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INTRODUCTION

Foreword

RICHTER

Richter is pleased to present our 2024 sector study on the North American food sector. Building
on last year’s efforts, our focus remains on manufacturers, processers, wholesalers, and
distributors.

In contrast to past challenges, the current landscape now reflects several positive sector
developments. Despite some lingering effects of previous disruptions, businesses have an
optimistic outlook for the future.

This report, based on a quantitative survey of 125 owners and executives across a variety of
privately-held companies in North America, specifically examines some of the key challenges and
opportunities facing companies in the food industry. Some of these findings are shared across all
markets, while others are unique or more acute in specific product categories, value chain
segments and / or regions.

We are happy to share this report summarizing the key market trends and priorities alongside
some of the motivators, challenges, and experiences that drive the industry. We hope you will find
it informative and useful as you respond to the current market dynamics affecting all food sector
companies throughout North America.



INTRODUCTION

Methodology

Richter commissioned a double-blind survey of
executives throughout North America to gather
insights on the macroeconomic conditions, strategic
priorities, and challenges alongside how their
organizations were addressing growth, M&A, and
operating dynamics.

The owners and executives who patrticipated in the
survey represent a cross section of privately-held,

often owner- / founder-operated, small and medium-

sized enterprises (SMESs) in key segments of the
food sector.

Demographic details can be found in the

RICHTER

Richter asked 125 executives from private
companies in the food manufacturing,
distribution and wholesaling sectors to collect
insights on macroeconomic conditions,
growth projections, strategic priorities, deal
activities and operating environment
expected in the next 1-3 years.



INTRODUCTION: KEY FINDINGS

MARKET CONDITIONS OPERATING ENVIRONMENT STRATEGIC PLANNING MERGERS & ACQUISITION

Mixed Sentiment

on the economic conditions in
the last 12-18 months

Prior volatility and unpredictability

in economic conditions hindered

long-term investments and large
expansion plans

o

39%

anticipate growth in the
next 12-18 months

A positive outlook on growth and
inflation has reinforced confidence
in economic stability and reignited a
focus on profitable growth

RICHTER

12% > 48%

significantly more positively
impacted by the labour market
this year than last year

Salary expectations and onboarding
remain challenges despite broad
improvement in employee hiring,

training, and retention

o

Transportation
Costs & Availability

are the top concerns in the
next 1-3 years

Despite improvements across
sourcing, potential transportation
and increased operating costs have
highlighted a need for greater
supply chain resiliency

Revenue & Profit
Growth

are the top priorities for the
next 12-18 months

Respondents are strongly focused
on financial performance and
maintaining a profit-driven mindset

Most respondents seek

Organic Growth

to drive their growth ambition

Many respondents did not define
how they will grow revenues /
profits, indicating a need for
intentional growth planning

2%0

closed a deal in the
last 12-18 months

M&A activity has been low, with few
operators prioritizing M&A and even
fewer successfully closing deals

o E—

59%

intend to solicit buyers or
raise capital in the
next 12-18 months

Capital requirements have emerged
as a prominent strategic focus,
suggesting more optimistic and

active emphasis on growth
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MARKET CONDITIONS

Market Conditions | Historical Impact

There iS leed What has been the impact of economic conditions on your company over the past 12-18 months?
sentiment on the
. . 58% of businesses >$500M were 51% of businesses <$250M were

tively i ted b i itively i ted b i
mpact of economic conditons conditons

conditions

2% 28% 21% 42%

Notably, economic
conditions appeared to
more adversely affect

larger b u Sln C S S C S m Extremely Negative B Somewhat Negative Neutral ®Somewhat Positive ® Extremely Positive
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MARKET CONDITIONS

Market Conditions | Future Outlook

For which economic scenario are you planning over the next 12-18 months?

Only US respondents anticipate a

89% anticipate growth
recession / contraction scenario in

OV@I‘ the neXt 12_18 the next 12-18 months
£

months

31% plan for strong 156 2
ogrowth, up from 9%
the prior year

m Deep Recession mModest Contraction No Growth (i.e. Flat) Modest Growth  ® Strong Growth

RICHTER



MARKET CONDITIONS

Market Conditions | Spotlight on Inflation

How promptly can you adjust pricing in response to inflationary pressures?

CAN respondents were able to
respond to inflation more quickly
(30%) than US respondents (14%)

Most companies can |

adjust pricing in a R sis 2

timely manner;

however, 36%

anticip ate negative What impact do you anticipate inflation will have on your business in the next 12-18 months?
impacts from inflation et o 0 rav ngatve Mpacs

on their business in the

m Not Possible  m Slowly Within a Moderate Timeframe Quickly  mImmediately

|
m Extremely Negative ®m Somewhat Negative Neutral Somewhat Positive  ® Extremely Positive
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MARKET CONDITIONS

Market Conditions | Potential Threats

What do you consider to be the top 3 threats facing your company over the next 12-18 months?12

Prior Year % Change

MarkCt COIlditiOIlS Market Conditions (in my sector) L7 A 6%
and COmp etition are Market Conditions (global economy) L7 A 5%
the top threats

concerning executives T 4 3%

4N V3%

Labour and supply TN 430

’

° The threats have evolved
chain concerns have -
labour, consumer demand
receded compared t
CCC e CO pa e O and materials availability
ranking notably lower
last year o o Y v = . )
Notes: [1] One respondent mentioned environmental concerns to be a top threat for their company. [2] Grey arrows denote percentage changes (prior year) of less than 2%. 4=, Prior year “Top 3’
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STRATEGIC PRIORITIES

Strategic Priorities | Areas of Focus

Thinking about your strategic priorities, what are your top 3 areas of focus??

Revenue ngWth and 4 Revenue Growth Yl A 4%
operational efficiency ~ Operational Effciency B v
Contlnue tO be the top Capital Liquidity Requirements A?%

7N A 3%

areas of strategic focus

. - 0% hLD
Cap1tg1 liquidity is
cmerging as a greater
pinl’itY thiS year 2% KA

Note: [1] Grey arrows denote percentage changes (prior year) of less than 2%. 4=, Prior year “Top 3’

RICHTER 12



STRATEGIC PRIORITIES

Strategic Priorities | Revenue & Protfit Growth

How important is revenue growth for your company over the next 1-3 years?

1%

/— 2%

Companies want 13

prOfitable growth m Extremely Unimportant  ® Somewhat Unimportant Neutral Somewhat Important ~ ® Extremely Important
b]

focused on both top

line and margin

How important is profitability growth for your company over the next 1-3 years?

expansion 2%
m Extremely Unimportant  ® Somewhat Unimportant Neutral Somewhat Important ~ ® Extremely Important

RICHTER
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STRATEGIC PRIORITIES

Strategic Priorities | Growth Opportunities

What are the top 3 growth opportunities for your company over the next 12-18 months??!

tr d t Undefined arowth # Enhance revenue growth | 220
Most respondents Enhance profit growth N 20
(7 1 O/O) alm to grow 4 Improve operational efficiencies | GGG 5
1
[ ) [ ]
their businesses ~ —
R _ Respondents with operations
only in the middle value chain
O rg anl C ally -« ] areyr:lore focljsed \c/m l:evem;e
growth and operational
_ ™, efficiencies, while those with
retail operations prioritize
- g vertical integration
[ |

However, not all have
defined clear ways to

More US respondents want to grow organically

How will your company grow? (849%) than CAN respondents (63%)
drive grow th Organic Growth IR 716
Note: [1] Undefined revenue and profit growth (broadly “enhance”) were added as options in the current year survey. 4= Prior year “Top 3"

RICHTER 14



STRATEGIC PRIORITIES

Strategic Priorities | Challenges tor Growth

What are the biggest barriers / challenges to growth??

Prior Year % Change

Despite the positive
economic outlook,

cconomic
o ° Al1%
uncertainties and Operators perceiv labour
. . - V 16% Sionficanty less of a barter

market conditions ™ fchallenge o growth than n

: V21% p
remain tOp concerns

V 10%
for growth
A5%

Note: [1] Respondents were able to select multiple barriers / challenges to growth. 4 Prior year “Top 3"

RICHTER 15
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DEALS ENVIRONMENT

Deals Environment | Mergers & Acquisitions

O~ O~

Have you discussed a merger or acquisition in the past 12-18 months?

Only 14% of respondents - -
discussed M&A, down

. 27% of respondents discussed a merger or
from 270/0 the prlor year acquisition in the prior year é

Did you successfully close a deal? Of the 14%. ..

A similar proportion of
respondents closed deals
(this year and last)

100% of respondents who successfully
closed a deal had revenues >$500M |’

If not, why? Of the 83%...

All closed deals were Negotiation Process - || R -
Completed by 1arge LA UAS _ 20 EG We found that the process was complex

and time-consuming, causing delays and

Comp anics Price _ 27% ultimately hindering the success of the deal.

US Meat Company, Distribution and Wholesale

RICHTER 17



DEALS ENVIRONMENT

Deals Environment | Potential Targets

Projected deal activity
is low; only 20%
expect to be involved
in an acquisition in
the next 12-18 months

RICHTER

Do you expect to be involved in an acquisition in the next 12-18 months? O= O~

All Respondents

20% 80%

M&A as Top Growth Priority (n=11)

91% 9%

Of the 20%... |

Which type of organization would you most
likely seek to buy?

Smaller Organization _ 69%
Equal-Sized Organization - 23%

Larger Organization I 8%

O

Why would a company be an attractive
acquisition target?

New Capabilities 50%

Capital Expansion 50%
Product Expansion || IGTNEGEEGEGEGEGE 46%
Brand Positioning | EGTGTNGEGEGEG 2%
Channel Penetration || NEGzgGEE 35%
Incremental Financials || I 338%
customer List [ NG 35%
Competitive Implications || NG 27%

18



DEALS ENVIRONMENT

Deals Environment | Capital Raise

Do you intend to solicit buyers or other investors / capital for your business in the next 12-18 months?

All Respondents Capital requirements as challenge to growth (n=54)
74% 26%
0 . ° ° 78% of US respondents intend to Only 48% of this subset intended to
solicit buyers or raise capital for their raise capital in the prior year,
5 8 /0 ln te n d tO S O 11 Cl t businesses, compared to 46% of indicating a more proactive approach
CAN respondents to address current challenges

buyers or other
investors in the next

H - . . i ’)
1 2— l 8 months’ up from To which type of organization would you seek to sell or raise external capital*
Yo ] i =zation |
28 /0 1n the pfl()f year Larger Organization 570
private Equity |, :o-:
Equal-Sized Organization [} 6%

13% of respondents sought to raise external capital
I 1% through debt lenders in the prior year, indicating a
greater preference for equity financing this year

O« O

Debt Lenders

RICHTER
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OPERATING ENVIRONMENT

Labour Market| Historical Impact

The labour market has
significantly
improved

48% indicate a
positive labour

impact, up from 12%
in the prior year

RICHTER

How has the labour market impacted your ability to run a profitable business?

Only businesses with 501+ employees
found the labour market impacted their
ability to run a profitable business
extremely negatively

-

2% 22% 28%

m Extremely Negative ® Somewhat Negative Neutral

45%

Somewhat Positive  m Extremely Positive
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OPERATING ENVIRONMENT

Labour Market| Current State

Most executives have
found it easier than in
the prior year to
attract, train, and
retain talent

RICHTER

How easily can you attract talent to operate your business?

1% 22% 22% 54%

How easily can you train talent to operate your business?

10% 22% 60%

How easy can you retain talent to operate your business?

2% 18% 41%

m Very Difficult ® Somewhat Difficult No Change Somewhat Easy

37%

m Very Easy

22



OPERATING ENVIRONMENT

Labour Market| Future Outlook

What are your top 3 labour challenges in the next 1-3 years??!

CAN respondents are more concerned with
retention, while US respondents find

Despite labour market i o0 e atonghg
improvement, salary N Hiing: Wage / Salary Expectations
expectations and new
hire training are the

top labour challenges N T A Ty

22%

Onboarding: New Hire Training

19%

16%

16%

Hiring: Candidate Skills & Capabilities

Retention 1s much less
of a concern than in
the prior year N

Note: [1] Respondents were required to select a single challenge in the prior year survey. 4 Prior year “Top 3"

RICHTER 23



OPERATING ENVIRONMENT

Supply Chain | Historical Impact

How have supply chain conditions impacted your business over the past 12-18 months?

61% of CAN respondents were positively

Supply chain
impacted by supply chain conditions

C OﬁditiO ﬁ S haVC compared to 37% in US
improved significantly '

1% 10% 38% 50% 1°/I

51% reported positive
impacts, up from 10%
in the prior year

m Extremely Negative ®Somewhat Negative Neutral Somewhat Positive  m Extremely Positive

RICHTER 24



OPERATING ENVIRONMENT

Supply Chain | Future Outlook

What are your top 3 supply chain challenges over the next 1-3 years??

Transportation issues —
. ransportation Costs
remain the tOp Transportation Availability 18% WYL
f() fWﬂfd—lO O klﬁg Timeliness / Reliability of Suppliers
concerm 12% WD

« VON V5%
Product sourcing ~ 139 A

challenges have

. 3 ° [ ]
significantly improved o -
G E [Due to the Red Sea shipping crisis] several aggregate measures of container shipping costs are now two-and-a-half
: to three times of their early December [2023] levels. Prices along routes that typically go through the Suez Canal —
from the prlor ye ar particularly from Asia to Europe — have surged nearly five-fold. Costs from China to US have also more than doubled.
Senior Economist, J.P. Morgan

Note: [1] Grey arrows denote percentage changes (prior year) of less than 2%. 4=, Prior year “Top 3’

RICHTER 25



OPERATING ENVIRONMENT

Supply Chain | Future Outlook

Do you expect to change your supply chain infrastructure in the next 1-3 years? O Qn
A miﬁOIity Of 22% 78%
respondents intend to ¢
Change Supply Chaln If yes, how? Of the 22%...
infrastructure in the Technology / Systems Upgrades |

next 1-3 years

Of those that do, 57%

are focused on | | .
. G G We pl_an to integrate techr_lologles '_[hat provide real-time
technology S OlU.thIlS visibility to our supply chain, enabling us to make

informed decisions quickly and stay competitive.

US Produce Company, Processing, Distribution and Wholesale

RICHTER 26



OPERATING ENVIRONMENT

Operating Model

Operators prioritize
technology
investments as well as
broader efficiencies
and cost reduction

They also emphasize
continuous workforce
development and
customer centricity

RICHTER

How are you changing your operating model (people / process / technology) in response to
current sector challenges and to run a profitable business?

Investments in New Technology | 5196
Efficiency and Cost Reduction [ | NEGEGTGTNGEGEGEEEEEEEEEEEEEEEEEEEE
Training and Workforce Development || EEGTNGEGEEEEEEEEE 0
Adapting Offerings to Consumer Needs || ENEGT<TNGEINNEGEEEEEEEE 15

G Investing in high-quality machinery and equipment E G By automating sorting, packing, and loading functions,
for our operating processes, which will boost our warehouse operations can be simplified, labour costs can
processing and reduce malfunctions and downtime. be reduced, and overall efficiency can be enhanced.

CAN Meat Company, Processing & Distribution CAN Produce Company, Processing & Distribution
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APPENDIX
Respondent Demographics | General Overview

GEOGRAPHIC LOCATION REVENUE & HEADCOUNT ROLES & RESPONSIBILITIES

Where is your organization located? What best describes your title at your
organization?

What is your company’s annual revenue based on the most recent fiscal year?

$500M+

$251M - $500M $51M - $100M
14% 16%

Canada

$101M - $250M

27% CEO/

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

|

: Founder /
| Partner /
: Owner
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|
|

What is your company’s headcount based on the most recent fiscal year? 31%

Senior Level (e.g.
Director, VP, SVP,
EVP, other CxO)
69%

<50
2%

101 - 250
21%

United
States

251 - 500
18%

RICHTER 29



APPENDIX

Respondent Demographics | Business Overview

BUSINESS MODEL

What business activities does your organization participate in?

Processing & Manufacturing 86%

Distribution 85%

Wholesale 51%

, I

Retail 9%

Although these segments of
the value chain were not
specifically targeted, some
204 — respondents within the middle-
value chain group groups had
a small portion of operations in
retail, agriculture and trading.

Agriculture

Trading 2%

|
(

RICHTER

What are the key elements of your business model?

Branded

White Label

62%

15%

Further Processing 2%

30



APPENDIX

Respondent Demographics | Product Overview

Which type of food product is the most important focus of your business??

Bulk Goods /
Commodities

15%
Seafood
15%

Produce
33%

Meat
37%
Poultry 14%
Beef 12%
Pork [ o
Lamb [ 2%
Fruits

vegetables | 7
Rice & Grains |G 127
Nuts & Seeds [ 3%

seafood | 5%

Note: [1] 120 respondents answered this question.

RICHTER

PRODUCT CATEGORY

19%

What products are part of your business? [Includes primary product]

Bulk Goods /
Commodities

) 3%
Baked Goods &
Produce Confectionary
24% Dairy 5o,
3%

Poultry

Pork

Beef

Lamb
Vegetables
Fruits

Frozen Food
Rice & Grains
Nuts & Seeds
Spices
Seafood
Beverages
Dairy

Baked Goods & Confectionary

Frozen Food

4%
Seafood
6%
Beverages

15%

Meat
33%

30%

I 2596
I 2590
I 14%
I 34%
I 352

I 18%
. 17%
I 9%
I 18%
I 0%

7%

7%

39%
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Whether business, personal, or both,
we always have the owners’ best interests in mind

Richter Consulting : Owners IF?mﬂ};S Richter Family Office
nterests nteres

YOUR BESPOKE FAMILY
OFFICE SOLUTION

DESIGN
- Situational Assessment
- Goals and Objectives

- Tailored Solutions

CREATE LONG-TERM VALUE

BUSINESS STRATEGY

- Owner Objectives

- Business Planning

Growth Strategy and Acquisitions
Business and Leadership Succession

= Bt OUR METHODOLOGY
- IMPLEMENT

- Capital Structure Optimization
i arfna;ézﬁg:ta:n%zﬂgce Plans Strategic meetings to ensure family and business SUPPORT
_ Operational Efficiencies priorities are aligned and moving forward. - g::% - Estate Planning
- i i - - Philanthropy

Restructuring of Underperforming Segments _ ggg - Risk Management
BUSINESS FOUNDATION : : al.‘ld Cy_bers_.ecurity
- Financial Reporting - Audit/Assurance Private Investment - Financial Literacy
- Internal Controls and Real Estate - Insurance Advisory

- Tax Optimization

Risk Assessment

Tax Optimization Entrepreneurial Journey

Human Capital Management

ENTREPRENEURIAL STAGE DIVERSIFICATION STAGE WEALTH CREATION STAGE WEALTH TRANSITION STAGE



Richter is a Business | Family Office providing
strategic advice on business matters and on

families’ financial objectives across generations.

Driven to help business owners build long-
lasting legacies, we bridge the gap between
family and business interests. Each demands a
particular way of thinking, and the way we
integrate these two areas ensures
entrepreneurial success.

Richter is uniquely positioned to advise some
of the most successful entrepreneurs, private
clients, business owners and business families,
helping them shape their legacy for the future.

RICHTLCR

BUSINESS ' FAMILY OFFICE

Contact Information

MICHAEL BLACK
Partner, Business Advisory
MBlack@richterconsulting.com

Report Contributors

MICHAEL BLACK
Partner, Business Advisory
MBlack@richterconsulting.com

GARRETT BANGSBOLL
Vice President, Business Advisory
GBangsboll@richterconsulting.com

DANISH KHAN
Senior Manager, Business Advisory
DKhan@richter.ca

HANNA QIAN
Manager, Business Advisory
HQian@richterconsulting.com
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BUSINESS ADVISORY | FAMILY OFFICE SERVICES

TORONTO
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Bay Wellington Tower
Toronto ON M5J 2T3
T 416.488.2345

MONTREAL
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Richter Tower
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