to few consumers purchasing health store products. The adult obesity rate is
expected to increase in 2020.

 

Number of adults aged 65 and older

Older individuals typically experience more health-related issues than their younger counterparts. Therefore, with
the Canadian population aging, demand for health supplements and products increases. The number of adults aged
65 and older is expected to increase in 2020, representing a potential opportunity for the industry.

 

Research and development expenditure

The Canadian Health Stores industry is dependent on the introduction of new products to spur demand. As
manufacturers invest in research and development, the number of new products grows, which increases industry
revenue. Research and development expenditure is expected to increase in 2020.
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Current
Performance

The Health Stores industry in Canada has experienced volatility over the
five years to 2020.

Consumers are increasingly purchasing this industry's vitamin and mineral supplements, first-aid supplies,
orthopedic equipment, convalescent care products and importantly, sports nutrition products. This is a result of an
aging population, rising health expenditure and ongoing research and development for new products by upstream
suppliers. However, rising external competition from e-commerce sites and mass merchandisers is placing pressure
on industry operators and limiting revenue growth to an extent. In response, many operators have adopted hybrid
business models, embracing e-commerce while also operating their brick-and-mortar establishments. Furthermore,
the outbreak of the COVID-19 (coronavirus) pandemic is expected to push the industry into a deep decline in 2020,
severely straining industry operations. The pandemic has presented challenges to industry operators, as most
industry establishments were ordered to temporarily shut down in many provinces as they are considered
nonessential businesses. Following their reopening, industry activity has been limited, as social distancing
procedures have significantly reduced consumer foot traffic. The net effect of these developments has led industry
revenue to increase modestly, rising at an annualized rate of 0.9% to $3.7 billion over the five years to 2020. In 2020
alone, industry revenue is expected to decrease 17.1%.

The coronavirus pandemic is expected to pose more challenges to industry operators, aside from store closures and
limited foot traffic. The pandemic has also caused the Canadian economy to stall, which is anticipated to erode per
capital disposable income levels and consumer confidence. As a result, consumers are expected to curb
expenditure on industry products, most of which are discretionary goods. Additionally, adverse macroeconomic
factors have eroded the industry's consumer base, as the unemployment rate is anticipated to rise over the year.
The Consumer Confidence Index is expected to decline 25.2% in 2020, while the unemployment rate is expected to
rise from 5.7% to 9.3% over the year.

HEALTHY CHOICES

While 2020 is anticipated to be categorized by strong industry revenue
decline, the industry has benefited from an aging Canadian population
during the five-year period.

The number of adults aged 65 and older is projected to increase at an annualized rate of 3.6% over the five years to
2020, accounting for about one-sixth of the national population. This demographic is growing at a faster pace than
the overall population, which is expected to grow at an annualized rate of 1.0% during the same period. This has led
to a rise in demand for certain industry product segments, primarily orthopedic equipment and convalescent care
products, contributing to revenue growth.

Canadians are also spending more on healthcare overall. Total health expenditure is expected to rise at an
annualized rate of 1.6% over the five years to 2020. The protein products segment has grown in recent years, as its
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consumer base has become increasingly broader. Consumers seeking a healthier lifestyle are increasingly using
products that are easy to consume and meet nutritional needs. There are even companies, such as Infinit Nutrition,
that customize nutrition products for personal requirements. Ultimately, the research and development of these
upstream suppliers that produce individualized products and a more comprehensive range of nutritional
supplements have facilitated rising demand for many of the years of the current period.

EXTERNAL COMPETITION

Despite increased awareness and newly instituted programs to encourage
healthy living, the adult obesity rate has inched higher, rising at an
annualized rate of 0.6% to 51.6% of the population over the five years to
2020.

A higher obesity rate generally translates into an environment where fewer consumers are concerned with living a
healthy lifestyle. As some people become less concerned with health issues, demand for industry products declines.
However, the industry is expected to take note, with marketing campaigns promoting the market's goods, specifically
targeting obese consumers. Additionally, many health stores have introduced weight loss supplements, which have
grown in popularity in recent years. As a result, rising levels of obesity can be detrimental to industry operations
while still providing some benefits by crafting increased health consciousness and encouraging upstream
manufacturers to develop health products that address weight.

The industry has also endured increasing competition from external competitors, such as online sites and mass
merchandisers. These outlets are increasingly carrying lines of vitamins, supplements and other industry products
that are sourced from wholesalers at lower prices because they purchase large quantities. These savings are
typically passed on to the consumer, capturing potential industry revenue in the process. Furthermore, time-
strapped consumers often prefer shopping from home or their mobile devices and having packages delivered
directly to their homes, decreasing the influence of brick-and-mortar establishments. Demand from external
competitors has risen slightly over the past five years. However, the industry's increasingly specialized and
knowledgeable employees have limited the effect these outlets have had on industry performance. Ultimately, the
industry is one of the few brick-and-mortar industries that is growing in Canada. IBISWorld attributes this growth to
the value-added services that operators provide, including health consultations, fitness advice and supplement
counselling.

PROFIT AND PARTICIPATION

Although demand for industry merchandise, especially sports nutrition
supplements, has grown over the past five years, an influx of new
entrants has driven many operators to compete based on price.

Additionally, some operators have had to increase spending on marketing to attract customers to their stores.
Prevalent price competition has put downward pressure on profit, even before 2020. While the coronavirus
pandemic has placed strong downward pressure on industry revenue, industry costs have largely remained fixed,
which has had negative implications for industry profitability. As a result, the average industry profit margin, defined
as earnings before interest and taxes, is expected to contract during the five-year period, accounting for 1.7% of
revenue in 2020.

Driven by strong demand for protein, vitamins, supplements, and dietary products during much of the five-year
period, the number of industry enterprises and establishments is expected to expand. The number of industry
operators is expected to rise at an annualized rate of 3.0% to 8,242 companies over the five years to 2020. While
many new companies are entering the industry, existing companies are expanding their locations at a much higher
rate, benefiting from brand recognition.

During the coronavirus pandemic, many industry operators have adapted by investing in knowledgeable staff to
entice consumers with a value-added in-store experience. To minimize the labour costs associated with retaining
more skilled staff that command higher wages, industry operators have opted to trim their overall employee count in
2020. Although the number of industry employees is anticipated to increase at an annualized rate of 1.2% to 16,272
people during the five-year period, it is estimated that employment will fall 9.1% in 2020 alone. While the coronavirus
pandemic created a greater sense of urgency, the industry's strategy of investing in knowledgeable staff did not
begin in 2020. Over the past five years, industry companies have competed with e-commerce vendors and mass
merchandisers by spending more on employees to provide superior customer service. Overall, wages are
anticipated to rise at an annualized rate of 0.9% over the five years to 2020.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Consumer
confidence

index
(Index)

2011 2,815 752 6,574 5,851 11,945 N/A N/A 594 N/A 91.5
2012 2,907 817 6,568 5,821 12,648 N/A N/A 649 N/A 86.8
2013 3,074 849 6,869 6,133 13,371 N/A N/A 659 N/A 95.3
2014 3,231 912 7,394 6,708 14,319 N/A N/A 705 N/A 100.0
2015 3,520 978 7,787 7,094 15,330 N/A N/A 748 N/A 98.2
2016 4,089 1,072 7,945 7,258 16,254 N/A N/A 801 N/A 97.0
2017 4,263 1,109 8,431 7,637 16,882 N/A N/A 828 N/A 114
2018 4,376 1,143 8,880 8,061 17,499 N/A N/A 857 N/A 116
2019 4,448 1,168 8,978 8,170 17,908 N/A N/A 875 N/A 114
2020 3,688 894 9,019 8,242 16,272 N/A N/A 782 N/A 85.0
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Industry Outlook
Outlook The Health Stores industry in Canada is expected to experience growth

over the five years to 2025, as the COVID-19 (coronavirus) pandemic
subsides and economic conditions improve, restoring consumer demand
for industry products.

Industry revenue is expected to increase at an annualized rate of 4.4% to $4.6 billion over the five years to 2025.
Elevated health expenditure, new product development and an increasingly aging population are forecast to drive
demand. Although external competition from e-commerce sites and mass merchandisers will likely remain a threat,
industry operators are expected to hold their own. Steady revenue growth is anticipated for the duration of the
period, beginning with a forecast increase of 9.7% in 2021.

DEMAND DETERMINANTS

Consumer expenditure on premium industry products is anticipated to
stagnate over the next five years, as an anticipated decline in per capita
disposable income will adversely affect demand for the industry's
discretionary, high-margin product lines.

Nonetheless, households are likely to increase consumption overall, as declining unemployment rates stimulate
consumer confidence, driving demand for a wide range of competitively priced vitamins and supplement products.
Additionally, increasing health consciousness is expected to further catalyze a rise in sales by expanding the
industry's consumer base.

The number of adults aged 65 and older is also anticipated to increase, rising at an annualized rate of 3.5% over the
five years to 2025. The industry targets the aging population as it comprises heavy users of orthotics and
convalescent equipment alongside vitamins and mineral supplements. More baby boomers, or those born between
1946 and 1965, entering this age bracket are expected to aid demand for industry products. Furthermore, many
older consumers prefer to purchase goods in a brick-and-mortar store after speaking with an experienced
salesperson to ensure they are buying the proper product, despite the convenience of online shopping.

Canadians will also continue to spend more on their well-being. Over the five years to 2025, total health expenditure
is projected to increase at an annualized rate of 1.6% to $169.8 billion. This rising health expenditure demonstrates
one's personal health is of greater importance than extra disposable income, but also reflects the rising prices of
brand-name pharmaceuticals. Rising health expenditure is expected to translate to more consumers choosing
homeopathic remedies and preventative care that the industry sells, bolstering demand over the next five years.
Additionally, protein products will likely remain a growing segment of research and development, enticing consumers
to add alternative protein forms into their dietary regimens. As a result, more companies are expected to market
customized nutritional products for each individual's needs.

COMPETITION AND OBESITY REMAIN A THREAT

The adult obesity rate is forecast to increase over the next five years to
reach 53.3% of the population in 2025.
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As the obesity rate continues to rise, the rate of industry revenue growth has been gradually increasing. This
indicates that a healthy lifestyle will continue to be important for the majority of consumers to combat this trend.
However, industry operators still need to increase their efforts in promoting new products, such as organic goods, in
the hopes of finding the latest trend in healthy living.

Industry growth will also continue to be hampered by increasing competition from e-commerce sites and mass
merchandisers. Consumers with family, home and work obligations will keep turning toward the internet and one-
stop shopping locations such as big box retailers to make purchases. However, as the industry becomes
increasingly saturated, operators will fight back by lowering product prices to remain competitive and offering loyalty
incentives as operators such as Nutrition House Canada Inc. do. Additionally, companies are expected to hire more
experienced and skilled staff to ensure the highest level of customer service, which is a competitive advantage that
brick-and-mortar establishments have over their e-commerce counterparts.

PROFIT AND PARTICIPATION

Driven by strong revenue growth, the industry profit margin, defined as
earnings before interest and taxes, is expected to grow to 4.3% of revenue
in 2025.

Operators are anticipated to cut product prices to stay competitive with external competition, as well as increasing
employment and wage costs to provide knowledgeable and superior customer service to consumers. Nonetheless,
favourable demand conditions, both economic and demographic, are anticipated to stimulate revenue growth,
ultimately driving up profit margins. In response to rising industry profitability, industry participation levels are
anticipated to rise, as more companies opt to enter the industry to seek lucrative returns on investment. Over the
five years to 2025, the number of industry enterprises is expected to increase at an annualized rate of 4.0% to
10,034 companies. Industry employment is likely to follow suit, with the number of industry employees anticipated to
increase at an annualized rate of 4.0% to 19,776 people during the same period. The number of establishments is
also expected to increase, as existing operators seek to expand their local or regional consumer base. The number
of industry locations is forecast to grow at an annualized rate of 4.0% to reach 10,988 stores over the five years to
2025.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Consumer
confidence

index  (Index)
2020 3,688 894 9,019 8,242 16,272 N/A N/A 782 N/A 85.0
2021 4,045 1,089 9,584 8,743 17,517 N/A N/A 844 N/A 98.2
2022 4,262 1,141 10,009 9,125 18,344 N/A N/A 885 N/A 106
2023 4,401 1,174 10,360 9,447 18,931 N/A N/A 914 N/A 111
2024 4,500 1,198 10,695 9,758 19,397 N/A N/A 936 N/A 114
2025 4,573 1,215 10,988 10,034 19,776 N/A N/A 954 N/A 116
2026 4,637 1,228 11,253 10,284 20,111 N/A N/A 969 N/A 117
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Industry Life Cycle The life cycle stage of this industry is    Growth

LIFE CYCLE REASONS

The industry's products are developing rapidly

The industry’s consumer base is expanding

Industry entrance is outpacing revenue growth

The Health Stores industry in Canada is expected to grow faster than the overall economy over the 10 years to
2025. Industry value added (IVA), which measures an industry's contribution to the overall economy, is forecast to
grow at an annualized rate of 2.2% over the 10 years to 2025. Canadian GDP is expected to grow at an annualized
rate of 1.8% during the same period. Multiple elements collectively signal that the industry is in the growth phase of
its life cycle. These elements include a rapidly evolving product line, expanding consumer base and increasing
industry participation.

With increased research and development, product innovations have been encouraging revenue growth. However,
many health product lines are already in Canadian households and advancements often realize only marginal gains.
For example, first-aid products have already gained wholehearted market acceptance in Canada over the past
decade. Meanwhile, there is still rapid growth in the protein, vitamins and supplement product segments as a result
of product innovation and increased health consciousness, the latter of which is expected to be driven by Canada's
aging population.

Strong demand drivers and an increase in available real estate are likely to encourage operators to open additional
locations. Furthermore, new operators are entering the industry despite rising competition from e-commerce and
mass merchandisers. Price pressures from these alternative retailers are and will continue to goad competition.
Increasing levels of industry participation are indicative of a growing industry, with the number of enterprises
forecast to grow at an annualized rate of 3.5% over the 10 years to 2025.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Consumers in Canada

Key Selling Industries
1st Tier

Vitamin & Supplement Manufacturing in Canada

Pharmaceuticals & Pharmacy Supplies Wholesaling in
Canada

Medical Supplies Wholesaling in Canada

2nd Tier

Medical Instrument & Supply Manufacturing in Canada

Brand-Name Pharmaceutical Manufacturing in Canada

Generic Pharmaceutical Manufacturing in Canada

Products & Services

  SUPPLEMENTS AND VITAMINS

In 2020, the supplements and vitamins product lines are expected to
collectively account for 33.6% of revenue for the Canadian Health Stores
industry.

Over the five years to 2020, this segment's share of revenue has been stable. Vitamins and minerals are taken to
maintain health, to improve health and in support of specific conditions. These products help prevent nutrient
deficiencies that can occur when diet alone does not provide sufficient vitamins and minerals. This segment includes
multivitamins and isolated vitamins, such as Vitamin A, C, D, E and B-complex, along with other major and trace
minerals, such as calcium, magnesium, chromium and zinc. Additionally, specialty supplements aid those with
specific conditions and life stages, such as childhood, pregnancy, menopause and aging. Herbs are also included in
this segment and are taken to help support specific body systems. Over the past five years, the industry has shifted
from this segment's products toward more specialty and protein-based supplements as demand is siphoned from
this traditional product line.

PROTEIN PRODUCTS

In 2020, protein products account for an estimated 20.5% of revenue for
the Canadian Health Stores industry.

Products in this segment are used in conjunction with weight training, sports activities and recovery. This segment
primarily includes protein and weight gain powders, meal replacements, nutrition bars, sport drinks and pre- and
post-workout supplements to either boost athletic performance or enhance muscle recovery after exercise.

In the past, the protein products segment represents a rather niche market catering primarily to bodybuilders and
athletes. However, the segment has steadily gained the acceptance of a broad consumer base seeking healthier
lifestyle. Consequently, retailers have been able to advance this category by making protein product offerings more
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mainstream by capitalizing on favourable tastes and preferences, while also retaining the convenience and
functionality that consumers have come to expect. Over the past five years, this segment's share of revenue has
increased significantly.

DIETARY SUPPLEMENTS

Dietary supplements are expected to account for 10.8% of industry
revenue in 2020.

Consistently growing in popularity, dietary supplements range from health and wellness products to boost
metabolism to weight management pills and powders. The adult obesity rate, estimated to rise at an annualized rate
of 0.6% over the five years to 2020, has facilitated rising market acceptance of these products. Moreover, the aging
population catalyzes sales in this product segment as metabolism slows and the effect of obesity becomes better
understood. Still, this segment has remained relatively stable over the past five years as the dangers of taking
dietary supplements are speculated.

FOOD AND DRINK

While the rise in demand for organic and sustainably raised food runs
parallel to increases in health consciousness, most of this demand falls
under the purview of the Specialty Food Stores industry in Canada
(IBISWorld report 44529CA).

However, some of these products are still sold in industry establishments, including protein bars, meal replacement
options, smoothies, pre-mixed supplement drinks (such as pre- or post-workout beverages), oils and healthy snacks.
While only accounting for an estimated 7.1% of industry revenue in 2020, this product segment is quickly growing
amid innovations in specialty food manufacturing. Sustainably produced granola bars, trail mixes and meal
replacement options are increasingly popular for consumers that want to snack healthy or reduce their caloric intake.
Growing obesity rates have bolstered this segment's share of revenue during the period, and are expected to
continue to drive growth over the five years to 2025.

OTHER

Industry operators sell a variety of other products based on their specialty
and client base, and these other products are estimated to collectively
account for 28.0% of revenue in 2020.

This discussion will emphasize three core aspects of industry operations, which include first-aid supplies, orthopedic
products and convalescent care products. However, IBISWorld estimates that none of these segments accounts for
more than 5.0% of industry revenue in 2020. Outside of these three product groups, there are other product
segments that capture negligible portions of industry revenue and generally include services such as weight
management or fitness consultations; gym accessories, including wristbands or combination locks; apparel; and
personal care products such as essential oils or soaps.

First-aid supplies are an important aspect of the other segment. Active lifestyles among young and old consumers
alike are giving year-round life to the first-aid category. The trend toward self-care is a major force for widening
market opportunities in the first-aid products category. There has been increased demand for first-aid kits designed
to meet the needs of families and the sporting industry. Despite the existence of numerous first-aid branded
products from major players, private and generic labels have been successful in gaining market share. During the
period, private labels have been competing with major players' branded products by adding their own line of private
label products. As was the case for advanced medical technologies, niche categories have also gained attention
over the five years to 2020. Even so, this segment's share of revenue has decreased, as other product categories
expanded more rapidly.

The orthopedic equipment segment includes braces, shin splints, neck pillows, utility belts and foot care products.
The market for orthopedics benefits from robust demand for technologically advanced products that accommodate
the increasingly active baby-boomer lifestyle, as well as the sedentary lifestyle that accompanies the escalating
levels of obesity in Canada. The major drivers of orthopedic equipment sales include demographic patterns, pricing
pressures and shortened product life cycles.

Convalescent care products include mobility aids, health monitors, braces and hearing aids, among other products
designed to care for the elderly population. As the Canadian population ages, this segment has grown over the past
five years and is expected to continue to increase over the five years to 2025, specifically for hearing aids and
audiology devices. Hearing aids are sold from specialty health stores such as hearing clinics, which are
predominantly privately run and form a highly fragmented section of the industry. Still, other product segments have
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grown more rapidly, restricting growth in this segment.

Demand
Determinants

Demand for the Canadian Health Stores industry's products is primarily
driven by household disposable income and a range of demographic
factors, including population and consumer preferences.

The aging Canadian population and the trend toward more consumer-oriented healthcare products are increasing
demand for vitamin, mineral and food supplements that can be taken as preventative measures. Additionally,
functions such as hearing, flexibility and mobility deteriorate with age and the need for hearing and convalescent
supplies rises.

The population's general health plays an important role in demand for industry products. With conditions such as
heart disease, cancer, arthritis, obesity and stress becoming more prevalent, demand for supplements, homeopathic
remedies and related consumables that enable consumers to take an active role in maintaining their health outside
of traditional pharmaceuticals is increasing. Related to this is changing consumer preferences regarding treatment of
conditions and diseases and increased interest in maintaining well-being has led to a move toward natural
healthcare and an increase in demand for supplements. Sales of weight management products such as low-
carbohydrate goods are particularly sensitive to consumer preference trends. Essentially, health consciousness is a
primary demand determinant since industry operators sell health products, which has bolstered industry revenue for
the past decade.

New scientific research that links the benefits of herbs, vitamins and minerals to human health and well-being are
drivers of demand for industry products as well. While these studies influence the nature of upstream suppliers'
operations, industry operators benefit from the perceived health benefits of their products based on scientific
research. Industry surveys show that consumers list scientific research as the most compelling factor influencing
their purchase and use of herb, vitamin and mineral supplements. Well-publicized new research drives large swings
in consumer demand for clinically proven nutritional goods.

Furthermore, price can influence demand for some of the industry's product segments. For example, an increase in
the availability of less costly generic healthcare supplements will make the industry's products more accessible to a
wider market and, therefore, increase demand. Lower prices for protein powder and sports supplements will work to
strengthen the athletic market while higher prices for efficacious goods can restrict demand.

Changes in per capita disposable income will also influence demand, particularly for highly discretionary products,
such as various herbal and botanical supplements. For example, in 2020, demand for industry products is expected
to decrease sharply as per capita disposable income contracts and consumer confidence wanes, as result of the
economic contraction brought about by the COVID-19 (coronavirus) pandemic. Furthermore, the initial government
mandated closure of nonessential retail stores and the following store capacity reductions brought about by social
distancing procedures have also caused consumer demand for industry products to fall in 2020.

Major Markets

  Generally, since most products of the Canadian Health Stores industry are
nonessential purchases, the market for operators is heavily correlated
with disposable income levels, which tend to increase with age.

  However, a countervailing force to this trend is the gradually decreasing engagement in recreation and sports
activities with age, producing a bell curve of sorts for the consumption of industry products, particularly salient for
sports nutrition products and less influential for convalescent care products.
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CONSUMERS AGED 29 AND YOUNGER

Consumers aged 29 and younger are expected to account for 17.2% of
industry revenue in 2020.

Growing at a rapid pace, consumers in this age segment are typically teenagers and young adults with limited
disposable income. Consequently, demand from teenagers is usually realized in the other market segments
because parents often make health store purchases on their behalf. Young adults, who are keener on joining fitness
clubs, may be reluctant to purchase industry products as they build up their disposable income. This segment has
remained grown strongly over the past five years. Plus, many supplement manufacturers have started to design
products targeting this demographic, which will increase this segment's share of industry revenue over the five years
to 2025. Growing levels of disposable income and consumer confidence are expected to help to facilitate
expenditures on industry products from this market in the future.

CONSUMERS AGED 30 TO 39

Consumers between the ages of 30 and 39 are generally active due to
rising health consciousness and often supplement their workouts and
recreational activities with industry products.

Sports nutrition products are more frequently being used by fitness enthusiasts, weekend sports players and gym-
goers, not only professional athletes and bodybuilders. Consumers aged between 30 and 39 are estimated to
account for 19.4% of industry revenue in 2020. While individuals in this group typically have steady income, these
individuals are often price-sensitive and more willing to find less expensive product alternatives online.
Consequently, this group's share of industry revenue has remained stagnant over the five years to 2020.

CONSUMERS AGED 40 TO 54

In 2020, consumers aged between 40 and 54 are expected to account for
23.7% of industry revenue in 2020.

Consumers in this segment usually have higher disposable income and can afford nonessential health products.
This age group is increasingly concerned with having a healthy lifestyle and has turned to organic and dietary
supplements due to their perceived health benefits. Additionally, individuals in this group often start requiring more
essential items such as convalescent care products and orthopedic equipment. Overall, individuals in this group use
the widest range of industry products. As a result, over the past five years, revenue from this segment has remained
steady.

CONSUMERS AGED 55 TO 64

Consumers aged 55 between and 64 are expected to account for 19.8% of
industry revenue in 2020.

Consumers in this segment typically purchase multivitamin, multimineral and convalescent care products. As
mentioned above, while older consumers generally benefit from rising levels of disposable income, their recreation
activities are often limited for numerous reasons. Moreover, while this age group typically spends more on health
and personal care than their younger counterparts, much of these expenditures are centralized outside of industry
operations, drawing their spending power to pharmacies and specialty food stores with increasing levels of health
consciousness. All in all, while this market is significant to industry operations, it has been one of the slowest
growing markets and has therefore declined as a proportion of industry revenue.

CONSUMERS AGED 65 AND OLDER

Consumers aged 65 and older are expected to account for 19.9% of
industry revenue in 2020.

Orthopedic equipment use is most prevalent in this segment. Furthermore, more than one-third of Canadians in this
segment have at least one chronic condition and this number is forecast to increase as the population continues to
age. Each year, more baby boomers are aging into this segment and planning to lead active lifestyles well into their
later years. As long as baby boomers want to enjoy lifestyles that enable them to remain physically fit and socially
active, orthopedics equipment retailers will have a vast market to tap into. Furthermore, this growth has been
substantially faster than the rise in consumption among other age groups, increasing this segment's share of
industry revenue over the past five years. This trend is expected to continue over the five years to 2025 as the
number of adults aged 65 and older increases.
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Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

The Health Stores industry in Canada does not directly participate in international trade. However, a significant
portion of goods retailed by industry operators is sourced from a variety of international locations. Import and export
figures for individual industry products are accounted for in their relevant manufacturing industries, including the
Cosmetic and Beauty Product Manufacturing industry in Canada (IBISWorld report 32562CA).

Business
Locations

  Overall, the distribution of establishments in the Canadian Health Stores industry follows the Canadian population. Since most
industry players are small-scale operations, they typically cater to their immediate local markets. In theory, the greater the
population of a region, the stronger the demand for health stores to service expanding residential areas. Consequently, since
Ontario accounts for the largest share of the Canadian population, it holds the largest number of industry establishments at 44.7%
in 2020. Toronto is home to the most significant share of both population and industry presence. The large city is a hub for
consumer activity and health trends.

British Columbia also holds a large share of the country's population and houses an estimated 20.4% of industry establishments in
2020. The number of establishments outpaces that of the population due to the residents' importance of living a healthy lifestyle.
According to the 2015 Canadian Community Health Survey (latest data available), British Columbians have the highest physical
activity rates and are the second-highest in fruit and vegetable consumption. They also have the lowest obesity, smoking and
alcohol consumption rates in the country.

Alberta and Quebec also hold significant concentrations of health stores, with estimated shares of 12.6% and 11.9%, respectively,
in 2020. Importantly, the median household annual income in Quebec is generally lower than the national average, thus limiting
the disposable income for some consumers to purchase the industry's nonessential products. Conversely, many residents in
Alberta take advantage of the outdoor recreation the province has to offer, such as the Canadian Rockies and Banff National
Park, and therefore use products this industry offers to stay healthy and active.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Health Stores industry in Canada is highly fragmented with a low level of market share concentration. Due to
the wide array of merchandise, numerous small specialty retailers are able to operate in the industry, resulting in a
high level of fragmentation. The largest company in the industry, GNC Holdings Inc. (GNC), is estimated to account
for 3.3% of industry revenue in 2020. Specialty health operators typically cater to customers stocking higher-quality
goods and providing value-added customer service, while mass merchandisers generally offer a limited assortment
composed of more mainstream products with less customer care. This potential for specialization has prevented
mass merchandizers, most notably GNC, from significantly expanding its market share. Of an estimated 9,019 total
industry establishments in 2020, 80.9% are estimated to employ fewer than five workers. Furthermore, 97.5% of all
industry establishments are estimated to maintain a staff of fewer than 20 people. These statistics demonstrate the
fragmentation of industry operations and lend evidence to the continuation of this trend over the five years to 2025.

Key Success
Factors

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

Ability to alter goods and services produced in favour of market conditions:
Health stores must evaluate their product lines to meet consumer needs and differentiate from competitors. It is of
particular importance that a company's goods do not overlap with any mass merchandiser retailing competitor
products.

Ability to control stock on hand:
Adequate stock controls can reduce inventory costs and increase merchandise turnover.

Easy access for clients:
Operators in this industry need to establish themselves in convenient locations with access to parking. Such easy
access encourages repeat business.

Establishment of brand names:
Consumers tend to purchase health product brands they know and trust. Therefore, a growing number of retailers
are stocking such private label brands.

Experienced workforce:
Knowledgeable and experienced staff are necessary to advise consumers on which supplements or apparatus
would best suit the customer's requirements. This is of particular importance when competing with mass retailers.

Having a supply contract:
Supply contracts can enable an operator to receive favourable pricing terms and enhance the operator's ability to
obtain high-demand merchandise.



Health Stores in Canada January 2021

24 IBISWorld.com

Cost Structure
Benchmarks

  Profit

Industry profit, defined as earnings before interest and taxes, has
decreased from 5.2% of revenue in 2015 to an estimated 1.7% in 2020.
Over the five years to 2020, as the competitive environment has
intensified, industry operators have had to compete based on price,
resulting in lower profit, in addition to rising purchase costs alongside
increasing health consciousness. More recently, however, government-
mandated shutdowns and social distancing protocols have resulted in
declining sales, leaving industry operators exposed to variable and
fixed costs, many of which are outlined below.

 

  Wages

Wages are estimated to account for 21.2% of industry revenue in 2020.
Wages as a share of revenue have remained stable during the five-year
period, primarily due to industry operators' cost minimization efforts. As
demand for industry goods declined toward the latter portion of the five-
year period, operators reduced their employee count, while also
increasing their reliance on the most knowledgeable staff. These more-
skilled staff help drive foot traffic by providing valuable health and
supplement consultation unavailable elsewhere. Health stores have
sought to offer a personalized experience in an attempt to drive foot
traffic during the coronavirus pandemic. Therefore, these employees
typically require higher wages due to their higher experience levels. As
a countermeasure, many industry operators have taken steps to
decrease their overall workforce to keep labour costs in check. In 2020,
industry employment is estimated to decline dramatically, falling an
estimated 9.1%.
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  Purchases

Similar to other retailers, purchases account for the bulk of industry
revenue, at an estimated 53.8% in 2020. Purchases primarily consist of
domestic and international goods bought from vendors for resale to
consumers. The level of this expense depends on the cost and mix of
products offered, promotional offers and distribution costs. Over the
past five years, the vitamins and supplements segments have
increased as shares of overall industry purchases due to increased
demand. Additionally, new products, such as sport and diet functional
foods, have widened purchase volumes.

 

  Marketing

Marketing costs have increased slightly over the past five years, rising
from 2.9% in 2015 to an expected 3.3% in 2020. Many small operators
use marketing campaigns and promotions to drive foot traffic, therefore
keeping marketing costs relatively stable in the long run.

 

  Depreciation

Depreciation costs, accounting for an estimated 1.4% of revenue in
2020, fluctuate between operators depending on their size and assets
involved. Depreciable assets include fittings and fixtures, cash registers
and leasehold improvements. Over the past five years, depreciation
costs have remained relatively stable as a share of industry revenue.

 

  Rent

Rental costs make up an estimated 6.3% of industry revenue in 2020,
which is up slightly from 5.5% in 2015. Rent fees have remained
relatively stable steady over the past five years on account of the small
scale of the industry's business, as well as rising commercial real
estate costs. These costs vary and depend on the size and geographic
location of the store. For example, retail outlets in metropolitan areas
typically spend more on rent and utilities than smaller rural markets.
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  Utilities

Utilities, which are expected to make up 1.3% of revenue in 2020, have
remained relatively stable during the five-year period.

 

  Other Costs

Other costs for the industry include administrative expenses and other
needs and services that vary depending on the store's specialty. These
costs account for an estimated 11.1% of industry revenue in 2020.

 

Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  The primary competitive elements among players in the Health Stores
industry in Canada are price and product range alongside quality and
location.

Price-conscious consumers will opt to purchase the lowest-priced products for nonessential general consumables,
such as vitamins and nutritional supplements. Importantly, since most retailers do not manufacture their own health
products, excluding GNC Holdings Inc. (GNC) franchisees that have access to GNC's production capacity, operators
generally offer analogous and sometimes even the same product lines, increasing their reliance on price
competition.

Consumers will choose to shop at locations that provide a good variety of first aid goods, vitamins, supplements and
other products. To this end, operators should ensure that consumers are aware of the range of merchandise they
stock. The quality of merchandise offered will affect repeat purchases as well. Price is important to operators that
stock the same merchandise since many businesses carry the same products. As a result, operators should ensure
that their goods are competitively priced compared with other retailers or offer incentive programs for customer
loyalty such as GNC and Nutrition House Canada Inc. The ability to provide quality goods is also essential,
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particularly in the case of convalescent, hearing and prosthetic items designed to help consumers achieve a better
quality of life. These products are less susceptible to product substitution and therefore competition is based on
quality rather than price in most instances.

A store's physical location is a further basis of competition for operators. Stores located in high-traffic areas are
exposed to a greater share of consumers than those located in harder to reach areas. However, this may not be a
crucial factor given the exclusivity of some of the industry's items, in which case consumers will make the effort to
travel to a particular health store. For example, GNC has market exclusivity for its manufactured products.
Additionally, a well-designed store layout, both inside and outside, that displays products effectively and appeals to
a wide market, has a bearing on store success, as does the ability to employ knowledgeable support staff to advise
customers in making purchasing decisions.

EXTERNAL COMPETITION

Industry operators compete with retailers in other industries as well.

Health stores compete with operators in the Supermarkets and Grocery Stores industry in Canada (IBISWorld report
44511CA) and the Department Stores industry in Canada (45211CA), alongside pharmacies (44611CA) and
sometimes specialty food stores (44529CA). Operators such as Real Canadian Superstore, Sobeys Inc., Shoppers
Drug Mart Corporation and Metro Inc. stock a variety of vitamins and nutritional supplements. Additionally, Walmart
Inc. is forecast to increase its market share over the next five years to the detriment of industry operators.
Furthermore, these operators have economies of scale and scope and are accordingly able to purchase lower-
priced goods from producers or wholesalers in bulk and pass these savings on to consumers through lower retail
prices, damaging the prospects of industry operators. This will force health stores to offer niche products and stay
competitive on price while focusing on value-added services such as health consultations. The need for in-store
expertise or range of product lessens the success of discounters. Competition also arises from online merchants
(45411aCA) that provide multivitamin tablets, vitamins, minerals and food supplements via electronic home
shopping. However, some industry operators also retail their products online, combating this trend to an extent.

Barriers to
Entry

Barriers to Entry in this industry are    Low and the trend is Increasing
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  There are low to moderate barriers to entry in the Health
Stores industry in Canada. Despite having a low level of
market share concentration, existing retailers have
developed strong relationships with wholesale
distributors, ensuring that they receive the most
competitive prices that can then be passed on to
consumers, as the company maintains and expands its
market share. This is especially important since retailers
most often compete on price for similar product offerings.
Furthermore, some players are subsidiaries of vertically
integrated supplement manufacturing operations, thus
giving their retail operations a competitive price and
supply advantage. For example, since industry leader
GNC Holdings Inc. (GNC) has its own manufacturing and
distribution operations, franchisees benefit from lower
purchase costs and market exclusivity for GNC's product
lines. Importantly, the proliferation of larger companies
such as GNC is increasing barriers to entry by forcing
smaller operators to compete with a much larger
corporate entity with access to broader resources.

New entrants to the industry will also incur significant
costs in the opening of a new health store, including
advertising and store refurbishments. New entrants must
spend relatively more than existing operators on
marketing activities to establish industry links and gain a
presence in the market. Marketing is a tricky endeavour
for health stores since operators primarily service their
local community, making digital marketing campaigns
somewhat effective but ultimately less efficient than
sometimes more costly print or outdoor advertising
options. There is also heavy competition for locations that
are exposed to high levels of foot traffic, which goes hand
in hand with outdoor advertising tactics. It is particularly
difficult to establish new locations in major cities, such as
Toronto and Montreal, due to limited availability of real
estate. However, entrepreneurs with sufficient financial
backing can often find a lucrative client base in these
locations due to higher levels of health consciousness
and disposable income in metropolitan areas.

Operators are also subject to regulation and licensing by
federal agencies, as well as licensing and regulation by
province and local health, sanitation, fire and other public
departments. While these licences may deter industry
entrance, they are ultimately surmountable obstacles.

Barriers to Entry Checklist

Competition High  

Concentration Low  

Life Cycle Stage Growth  

Technology Change Low  

Regulation & Policy Medium  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Low and the trend is Steady

  Industry globalization in the Health Stores industry in Canada is low and is not expected to increase over the five
years to 2025. The majority of operators within the highly fragmented industry are Canadian-owned and earn their
sales domestically. However, there are foreign companies operating in this industry. For example, GNC Holdings
Inc. (GNC) is a US company with 175 company-owned stores in Canada as of 2019 (latest data available). Although
this industry does not trade participate in international trade since it is recorded at the manufacturing level, operators
may be affected by international trade flows and currency fluctuations depending on where these businesses source
their products. Importantly, the primary vehicle for globalization would be from US chains such as GNC and the
Vitamin Shoppe. Currently, the Vitamin Shoppe maintains a minor retail presence through its ownership of several
Vitapath stores in the Toronto metropolitan area. Ultimately, industry globalization is forecast to remain steady in the
near future as companies focus on improving internal operations to increase profit.
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Major Companies

Major Players GNC Holdings Inc.

Market Share: 3.3%

Brand Names Mega Men, Ultra Mega, Pro Performance,
Preventive Nutrition

  GNC Holdings Inc. (GNC) is one of the world's largest specialty retailers of nutritional products, including vitamin,
mineral, herbal and other supplements. Internationally, GNC has 4,000 full-time employees and 8,000 part-time
employees, and generated $2.7 billion in total revenue in 2019 (latest data available). The company, which is
headquartered in Pittsburgh, has over 7,000 locations, with 175 in Canada in 2019 (latest data available). GNC
operates in retail, franchise, manufacturing and wholesale segments, categorized by their geographic region.
Accordingly, the company's industry-relevant operations fall under its United States and Canada business segment,
which only includes its retail operations.

As one of the few health products companies with extensive resources, GNC has emphasized e-commerce and a
shifting consumer landscape in its endeavours. GNC also offers products online to Canadian consumers through
GNC.com and LuckyVitamin.com. The company's four major nutritional supplement categories are vitamins,
minerals and herbal supplements (VMHS); sports nutrition; diet; and other wellness supplements. Sports nutrition
and VMHS are the company's strongest categories. Additionally, the company offers private label brands including
Mega Men, Ultra Mega, Pro Performance and Preventive Nutrition.

GNC has endured increasingly challenging operating conditions that have been brought about by the outbreak of
COVID-19 (coronavirus). In response to growing uncertainty in the early days of the pandemic, the company
announced the temporarily closure of 25.0% of its US and Canada company-owned and franchise stores. Despite
recent reopening efforts, persistently low foot traffic has weakened sales, increasing insolvency risks. In June, GNC
filed for chapter 11 bankruptcy protection, closing one-sixth of its stores worldwide, including those in Canada. In
mid-October, GNC was sold to Harbin Pharmaceutical Group Co. Ltd., a Chinese pharmaceutical manufacturer.

Financial performance

GNC's Canadian operations have struggled over the five years to 2020, experiencing both falling revenue and
profitability. Along with other industry operators, GNC was forced to suspend operations early in 2020 due to the
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global spread of coronavirus. Despite reopening, the company has endured adverse economic conditions, including
a sharp decline in consumer confidence, which has weakened demand for the company's product offerings, many of
which are discretionary. Even prior to the pandemic, GNC's revenue declined due to growing competitive pressure
from online retailers. Over the five years to 2020, GNC's Canadian retail sales are expected to decrease at an
annualized rate of 5.7% to $122.5 million. During the same period, the company's profit margin, measured as
earnings before interest and taxes, is estimated to contract sharply, falling from 17.4% in 2015 to an anticipated
2.7% in 2020.

 
GNC Holdings Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 164.0 N/C 28.6 N/C
2016 178.5 8.8 -21.1 N/C
2017 174.5 -2.2 -21.1 0.0
2018 171.2 -1.9 8.3 N/C
2019 145.8 -14.8 12.1 45.8
2020 122.5 -16.0 3.3 -72.7

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

Other Companies The Health Stores industry in Canada is highly fragmented with an estimated establishment count of 9,019 stores in
2020. Generally, industry operators service their regions or communities and do not extend their reach further.
According to data from Statistics Canada, 99.9% of all industry establishments employ fewer than 100 workers
nationally, demonstrating the extent of the industry's fragmented landscape.

Popeye's Supplements Canada

  Market Share: 1.6%
  Popeye's Supplements Canada (Popeye's) is Canada's oldest and largest sports-specific nutrition retailer. Founded

in 1989 and headquartered in Markham, ON, the company has 140 locations across Canada. Popeye's sells a wide
array of industry merchandise, specializing in vitamins, brand-name sports nutrition products and weight loss
supplements. The company also operates through its e-commerce channel, which provides an extensive selection
of products, as well as detailed information on various merchandise and programs. Along with vitamin and
supplement sales, the company offers meal planning resources and exercise training logs. While the company is
private and does not disclose its financial information, IBISWorld estimates that the company will generate $57.2
million in 2020.

Nutrition House Canada Inc.

  Market Share: 0.4%
  Nutrition House Canada Inc. (Nutrition House) is a leader in Canadian health stores. The privately owned company

was founded in 1979 in Richmond Hill, ON, and has grown to operate 38 locations in Canada. Nutrition House
strives to provide high-quality and innovative products for consumers. The company offers extra value for its
shoppers with bonus sizes for many of its Nutrition House Red Band Extra products, thus providing more products
for the same price through its generic product line. Additionally, Nutrition House has a Preferred Customer Rewards
Program, where members earn a point for each $1.00 they spend. For every 100 points, the customer is awarded
$5.00 toward a future in-store purchase. Due to its loyalty program and expansionary tactics, Nutrition House has
grown to be one of the largest industry operators. While the company is private and does not disclose its financial
information, IBISWorld estimates that the company will generate $15.5 million in 2020.

Vitapath

  Vitapath is a subsidiary of US-based Vitamin Shoppe. Despite being the second-largest company in the US Health
Stores industry (IBISWorld report 44619), Vitamin Shoppe has not made significant inroads in Canada. Currently,
Vitapath has three stores, all of which are located in the greater Toronto area. The company offers consumers 6,000
products from international and domestic brands, as well as its own exclusive Vitapath brand. IBISWorld estimates
that the company will generate $1.4 million in 2020.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    Low

  The Health Stores industry in Canada has a low level of
capital intensity. Capital expenditure for this industry is
mainly in the form of fixtures and fittings, such as display
shelving, cash registers and point of sale systems. Wages
are estimated to account for 21.2% of revenue in 2020,
while depreciation is expected to account for a mere 1.4%
of revenue. IBISWorld estimates that for every $1.00 spent
on wages, industry operators will spend $0.06 in capital
investment in 2020, representing the same level of capital
investment in 2015. Stagnant capital investment has been
influenced by persistently low prices of key inputs such as
computers and peripheral equipment. Generally, low
capital investment is typical of most retailing industries, as
operators rely more on labour than on capital. Staff with
strong product knowledge that can offer advice and
customer assistance in making purchasing decisions are
critical to generating sales.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Very Low Rate of
Innovation

Very
Unlikely

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

High Innovation
Concentration

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

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

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

Medium Market
Concentration

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

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

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

The most relevant disruptive force in the Canadian Health Stores industry is
the rise in e-commerce, which is included in a different industry (IBISWorld
report 45411aCA).

The E-Commerce and Online Auctions industry in Canada poses a growing threat to establishments in the Canadian Health
Stores industry. Online retailers permit customers to compare prices across products, saving them time and money.
Additionally, product selections online tend to be broader than those in brick-and-mortar establishments. Many industry
operators are countering this effect by growing their online presence and creating websites and apps that customers can
access on their smartphones.

The level of technology change is    Low

  Technological change and development within the Health Stores industry in
Canada is at a low level and is often limited to store security and cash
registers since industry operators do not manufacture the products they sell.

Essentially, most of the technological advances that influence industry operations are external to the industry but
nonetheless have an influence on the retail environment. Still, technological development varies depending on the size and
scale of operations. Across the retail sector, establishments that belong to retail chains tend to be more efficient than
single-store retailers, as chains typically invest more in information technology.
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Most operators use computer-scanning cash registers and electronic data interchange to process sales. Most goods are
not individually price marked; rather, each product is given a bar code so it can be scanned into electronic cash registers.
Furthermore, this enables operators to charge prices without remarking merchandise. While these processes have been
well established for some time, scanners and point-of-sale (POS) systems have been consistently upgrading with new
features such as touchscreens, labour monitoring, inventory control, administrative or managerial tasks and portability.

Omnipresent across the retail sector, losses can be incurred as a result of theft. As a precautionary measure, operators use
security and loss prevention advancements such as closed-circuit TV cameras, source tagging, signature capture
technology and fingerprint scanning systems that verify customer identities.

Industry growth is also dependent on the introduction of new products, which is reliant on continual technological
developments. As a result, the industry grows as technology advances in industries including medicine or supplement
manufacturing and medical equipment.

Additionally, membership programs encourage customers to make repeat purchases and enable the company to enhance
customer loyalty. Industry operator Nutrition House Canada Inc. (Nutrition House) offers a free Preferred Customer
Rewards Program in which members earn one point for every dollar they spend. For every 100 points the member earns,
they will be awarded a $5.00 in-store credit toward a future purchase. Nutrition House offers members exclusive promotions
and special offers as well. GNC Holdings Inc. and Popeye's Supplements Canada, the two largest companies in the
industry, also offer similar incentive programs. These programs are also used to track customer purchasing patterns,
analyze industry trends and create targeted merchandising and marketing strategies.

Revenue
Volatility

The level of volatility is    Medium

  There is a moderate level of revenue volatility in the Health Stores industry in
Canada.

Changes in revenue from year-to-year are influenced by shifts in consumer tastes and trends, as well as health
consciousness and consumers' disposable income levels. Also affecting revenue changes is the price of goods retailed by
this industry relative to other health product retailers, such as e-commerce sites, mass merchandisers and grocery stores.
While a weak economy may hurt industry revenue from less essential items including sports nutrition products, more
essential items such as convalescent care products and vitamins will be less affected. As a result of the outbreak of
COVID-19 (coronavirus), Canada's economic activity has waned, resulting in a sharp anticipated decline in consumer
confidence in 2020. This, along with weakened foot traffic as a consequence of government-imposed lockdowns early in
the year, is anticipated cause a sharp decline in industry revenue, ultimately contributing to increased volatility over the five
years to 2020. Nonetheless, over the five years to 2025, revenue trends are anticipated to stabilize, as economic conditions
normalize and consumer demand for industry goods and services rises steadily.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

The Health Stores industry in Canada has a moderate level of regulation and
policy.
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Health Canada is the primary authority on industry regulations regarding the administration and enforcement of Canadian
health product laws. Specifically, before any health products comes to market, Health Canada must issue a product licence,
incorporating a system of regulatory approval prior to retail sale. The agency's Natural and Non-Prescription Health
Products Directorate (NNHPD) regulations protect consumers from unsafe product supply or fraudulent claims and
practices. Natural health products include vitamins and minerals, homeopathic medicines, herbal remedies and probiotics.
Moreover, the Canadian Food Inspection Agency (CFIA) passed the Organic Products Regulation, which requires
certification to carry the label "organic" on industry-relevant food products. Additionally, the Food and Drug Act's regulations
controls the use of additives to ensure that comestibles are safe for consumption. Furthermore, the Canada Consumer
Product Safety Act governs hazardous products and may influence the production and subsequent sale of industry
products.

The industry must also abide by occupational regulations. Canada's Occupational Health and Safety (OHS) Regulations
contain standards and guidelines covering, but not limited to, structures, electricity, sanitation and sound. The OHS also
regulates wage standards for retail employees. Additionally, industry operators must abide by equal wage standards,
minimum wage laws and tax laws.

In response to the outbreak of COVID-19 (coronavirus), provincial governments initially mandated the closure of
nonessential businesses. Given the industry's nonessential status, industry operators have had to withstand a significant
reduction in consumer foot traffic. As industry operators have been permitted to reopen their doors over the past few
months, rules calling for social distancing and limited occupancy have continued to suppress consumer demand for industry
products.

Industry
Assistance

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

The Health Stores industry in Canada does not receive any direct assistance
from the Canadian government.

While tariffs are applicable to goods supplied by this industry, they have little effect at the retail level. Retail operators
purchase goods from importers and wholesalers after the tariff has been applied; thus, a change in the tariff rate of an item
not only determines where the item is purchased from but also alters the purchase prices. A decline in tariff rates will result
in falling purchase costs, which is typically passed onto the consumer, enabling retailers to remain price competitive. The
numerous free trade agreements that the federal government has implemented therefore provides indirect assistance to
industry operators that import or export their products.

The industry also receives indirect assistance from industry associations such as the Canadian Natural Product Association
and Consumer Health Products Canada. These organizations promote industry business interests by providing professional
networks, government lobbying services and education for operators to better serve the needs of their consumers.

In response to the spread of COVID-19 (coronavirus), the Government of Canada released a COVID-19 Economic
Response Plan to support Canadians and businesses enduring economic hardships due to the pandemic. The government
announced support for small businesses including new measures that help businesses stay open and keep their workers
employed. Included in these measures are expanding the Canada Emergency Business Account to businesses that paid
between $20,000 and $1.5 million in total payroll in 2019. The program was previously available to businesses with payrolls
between $50,000 and $1.0 million. Second, the government intends to premiere the Canada Emergency Commercial Rent
Assistance program for small businesses. The program is expected to provide loans to commercial property owners who in
turn will lower or forgo the rent of small businesses for the months of April, May and June. The government would have to
collaborate with provinces to introduce the program. Additional support is available for businesses including the Canada
Emergency Wage Subsidy (CEWS), which is a subsidy that generally covers 75.0% of an employee's wages, up to $847.00
per week. The program was in effect between March 15, 2020 and June 6, 2020.
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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)

Consumer
confidence

index (Index)
2011 2,815 752 6,574 5,851 11,945 N/A N/A 594 N/A 91.5
2012 2,907 817 6,568 5,821 12,648 N/A N/A 649 N/A 86.8
2013 3,074 849 6,869 6,133 13,371 N/A N/A 659 N/A 95.3
2014 3,231 912 7,394 6,708 14,319 N/A N/A 705 N/A 100.0
2015 3,520 978 7,787 7,094 15,330 N/A N/A 748 N/A 98.2
2016 4,089 1,072 7,945 7,258 16,254 N/A N/A 801 N/A 97.0
2017 4,263 1,109 8,431 7,637 16,882 N/A N/A 828 N/A 114
2018 4,376 1,143 8,880 8,061 17,499 N/A N/A 857 N/A 116
2019 4,448 1,168 8,978 8,170 17,908 N/A N/A 875 N/A 114
2020 3,688 894 9,019 8,242 16,272 N/A N/A 782 N/A 85.0
2021 4,045 1,089 9,584 8,743 17,517 N/A N/A 844 N/A 98.2
2022 4,262 1,141 10,009 9,125 18,344 N/A N/A 885 N/A 106
2023 4,401 1,174 10,360 9,447 18,931 N/A N/A 914 N/A 111
2024 4,500 1,198 10,695 9,758 19,397 N/A N/A 936 N/A 114
2025 4,573 1,215 10,988 10,034 19,776 N/A N/A 954 N/A 116

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

Consumer
confidence

index (%)
2011 -2.06 -3.16 -3.10 -3.33 -0.57 N/A N/A -3.84 N/A -6.45
2012 3.27 8.61 -0.10 -0.52 5.88 N/A N/A 9.40 N/A -5.14
2013 5.71 3.94 4.58 5.35 5.71 N/A N/A 1.43 N/A 9.79
2014 5.12 7.45 7.64 9.37 7.08 N/A N/A 7.04 N/A 4.93
2015 8.94 7.23 5.31 5.75 7.06 N/A N/A 6.05 N/A -1.80
2016 16.2 9.58 2.02 2.31 6.02 N/A N/A 7.16 N/A -1.23
2017 4.25 3.42 6.11 5.22 3.86 N/A N/A 3.30 N/A 17.7
2018 2.64 3.07 5.32 5.55 3.65 N/A N/A 3.45 N/A 1.57
2019 1.64 2.16 1.10 1.35 2.33 N/A N/A 2.20 N/A -2.07
2020 -17.1 -23.5 0.45 0.88 -9.14 N/A N/A -10.7 N/A -25.2
2021 9.67 21.8 6.26 6.07 7.65 N/A N/A 8.04 N/A 15.5
2022 5.36 4.76 4.43 4.36 4.72 N/A N/A 4.85 N/A 7.84
2023 3.25 2.91 3.50 3.52 3.19 N/A N/A 3.20 N/A 4.53
2024 2.24 1.99 3.23 3.29 2.46 N/A N/A 2.41 N/A 2.71
2025 1.63 1.41 2.73 2.82 1.95 N/A N/A 1.89 N/A 1.84

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2011 26.7 N/A N/A 236 21.1 1.82 49,694
2012 28.1 N/A N/A 230 22.3 1.93 51,344
2013 27.6 N/A N/A 230 21.4 1.95 49,263
2014 28.2 N/A N/A 226 21.8 1.94 49,242
2015 27.8 N/A N/A 230 21.2 1.97 48,780
2016 26.2 N/A N/A 252 19.6 2.05 49,305
2017 26.0 N/A N/A 253 19.4 2.00 49,040
2018 26.1 N/A N/A 250 19.6 1.97 48,946
2019 26.3 N/A N/A 248 19.7 1.99 48,883
2020 24.2 N/A N/A 227 21.2 1.80 48,027
2021 26.9 N/A N/A 231 20.9 1.83 48,205
2022 26.8 N/A N/A 232 20.8 1.83 48,266
2023 26.7 N/A N/A 232 20.8 1.83 48,270
2024 26.6 N/A N/A 232 20.8 1.81 48,250
2025 26.6 N/A N/A 231 20.9 1.80 48,220

Figures are inflation adjusted to 2020
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Additional Resources
Additional
Resources

Food, Health & Consumer Products of Canada
http://www.chpcanada.ca

Canadian Health Food Association
http://www.chfa.ca

Canadian Natural Products Association
http://www.cnpa-acpn.ca

Industry Jargon CONVALESCENT
A person recovering from an illness or operation.

DIETARY SUPPLEMENT
A product intended to provide missing or insufficient quantities of nutrients in a person's diet.

ORTHOPEDICS
A branch of medicine that deals with the prevention or correction of injuries or disorders of the skeletal system and
associated muscles, joints and ligaments.

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

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

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

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

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

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

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

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

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

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

INDUSTRY REVENUE
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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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