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Restaurant Industry Forecast: 2015-2019
Executive Summary

Highlights

The recession in Alberta
and weak demand in
Quebec will restrain total
commercial foodservice
sales growth to 4.5% in
2015 following a 5.5%
increase in 2014.

Total commercial
foodservice sales will
expand to a record $60
billion in 2015.

Greater economic growth
and rising disposable
income will boost sales by
an additional 3.8% in 2016.

Over the next five years,
rising wealth and increased
population will make British
Columbia and Ontario the
fastest-growing provinces
in terms of foodservice
sales.

An aging population and
decline in restaurants and

bars will make Quebec the
slowest-growing province
over the next five years.

Menu prices are projected
to climb by 2.8% in 2015,
but will moderate slightly to
2.5% in 2016.
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Much has changed since the
publication of last year’s
Restaurant Industry Forecast.
The dramatic decline in oil
prices and a slower-than-
expected recovery in the
United States economy pushed
Canada’s economy into a
recession in the first half of
2015. This will have short-
and long-term implication for
Canada’s restaurant industry.

In particular, the Conference
Board of Canada has lowered
its five-year outlook for
disposable income and real
GDP growth. As a result,
commercial foodservice sales
in Canada are forecast to grow
by an average of 3.7% over
the next five years versus 4%
in last year’s forecast.

In 2015, total commercial
sales will expand by 4.5% to
$60 billion. This follows a
5.5% increase in 2014.

In 2016, growth will slow to
3.8% as demand at
restaurants moderates to a
more sustainable pace.

Adjusted for menu inflation,
real sales will average 1.2%
growth per year between 2015
and 20109.

The growth in foodservice
sales will lift the foodservice
share of the total food dollar
from 38.6% in 2015 to 39.3%
in 2019.

At the provincial level, British
Columbia and Manitoba will
lead the country in 2016 with
commercial foodservice sales
climbing by 4.3%.

British Columbia will lead the
country in growth over the
next five years due to strong
economic growth and a
growing population.

Following several years of
strong gains, sales in
Saskatchewan will moderate to
4.0% growth in 2016.

The $25-billion shipbuilding
contract will lead to healthy
economic growth in Nova
Scotia, boosting sales by 4.0%
in 2016.

Commercial Foodservice Sales in Canada
Year-over-Year Nominal Change

2014 2015p 2016f 2017f 2018f 2019f
Quick-service restaurants 5.6% 5.9% 4.1% 3.3% 3.7% 3.5%
Full-service restaurants 5.8% 4.0% 3.9% 3.5% 3.8% 3.3%
Caterers 6.3% 4.4% 3.8% 3.5% 3.7% 4.1%
Drinking Places -0.4% -4.3% -1.5% 0.8% 1.0% 1.5%
Total Sales 5.5% 4.5% 3.8% 3.3% 3.7% 3.4%




Although Ontario’s restaurant industry will
moderate in 2016 following several years of
strong growth, it will boast the second-fastest
growth over the next five years due to a
growing population and rising income.

Alberta’s restaurant industry will still feel the
effects of low oil prices as foodservice sales
grow by a modest 3.7% in 2016. Thisis a
marked slowdown from the 6.8% average
annual growth between 2011 and 2014.

Foodservice sales on Prince Edward Island will
moderate to 3.6% growth in 2016 following a

robust 6.2% increase in 2015.

Weak consumer demand will limit total
foodservice sales in New Brunswick to 3.5%
growth in 2016.

A decline in units and aging population will
make Quebec the slowest-growing province
over the next five years.

Newfoundland & Labrador will post the weakest
growth in 2016 as sales advance by a tepid
1.8%. This is due to a decline in economic
activity and moderation in caterer sales.

2016 Nominal Change in Annual Sales by
Segment

Quick-service restaurants 4.1%

Full-service restaurants 3.9%
Caterers 3.8%
Total Sales
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2015-2019 Average Annual Nominal Change in
Sales by Segment
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National Restaurant Industry Forecast

Despite a recession in the first half of the year,
Canada’s commercial foodservice industry will

expand by a solid by 4.5% in 2015 following a
5.5% increase in 2014.

Due to stronger-than-expected demand in
Ontario and British Columbia, foodservice sales
grew at a slightly faster pace than originally
forecast. In last year's Restaurant Industry
Forecast, commercial foodservice sales were
projected to grow by 4.9% in 2014 and by

4.0% in 2015.

Overall, commercial foodservice sales will
surpass the $60-billion mark in 2015.
Including non-commercial foodservice, total
industry sales will climb to nearly $75 billion.

Menu prices are forecast to rise by 2.8% in
2015 due to higher costs for food, labour and
rent. As a result, real sales will expand by
1.7% in 2015 — the slowest growth since 2011.

Commercial foodservice sales will once again be
driven by healthy gains in British Columbia and
Ontario in 2015. This is due to higher
disposable income; the wealth effect from rising
housing valuations; and population growth.

In contrast, the recession in Alberta and weak
consumer demand in Quebec will result in
lacklustre growth in those provinces.

Looking ahead, commercial foodservice sales
will climb by an additional 3.8% in 2016 to
$62.5 billion. While restaurants and caterers
will post solid gains, sales at drinking places are
forecast to decline for the eighth consecutive
year.

Between 2017 and 2019, commercial
foodservice sales will grow an average of 3.5%
per year. This is a moderate slowdown from
the long-run average of 4% annual growth over
the past two decades, and reflects a
moderation in economic activity due to slower
labour market growth. In addition, disposable
income is forecast to moderate over the
forecast horizon, which will restrain consumer

spending at restaurants.

By 2019, commercial foodservice sales will rise
to nearly $70 billion — a $10 billion increase
over 2015.

Commercial Foodservice Sales Forecast
(in billions)
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Overall, the foodservice share of the total food
dollar® will steadily increase from 38.4% in
2014 to 39.3% by 2019. Despite the
moderation in restaurant spending, commercial
foodservice sales will continue to outpace
growth in the retail food sector.

During this time, retail food and grocery sales
will rise from $119 billion in 2015 to $133
billion in 2019. Demand for home meal
replacements and pre-cooked meals at grocery
stores will remain a significant challenge for the
restaurant industry. But strong competition
between traditional grocery retailers and big
box stores will restrain food prices, holding
back overall growth.

Over the next five years, commercial
foodservice sales will grow an average of 1.2%
per year once adjusted for menu inflation. This
is in line with overall population growth.
Nevertheless, there are a number of upside and
downside risks. A weaker recovery in the
global economy, high household debt and a
significant correction in the housing market
would result in lower sales in the near term.

Conversely, a stronger global economy and

menu innovation would result in more people

dining out, leading to stronger-than-expected

foodservice sales growth.

Foodservice Share of the Total Food Dollar
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1 Total food dollar includes food and beverage sales at

grocery, department, liguor and convenience stores.

Includes commercial and non-commercial foodservice

spending by consumers, tourists, businesses and

government. The above chart assumes average annual

growth of 3.5% for non-commercial foodservice sales.

Commercial Foodservice Sales Forecast

(year-over-year real change)
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Quick-service Restaurants

Quick-service restaurants will lead all segments
with a healthy 5.9% jump in revenue in 2015.
This will bring total annual sales to a record
$26.8 billion. Sales are driven by healthy
consumer demand and a 2.1% increase in the
number of units following virtually no growth in

2014.

In recent years, quick-service restaurants have
reported strong sales as consumers demand
convenience and affordability. At the same
time, average check sizes have increased faster
at quick-service restaurants (+14% between
2009 and 2014) compared to full-service
restaurants (+11%). While some of this is due
to rising menu prices, consumers are also
spending more when they dine out.

Consumer demand remains strong across most
of the country. Healthy spending will make
British Columbia and Ontario among the
fastest-growing provinces in 2015. Even with
the recession, sales at quick-service
restaurants in Alberta will post solid gains as
consumers shift their spending from full-service

restaurants.

Following two years of year-over-year gains
above 5%, sales at quick-service restaurants
will moderate to 4.1% growth in 2016.
Consumer demand will remain strong in Ontario

and Western Canada.

Between 2017 and 2019, sales at quick-service
restaurants will grow an average of 3.5% per
year. The breakfast category will remain
strong, but consumers looking for convenience
and innovation will boost traffic for lunch,

supper and snhacks.

Between 2015 and 2019, sales at quick-service
restaurants will grow an average of 4.1% per
year. This is slightly slower than the average
4.7% growth per year between 2010 and 2014.

Adjusted for menu inflation, real sales will grow
an average of 1.7% over the next five years —
the fastest growth of any segment.

Quick-service Restaurant Sales

(year-over-year nominal change)
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Full-service Restaurants

Strong gains across most of Canada lifted total
sales at full-service restaurants by a robust
5.2% in 2013 and 5.8% in 2014. The recession
in Alberta and weak spending in Quebec will
limit overall growth to 4.0% in 2015, but full-
service restaurants will reach a record $26
billion.

Sales will be driven by strong gains in Ontario
and British Columbia. Rising housing valuations
have created a wealth effect that has boosted
sales in both provinces.

In contrast, a decline in independent units and
an aging population will make Quebec the only
province where full-service sales will fall in
2015. Although Alberta’s economy is
struggling, sales are forecast to post modest
gains following several years of strong demand.

Even though sales have increased, most of the
growth is due to higher menu prices and unit
expansion. Per capita full-service restaurant
sales remain below pre-recession levels and will
remain relatively flat over the next few years.

In 2016, full-service restaurants are forecast to
grow by 3.9%. While spending is expected to
improve in Quebec and Alberta, a moderation in
demand in Ontario and British Columbia will
limit total sales growth.

Over the next five years, sales at full-service
restaurants will continue to grow at a steady
pace of 3.7% per year. This compares to an
annual average growth rate of 4.0% between
2010 and 2014. The slower pace reflects a
moderation in disposable income compared to
last year’s forecast.

Adjusted for menu inflation, real sales will
increase by 1.2% per year between 2015 and
2019. This is in line with overall population
growth.

Most of the gains will be in provinces with high
disposable income and a growing population.
As a result, Ontario and Western Canada will
post the strongest sales growth.

Full-service Restaurant Sales

(year-over-year nominal change)
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Caterers

In recent years, caterers have posted solid
gains at foodservice facilities in the health care
sector; at education institutions; and at remote
camps servicing the natural resource industries.
In fact, caterers led all segments with a robust
31% jump in revenue between 2009 and 2014.

While the recession led to a significant pullback
in caterer revenue in Alberta, total caterer sales
will still advance by 4.4% to more than

$5 billion in 2015. Growth will be propelled by
double-digit gains in Newfoundland & Labrador,
Manitoba and Saskatchewan due to a surge in
locations. Ontario and Quebec will also post
healthy gains.

Caterer sales will grow by an additional 3.8% in
2016 as an aging population leads to higher
demand for foodservice in hospitals, long-term
care facilities and retirement homes. A
rebound in economic growth in Alberta will also
lead to higher caterer revenues.

Caterer Sales

(year-over-year nominal change)

Growth in the caterer segment has largely been
tied to performance in the natural resource
industry. Although oil prices will struggle over
the near term, growth in mining will continue to
boost caterer revenues. In addition, increased
contracting and rising menu prices will boost
caterer revenues by an average of 3.8%
between 2017 and 2019.

Overall, caterers will grow an average of 3.9%
per year between 2015 and 2019. Adjusted for
menu inflation, real sales will grow by a healthy
1.4%.
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Drinking Places

Following a 0.4% decline in 2014, sales at
drinking places were forecast to grow by 1.0%
in 2015 according to last year’'s Restaurant
Industry Forecast. Instead, sales for 2015 are
revised to decline by 4.3%. This is due to an
unexpected double-digit drop in sales in Quebec
combined with a sharp reduction in spending in
Ontario and Alberta. Sales in British Columbia
will be flat in 2015 following healthy gains in
2014.

Since 2004, sales at drinking places have
plummeted by a staggering 20% compared to a
56% increase in the rest of the commercial

foodservice industry.

Several factors led to the decline in sales.
Alcohol prices at drinking places have grown at
a much faster pace than at retail stores.
Between 2004 and 2015, alcohol prices at
drinking places have jumped by 28% compared
to a 12% increase at the retail level. This has
led to a shift by consumers away from drinking

places.

Second, an aging population and consumers
looking for healthier options have led to a
steady reduction in sales at drinking places.

Finally, stricter drinking-and-driving legislation
in many parts of the country has created an
added degree of caution.

As a result, the number of drinking places has
tumbled from 8,882 in 2004 to just 5,400 in
2014. According to Restaurants Canada’s
econometric model of the drinking place sector,
the drop in units is the most significant factor

leading to lower sales.

Looking ahead, sales at drinking places will
grow an average of just 0.5% per year between
2016 and 2019. With the number of drinking
place closures expected to subside, sales will
see modest gains. Nevertheless, spending at
drinking places will lag all other foodservice
segments due to the aforementioned factors of
price, aging population and drinking-and-
driving legislation.

Drinking Place Sales

(year-over-year nominal change)
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Newfoundland & Labrador

After posting robust real GDP growth of 7.3% in
2013, Newfoundland & Labrador’s economy has
struggled. In 2014, economic activity fell by
2.9%. A sharp drop in commodity prices will
lead to flat economic activity and lower retail
spending in 2015. The weak performance will
carry forward into 2016 as real GDP falls by
1.6%.

The biggest challenge facing the economy is the
decline in energy and non-energy exports as a
result of lower commodity prices. The drop in
exports, combined with lower capital
investment and a decrease in construction
activity, will lower employment. With fewer
people working, retail sales are projected to slip
by 0.5% in 2015.

While most provinces will see a steady decline
in the unemployment rate, the weak economic
climate will raise Newfoundland’s
unemployment rate from 11.9% in 2014 to
12.4% in 2015 and 13.0% in 2016.

Despite the weak economy, foodservice sales
have bucked the trend with higher spending in
2015. In fact, Newfoundland will lead the
country with a 9.4% jump in spending. As a

result, commercial foodservice sales will expand
to nearly $920 million.

Total foodservice sales are being driven by
robust gains in the caterer segment where
revenues will skyrocket by more than 40% on a
year-over-year basis. This is due to new units.
Drinking places will also post solid gains
(+10%). Sales at full-service restaurants will
rebound in 2015 following modest gains in
2014.

Although Newfoundland’s restaurant industry
has outpaced the economy in recent years,
sales are forecast to moderate to a more
sustainable pace over the next four years with
average annual growth of 2.7%.

One of the biggest challenges facing the
province is the decline in population. Between
2015 and 2020, Newfoundland’s population will
decrease from 523,000 to 513,400, due to an
aging population and out-migration. According
to Statistics Canada, Newfoundland will be the
only province with a lower population over the
next 15 years. This will restrain spending on
foodservice over the long term.

Newfoundland and Labrador

(year-over-year nominal change)
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Prince Edward Island

Prince Edward Island’s commercial restaurant
industry is forecast to climb by a robust 6.1%
to $217 million in 2015. This is the province’s
strongest increase in more than 16 years.
Growth will be led by double-digit gains at
quick-service restaurants. In contrast, sales at
full-service restaurants will struggle for the
second consecutive year.

The increase in foodservice sales is being
driven by a stronger economy. Prince Edward
Island’s real GDP is projected to climb by 2.4%
in 2015 as a low Canadian dollar will boost the
province’s exports and tourism industry.

Despite the increase in economic activity, job
creation has stalled with only modest growth
expected in 2015. As a result, consumers will
hold back on spending at retail stores, which
will see a tepid 0.6% increase.

In 2016, Prince Edward Island’s economy will
moderate slightly to 1.9% growth. The
momentum of 2015, however, will help spur job
creation and boost employment by 0.9% -- the
strongest growth in Atlantic Canada.

Prince Edward Island

(year-over-year nominal change)

The gains in employment will boost retail sales
by a robust 3.8% -- a pace that matches the
national average for 2016.

The combination of increased tourism and
stronger domestic demand will lift total
foodservice sales by 3.6% due to solid gains at
restaurants.

Over the next four years, total commercial
sales will grow by an average of 2.8% a year.
This forecast is relatively unchanged from last
year’s report. Due to the low Canadian dollar,
a stronger-than-expected increase in the
number of domestic and international visitors
could result in stronger foodservice sales
growth.
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Nova Scotia

Between 2009 and 2013, weak economic
activity held average annual commercial
foodservice sales in Nova Scotia to a lacklustre
1.9% growth. A rebound in restaurant
spending, however, lifted sales in 2014 by
5.5%. In 2015, annual sales will grow by an
additional 5.8% to a record $1.48 billion.

Despite the strong headline growth in sales,
spending is mixed at the segment level. Full-
service restaurants will lead all segments with
double-digit gains, but most of this is driven by
an increase in units. In contrast, sales at
quick-service restaurants and caterers will post
fairly weak gains. Revenues at drinking places
will decline due to lower consumer demand and
a decrease in units.

Overall, Nova Scotia’s economy is projected to
moderate from 1.6% growth in 2014 to 1.3% in
2015. This is due to a slowdown in government
spending and a weak energy sector. The
economy will get help from the $25-billion ship-
building contract, which will spur manufacturing
activity and job creation. In fact, employment
is forecast to climb in Nova Scotia for the first
time in two years.

Nova Scotia
(year-over-year nominal change)
7% -

Growth in manufacturing and the services
sector will boost Nova Scotia’s real GDP by a
healthy 2.5% in 2016, making it one of the
fastest-growing economies in the country.

Rising employment will help boost consumer
spending. Retail sales are forecast to climb by
a healthy 4.1% in 2016 following a 1.6%
decline in 2015.

A stronger economy, higher consumer spending
and healthy job creation will lift total
foodservice sales by an additional 4.0% in
2016. While sales will moderate at full-service
restaurants, this will be offset by a rebound at
quick-service restaurants and caterers.

Following several years of strong gains, a
moderation in economic activity will restrain
total foodservice sales to 1.2% growth in 2017.

Between 2017 and 2019, foodservice sales will
grow by an average of just 2.0% due to
sluggish population growth.
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New Brunswick

Rising sales at restaurants and caterers will
boost foodservice sales in New Brunswick by
4.1% in 2015. This represents the province’s
strongest increase since 2009.

Foodservice spending is being driven by
improved economic activity. New Brunswick’s
real GDP is projected to grow by 1.4% in 2015
following an average annual decline of 0.2%
between 2011 and 2014.

A weak Canadian dollar and stronger U.S.
economy will spur growth in the forestry,
manufacturing and mining sectors.
Construction activity continues to stumble due
to lower housing starts. Finally, significant
provincial government deficits will lead to
budget cuts and tax hikes that will weigh on
consumer spending.

One of the biggest obstacles facing the
economy and restaurant industry is anemic job
creation. Total employment in New Brunswick
is forecast to climb by just 0.2% in 2015 and
remains 1.8% below pre-recession levels.

As a result, consumer spending will expand by
just 1.1% in 2015 compared to the national
average of 2.2% growth.

In 2016, economic prospects will improve as
New Brunswick’s real GDP grows by a solid

2.0%.

A low Canadian dollar will boost

manufacturing and exports. Mining and

forestry will also improve following three years

of declines.

Nevertheless, total employment in the province
will grow by a tepid 0.3% as gains in private-
sector employment are offset by a decrease in

public sector payrolls.

The increase in real GDP will be enough to

support a 3.5% increase in commercial

foodservice sales in 2016 with solid gains at

restaurants and caterers.

Between 2017 and 2019, foodservice sales will

grow an average of 2.4% per year as weak

population and job growth restrain spending.

Although the outlook for New Brunswick is

below the national average, it still is a
significant improvement from relatively flat
sales in the province between 2005 and 2013.
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Quebec

Although Quebec’s economy has steadily
improved since the recession, the restaurant
industry continues to struggle. Commercial
foodservice sales in Quebec are projected to
grow by a disappointing 0.8% in 2015. This is
the weakest growth in the country for the
second consecutive year.

While caterers are one of the few bright spots
as revenue expands by nearly 4.0%, this
comes on the heels of a flat performance in
2014. Quick-service restaurants will also post
gains, but will be among the slowest in the
country. The biggest challenge in Quebec is
declining sales at full-service restaurants and a
double-digit drop in drinking place sales that
are pulling down overall sales. Since 2009,
sales at drinking places have tumbled by a
staggering 36% due to a decline in units and
weak customer demand.

In 2016, a weak Canadian dollar and a stronger
U.S. economy will boost exports. This will lift
Quebec’s real GDP by 2.0% -- on par with the
national average. An increase in employment
will raise retail sales by 3.7%, which will be the
strongest growth since 2010.

A stronger economy and job creation will boost
foodservice sales by 3.2% to $11 billion. Full-
and quick-service restaurants will see improved
gains but sales will remain weak at drinking
places due to an aging population.

Despite the increase in foodservice spending in
2016, there are two significant overarching
trends that will restrain growth in Quebec.

First, while the rest of Canada has posted solid
increases in the number of commercial units,
Quebec has been stagnant as an increase in the
number of chain establishments is being offset
by a decline in independent units.

Second, while many parts of the country will
see a steady increase in population, the
number of 15-to 64-year olds has plateaued in
Quebec and will slowly decrease in the years
ahead. This will restrain foodservice sales
growth.

As a result of the above trends, total
foodservice sales will grow an average of 3.0%
per year between 2017 and 2019. This
compares to the national average of 3.5%.
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Ontario

For the second consecutive year, Ontario will
boast amongst the fastest-growing foodservice
sales in the country. The restaurant industry
has benefited from strong consumer spending,
rising disposable income and a growing
population.

Commercial foodservice sales in Ontario are
projected to climb by 5.4% in 2015 to a record
$23.5 billion. An increase in the number of
full- and quick-service restaurants and strong
domestic spending growth remain the main
drivers of foodservice sales. Caterers continue
to report solid gains following robust demand in
2014. Sales at drinking places, however, will
see double-digit declines due to unit closures
and fewer customers.

The restaurant industry has outpaced the
economy and retail sales in the past five years.
Overall, Ontario’s economy will expand by
2.0% in 2015 following a 2.3% expansion in
2014. A low Canadian dollar and stronger U.S.
economy will provide a significant boost to the
province’s beleaguered manufacturing sector.
This will lead to greater exports of industrial
machinery, electronics and automotive goods.

Consumers remain optimistic about the future
as retail sales remain buoyant and will see the
second-fastest growth in the country, climbing
by 3.8% in 2015. Some of this growth is due
to a soaring housing/condo market in Toronto,
which has driven up sales for furniture,
appliances and building materials.

Following several years of strong gains,
foodservice sales in Ontario will moderate to a
more sustainable pace of 3.9% growth in 2016.
This is partially due to weaker disposable
income growth. Despite the slowdown, Ontario
will experience some of the strongest sales
growth in the country.

In 2016, healthy exports will boost Ontario’s
real GDP by 2.3%. Disposable income,
however, is forecast to moderate from 4.0%
growth in 2015 to 3.1% in 2016.

Looking ahead, steady economic growth and in-
migration will boost commercial foodservice
sales by an average of 3.7% per year between
2017 and 2019. This is slightly above the
national average of 3.5% growth.
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Manitoba

Commercial foodservice sales in Manitoba are
forecast to grow by a solid 5.8% in 2015 to
more than $1.7 billion. This follows a healthy
5.3% increase in spending in 2014. Over the
past 10 years, Manitoba is tied with Ontario as
the fourth-fastest-growing restaurant industry.

In 2015, sales jumped by more than 30% at
caterers following a 15% increase in 2014.
Nevertheless, caterers represent less than 10%
of total commercial sales in Manitoba. While
full- and quick-service restaurants are the
largest segments in the industry, both reported
a moderation in sales growth in 2015 following
several years of healthy gains.

The weak performance at restaurants coincides
with a marked slowdown in overall retail
spending. Following a 4.3% increase in 2014,
retail sales are forecast to moderate to just
1.5% growth in 2015.

While restaurant sales are forecast to rebound
in 2016, slower caterer demand will restrain
total commercial sales to 4.3% growth.
Manitoba’s restaurant industry will benefit from
a stronger economy and improved domestic
demand in 2016.

Manitoba’s economy is forecast to expand by a
healthy 2.5% in 2016 following a 2.4% increase
in 2015. Economic activity will be bolstered by
strong exports and the manufacturing of
transportation equipment and furniture.

After a dismal 2014, job creation will pick up
with solid gains in 2015 and 2016. This will
reduce the unemployment rate to 5.1% in 2016
—- the second-lowest rate in the country after
Saskatchewan.

Following several years of robust gains, total
foodservice sales in Manitoba will advance by
an average of 3.3% per year between 2016 and
2019. While this is a moderation from the
previous five-year period, the restaurant
industry will continue to outperform retail sales
growth.
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Saskatchewan

The drop in oil prices will cause Saskatchewan’s
economy to contract by 0.2% in 2015 following
a tepid 1.4% expansion in 2014. In addition to
weakness in oil and gas extraction, there will be
less investment and construction activity in the
near term. Housing prices have also declined,
largely due to overbuilding.

Weaker economic growth and a slowdown in
job creation will result in a 1.2% decline in total
retail sales in 2015 following several years of
robust gains.

Despite weakness at the macroeconomic level,
spending on foodservice remains remarkably
buoyant. Total foodservice sales are forecast to
climb by 5.2% in 2015 following a 5.1%
increase in 2014. While spending at full-service
restaurants has softened, sales have increased
at quick-service restaurants. Growth in the
non-energy mining sector will help caterers
post double-digit gains for the second
consecutive year.

Saskatchewan’s economy is forecast to recover
in 2016. A partial rebound in oil prices,

Saskatchewan

(year-over-year nominal change)

combined with gains in the potash industry, will
lead to strong job creation and an increase in
housing starts. As a result, Saskatchewan’s
economy is forecast to grow by 2.6% -- the
second-fastest in the country.

Rising incomes and job creation will boost
consumer spending at retail stores by a solid
3.4% in 2016.

In 2016, foodservice sales are forecast to grow
by a healthy 4.0% to $1.9 billion. By 2017,
Saskatchewan will surpass $2 billion in annual
sales.

Between 2016 and 2019, foodservice sales in
Saskatchewan will grow by 3.4% -- a pace that
is just slightly below the national average. The
province’s restaurant industry will benefit from
in-migration, high disposable income and no
provincial tax on restaurant meals. With the
lowest unemployment rate in the country,
labour shortages will remain a critical issue for
operators.
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Alberta

The sharp decline in oil prices has thrust
Alberta into a recession. As a result, Alberta’s
economy will contract by 1.0% in 2015
following five years of strong gains. The
decline in real GDP will result in no new jobs in
the province, which will cause the
unemployment rate to jump from 4.7% in 2014
to 6.0% in 2015.

The recession and drop in employment have led
to a downturn in retail sales, which are
expected to decline by 2.7% in 2015. In the
previous five years, Alberta led the country with
average annual retail sales growth of 6.8%.

Despite the recession, weak consumer
confidence and rising unemployment, Alberta’s
restaurant industry will post a 2.6% increase in
sales. This follows four years of robust gains.

Quick-service restaurants will lead all segments
as sales are up 7.5% in the first five months of
2015. This is being driven by affordability and
consumers shifting from full-service
restaurants.

Full-service restaurants will post generally flat
sales following robust gains the previous four
years. The recession will also lead to a decline
in spending at caterers and drinking places.

Foodservice sales are forecast to climb by 3.7%
in 2016 with a rebound in spending at full-
service restaurants and caterers. Nevertheless,
sales will grow at a slower-than-normal rate
due to the continued impact of low oil prices.

Alberta’s economy will underperform the
national average with a modest 1.7% increase
in real GDP in 2016. Between 2017 and 2019,
real GDP growth will be on par with the rest of
Canada.

Overall, Alberta’s restaurant industry went from
being the second-fastest growing in the country
over the past decade to around the Canadian
average. Despite the recent setbacks, Alberta
will still boast the highest average unit volume
in the country due to high disposable income
and no provincial sales tax on meals.
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British Columbia

After struggling between 2009 and 2012 due to
the recession and the introduction of the HST,
British Columbia’s restaurant industry roared
back to life in 2013 and 2014. In 2015,
Commercial foodservice sales in British
Columbia will jump by 7.5% to $9.6 billion.

Strong consumer spending, rising confidence
and a healthy economy have led to solid gains
at full- and quick-service restaurants in 2015.
In contrast, sales at caterers and drinking
places will post tepid gains following healthy
growth in 2014.

The recent gains in foodservice sales mirror the
performance of the economy, which is forecast
to advance by 2.8% in 2015. This is the fastest
growth in the country. Economic activity is
being propelled by a hot housing market, an
increase in exports and strong consumer
spending.

Due to the wealth effect from higher housing
price valuations, British Columbia will lead the
country with retail sales growing by a robust
7.3% in 2015. This is well above the national
average of 2.2%.

The outlook for British Columbia remains bright
over the next four years. In 2016, the low
Canadian dollar and a resurgent United States
economy will boost British Columbia’s real GDP
by 3.4%. Healthy economic activity will
support strong job creation, with employment
rising by a solid 1.4%. This will put more
money in the pockets of consumers and boost
retail sales by an additional 4.7%.

Between 2017 and 2019, British Columbia will
boast the fastest-growing economy with
average annual gains of 2.6% compared to the
national average of 2.1%.

The strong economic outlook will result in
healthy foodservice sales going forward. In
2016, commercial foodservice sales in British
Columbia will grow by 4.3%. This will bring
total commercial foodservice sales to more than
$10 billion.

Overall, strong macroeconomic fundamentals
and a growing population will make British
Columbia the fastest-growing restaurant
industry over the next five years.
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Economic Assumptions

Last year’s Restaurant Industry Forecast called
for real GDP growth in Canada to accelerate
from 2.0% in 2014 to 2.7% in 2015. The
unexpected decline in oil prices and slower
economic activity in the United States economy
in the first half of the year will restrain 2015
economic growth to 1.6%. This is the
economy’s weakest expansion since 2009.

The above challenges were enough to push
Canada’s economy into a technical recession —
two consecutive quarters of declining real GDP
— in the first half of 2015. The recession is
expected to be short lived. With Canada’s
dollar trading below $0.76 (U.S.), Canadian
goods are more competitively priced. In
addition, exports to the United States are
expected to pick up. This will lead to improved
economic growth in the second half of 2015.

With a sluggish economy in the first half of the
year, job creation has stalled. Overall,
employment in Canada is forecast to grow by a
tepid 0.8% in 2015. This will keep the
unemployment rate at 6.9% for the second
consecutive year.

Despite the challenges, disposable income is
forecast to climb by 3.5% in 2015 following a
3.4% increase in 2014. This will support
healthy consumer spending at restaurants.
Retail spending, however, is forecast to
moderate to 2.2% growth in 2015. This is due
to weak spending in Alberta, Saskatchewan and
Newfoundland & Labrador.

In addition, the household debt-to-income ratio
remains at an all-time high of 163%.
Households cutting back on their debt will
restrain consumer spending over the next five
years compared to last year’s forecast.

The economy will improve in 2016 with real
GDP growing by 2.1% and retail sales climbing
by a solid 3.8%.

The impact of lower commodity prices will
shave an average of 0.3 percentage points off
of real GDP between 2015 and 2018 compared
to last year’s forecast. Disposable income will
also grow at a slower pace of 3.6% per year
compared to the previous forecast of 4.2%
growth. This will restrain foodservice sales
during the forecast horizon.
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At the provincial level, strong exports and an
expanding population will make British
Columbia the fastest-growing economy in 2016
with real GDP growth of 3.4% and retail sales
climbing by 4.7%. Strong macroeconomic
fundamentals will make British Columbia’s
economy the fastest-growing province over the
next five years.

After a slight contraction in 2015,
Saskatchewan’s economy will bounce back with
a 2.6% increase in real GDP in 2016. Economic
activity will be led by strong gains in non-
energy mining which will offset the weakness in
the energy sector. Agriculture is also expected
to rebound in 2016.

An increase in manufacturing and exports will
boost economic activity in Nova Scotia and
Manitoba by 2.5% in 2016. The new
shipbuilding contract in Nova Scotia will lift
retail sales in the province by 4.1% -- the
third-strongest growth in the country.

A low Canadian dollar and a stronger U.S.
economy will boost Ontario’s real GDP by 2.3%
by 2016, up from 2.0% in 2015. A strong
housing market and increase in population will
also drive retail spending by a healthy 4.0%.

Although Quebec will see improved exports in
2016, provincial government cutbacks will
restrain real GDP growth to 2.0% in 2016.
With overall job creation forecast to slow, retail
spending will see below-average gains over the
near term.

New Brunswick’s economy will expand by 2.0%
in 2016, the province’s strongest increase since
2010. Retail spending growth is forecast to be
the second-fastest in the country at 4.3%.

The low Canadian dollar and increase in exports
will boost Prince Edward Island’s real GDP by
1.9% following a 2.4% expansion in 2015.

Alberta’s economy is being hit hard by the
recession with real GDP falling by 1.0% in
2015. With oil prices remaining weak, Alberta’s
economy will grow by a modest 1.7% in 2016.
Retail sales are forecast to climb by just 2.6%
in 2016. This is a sharp slowdown from the
average annual gains of 6.8% growth posted
between 2010 and 2014.

Newfoundland & Labrador will lag the country in
economic and retail sales growth due to
declines in the resource sector.
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