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FCC advances the business of agriculture by lending 
money to all agriculture sectors, including primary 
producers, agribusinesses and food processors. We 
monitor several important factors that influence the 
short and long-term prospects, profitability and 
financial health of each sector.

Canadian farms remain on average in a strong position 
to meet their financial obligations. Despite a softening 
of world agriculture commodity prices, the weaker 
Canadian dollar supported strong farm income in  
both livestock and crop sectors. The value of farm 
assets continues to climb, with debt at manageable 
levels because of strong income.

Overall primary agriculture profitability 
is stable

A common theme in agricultural markets for 2016 
has been production growth. Available global supply 
of major crops like corn, soybeans and wheat climbed 
in 2016, putting downward pressure on prices. The 
supply of animal-based proteins in North America 
also increased, pushing cattle and hog prices lower.

Pressure on prices kept the increase in overall farm 
cash receipts in 2016 to 0.5% over the record-high 
figure reached in 2015. Crop receipts increased 5.8% 
in 2016, offsetting the 7.2% decline in livestock 
receipts over 2015. Farm cash receipts increased in  
all provinces except B.C., Alberta, Saskatchewan and 
Nova Scotia.3

Farm input prices were on average lower in 2016  
than the price level observed at the end of 2015. 
Machinery and equipment were up, while fertilizers 
and feed were down. Oil prices climbed, yet diesel 
average prices fell 9.1% in 2016 compared to 2015, 
and natural gas prices declined 22.8%. Reduced 
energy costs improved producer profit margins.

Farmland values reach record highs

Strong farm cash receipts and low interest rates  
have allowed producers to leverage opportunities  
to continue growing their farm operations. As a result, 
farmland values increased an average of 7.9% in 2016. 
When we look at farmland values over time, the rate  
of increase has slowed for the fourth consecutive year,  
in line with trends in farm cash receipts.

Farm debt climbs at a faster pace than 
asset values

Total farm debt reached $96.0 billion at the end of 
2016.4 Farm debt grew 7.3% in 2016 and has increased 
at an average annual rate of 6.3% over the 10-year 
period from 2007 to 2016, as producers sought to 
increase investments to grow their farm operations  
and remain productive. The value of total farm assets 
climbed 5.0% in 2016.

Trade expands for Canadian agriculture 
and agri-food

Exports are the foundation of Canada’s success as 
an agricultural producer. With a small population and 
vast arable land, we must export the production we 
can’t consume. Canada is the fifth-largest exporter 
of agriculture and agri-food products in the world.

The U.S. market accounted for 54.4% of Canadian 
agriculture and agri-food exports in 2016, compared 
to 57.4% in 2006.5 With strong growth in emerging 
markets such as China and India, Canada is likely to 
continue to diversify its exports away from the U.S. 
market.

Agriculture industry overview

3  Statistics Canada, Table 002-0002 – Farm cash receipts, quarterly (dollars), CANSIM (database).
4  Statistics Canada, Table 002-0008 – Farm debt outstanding, classified by lender, annual (dollars), CANSIM (database).
5  Statistics Canada, based on NAICS Codes.
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The landscape for world trade has evolved in 2016  
in response to a strong pushback against globalization 
in different parts of the world. Yet Canada is moving 
forward implementing the Comprehensive Economic 
Trade Agreement with the European Union, promising 
to open opportunities for Canadian exports of red 
meats, grains and oilseeds, and processed foods.

Canadian food preferences continue  
to evolve

Canadian consumers have an increasing influence on 
the agri-food supply chain. Preferences of Canadian 
households have evolved toward healthy and 
convenient foods, leading producers and processors  
to develop food products with specific nutritional value 
and various attributes. This opens up new supply chains 
and profit opportunities for the entire supply chain. 
Livestock producers continue to meet expectations 
of consumers with regard to animal welfare, 
developing and implementing new codes of practice.

Sector overview

Cattle prices remain high, but trending 
toward long-term average

Cash receipts for cattle and calves decreased 17.7% in 
2016 from 2015. Beef production continues to expand 
in North America as animal weights climb and cattle 
inventories trend upward in the United States. Larger 
supply led to a reduction in U.S. cattle prices, which 
subsequently transferred to the Canadian market.  
The decline of the Canadian dollar mitigated the price 
pressures for Canadian producers, while overall strong 
demand for Canadian cattle resulted in a domestic 
price that was relatively strong from a historical 
standpoint. Overall profitability of cow-calf operations 
has remained positive while feedlot operations 
recorded tighter margins and some losses for most  
of 2016. 

Challenges and opportunities ahead for the 
dairy industry 

The consumption of butter, cream and yogurt in 
Canada is trending upward. Canadian stocks of butter 
in 2016 remained low despite increased production 
and special permits to import foreign butter. A higher 
demand for butterfat stemming from stronger 
consumption trends created a challenge for the 
industry regarding the resulting surplus of skim milk. 
This surplus was compounded by imports of dairy 
ingredients (proteins). Cheaper imports displaced 
domestic proteins normally used in the production  
of cheese and yogurt toward lower-value milk classes 
such as animal feed. In addition, world dairy prices 
remained low in 2016, despite milk production 
cutbacks in New Zealand and the European Union.  
This kept the price paid to producers in some specific 
milk classes (mostly milk in Class 5) low, ultimately 
keeping the farm price of milk lower than the five-year 
average. Stakeholders in some provinces developed 
their own ingredient strategies to respond to current 
marketing challenges, which ultimately led to a national 
agreement to modernize the milk marketing system. 
Implementation of the national strategy is still pending. 
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Grain and oilseed production second-highest 
in Canadian history

Total Canadian grain and oilseed production in 2016  
was estimated to be 131.4 million metric tonnes, a 
10.3% increase from 2015 levels. This is the second-
highest production level on record, despite portions  
of Western Canada experiencing excessive moisture 
conditions and regions in Central and Eastern Canada 
experiencing dry conditions. Overall, crop yields were 
average to above average, although quality was mixed.

Wheat, canola, corn and soybean prices for the year 
were below their five-year historical averages. Projections 
are that world inventories of corn and soybeans will be 
higher at the end of the 2016-17 crop year due to record 
U.S. 2016 production. Producer margins continued to 
tighten in 2016-17, but have remained positive on 
average. The lower Canadian dollar helped compensate 
for the lower prices listed in U.S. dollars in the North 
American market. Yet moisture conditions in Western 
Canada created quality issues that negatively impacted 
producers’ revenues. 

AAFC’s 2017 Canadian Agricultural Outlook and the 
United States Department of Agriculture Agricultural 
Projections to 2026 state that grain and oilseed prices 
will likely remain above their respective historical 
averages. This will be driven by increased demand  
from developing countries for coarse grains and oilseeds, 
along with domestic demand from livestock producers, 
biofuel manufacturers and vegetable oil crushers.

Greenhouse, nursery and floriculture 
producers post higher revenues

Greenhouse, nursery and floriculture operations 
recorded profits, supported by strong cash receipts and 
low natural gas prices. Cash receipts from greenhouse 
vegetables were 3.6% higher in 2016 compared to 
2015. Receipts for field vegetables increased 6.5%, 
while floriculture receipts declined 7.1%.

The North American demand for greenhouse products 
remains strong. Although production acres are 
increasing annually, the volume is simply keeping  
pace with consumer demand. Canadian operations  
are facing increased competition as Mexico and other 
countries increase their acres under glass. However, the 
value of the Canadian dollar continues to be favourable 
for Canadian greenhouses, pushing prices up along the 
entire Canadian supply chain.

Hog producers facing pressures amid strong 
demand for Canadian pork

Profit margins of hog producers in 2016 declined, 
especially in the second half of the year. This is mostly 
the result of lower prices due to a strong increase in 
U.S. hog production and limited packers’ capacity to 
process all hogs. However, the decline in the Canadian 
dollar as well as lower feed prices protected producers 
from even tighter margins.

Canadian hog inventories were up 1.6% on January 1, 
2017, compared to January 1, 2016.6 Federally and 
provincially inspected hog slaughter increased by 0.4%  
in 2016 compared to 2015.7 Live hog exports to the 
United States declined 9.1% in 2016. The demand for 
Canadian pork in China skyrocketed as a result of a 
smaller Chinese herd, with pork exports more than 
doubling in 2016 over the 2015 volume.

Poultry and egg production is stable

Canadian chicken slaughter increased 3.4% in 2016 
compared to 2015, which helped increase chicken cash 
receipts by 2.5% in 2016 over the 2015 level. Overall 
egg production increased 7.2% in 2016 compared to 
2015 and total Canadian egg receipts were up 8.3%.8

6  Statistics Canada, Table 003-0100 – Hogs statistics, number of hogs on farms at end of semi-annual period (head), CANSIM (database).
7  Agriculture and Agri-Food Canada – Statistics and Market Information – Red Meat Market Information.
8  Statistics Canada, Table 003-0022 – Production and disposition of eggs, monthly (layers unless otherwise noted), CANSIM (database).
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Agribusinesses and food processors face 
challenging demand conditions

Agribusinesses provide inputs or goods and services  
to primary producers, while agri-food operations 
purchase and process the outputs of primary 
producers. Evolving consumer preferences continue  
to present opportunities for processors. Food 
manufacturing real GDP in December 2016  
was up 5.0% over the December 2015 real GDP  
period.9 The performance of the food manufacturing 
sector has outshined the performance of the overall  
Canadian manufacturing sector.

Food processors are nevertheless facing a few 
challenges. Canada’s food manufacturing sector faces 
strong import penetration. The trade surplus with the 
United States for secondary beverage and food totalled 
$5.3 billion at the end of 2016. The trade deficit with 
the rest of the world reached a record-high $4.4 billion.

The two most commonly cited challenges in Canada’s 
food sector are: 1) the growing regulatory challenge  
to bring products to the domestic market and then 
move them to global markets, and 2) the shortage  
of qualified labour and the difficulties recruiting,  
training and retaining workers.

Sales of new farm equipment experienced a significant 
downturn in 2015, and were also down 8.5% in 2016. 
Sales of four-wheel-drive tractors and combines were 
down 7.1% and 7.9% respectively compared to the 
previous year, due in part to exceptionally high sales 
prior to 2015, although pressures on farm income also 
contributed to the lower sales. Equipment dealers were 
generally able to compensate for lower new equipment 
sales with increased revenues from sales and service of 
used equipment.

9  Statistics Canada, Table 379-0031 – Gross domestic product (GDP) at basic prices, CANSIM (database).
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Current and potential impacts 
for FCC
Canadian agriculture is financially healthy and demand 
for agriculture commodities remains strong despite 
changing global economies. FCC experienced growth 
this year in most major business lines, including primary 
production, agri-food operations and agribusinesses, 
and anticipates continued growth in the agricultural 
sectors and our lending portfolio across all sectors.  
We balance risk by having a well-diversified lending 
portfolio and we achieve this by financing customers 
involved in all areas of agriculture across Canada.

FCC has experienced 24 consecutive years of portfolio 
growth. A key element of continued financial viability  
is prudent cost management and operational efficiency 
balanced against the requirements of a growing 
enterprise. We maintain our track record of efficiency 
and strong financial performance, and we operate  
in a manner that is mindful of the climate of fiscal 
constraint. We are committed to making investments  
in technology and digital solutions to continue to  
focus on delivering services in an efficient manner  
and optimizing how the corporation operates  
enterprise-wide.

FCC remains financially strong. Along with almost  
$6.0 billion in equity and loan loss reserves, we continue 
to enhance our strong risk management practices to 
keep pace with the growing complexity of the business. 
FCC manages capital in compliance with our Board-
approved capital management policy and framework, 
and we currently operate above the targeted capital 
level resulting in a dividend payment of $268.3 million 
to the Government of Canada in 2016-17.

FCC continues to closely monitor external and internal 
trends, assess their implications and create proactive 
strategies to address those implications.
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