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To diversify or not to diversify...that is the question

This month in Produce Trendspotting we prepare ourselves for Cinco de Mayo. For those of you
not completely familiar with this event, it means that in Produce Moneyball we’ll review the
volumes plus the historical and future costs for avocados. Then we deep dive the avocado
consumer in The Produce Trendsetter. And finally, we’ll embark on a cross-Canada tour to learn
the goings on in the avocado markets through our What's in Store recap.

Okay, now that we got that out of the way it’s time to get serious. Since 2020 we’ve endured a
pandemic and the resulting shutdowns. We’ve learned to work from home, conduct meetings
over zoom and were forced to stand in line to enter the grocery store. Just when we thought
things were getting back to normal, we experienced supply chain disruptions and once in a
generation inflation. And now that the pandemic is behind us, grocery store entrances are
unguarded again, supply chain issues are resolved and inflation is mostly in check, 2025 happens.
And with the year still young we watched as $100 million of Chilean cherries were lost to yet
another supply chain SNAFU and threats of tariffs on billions in fruits and vegetables loom large.

So, now what? While trading with existing international partners is becoming riskier, a domestic
only strategy may not be sufficient for business continuity and establishing trade with new
international partners is something that requires time and market intel. That leaves us with a
burning question.

| want to know what you think, answer this month's poll question and be sure to check back next
month for the results. Also, continue reading this month’s edition all the way to the end, because
there we reveal the results from last month's poll on whether communicating nutritional benefits
on fruit and vegetable labels would lead to greater consumption.
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Execulytics Monthly Poll

Click on the image below to answer this
month's poll question.

Results will be published in next month's
Produce Trendspotting.

Whether a buyer or seller, a retailer or
supplier, given the events surrounding
the produce trade in the early part of
2025, how do you anticipate your
business will move forward to either
sell product or to procure the product
needed to service customers?

SELECT OMNE

By focusing the business entirely
on the domestic market.

By continuing to operate the
business using existing domestic
and international partners.

By diversifying the business with
new international partners in
countries that carry less risk.


https://wss.pollfish.com/link/f4a0237a-78ca-4ef5-9b0f-17769897ca2d
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We are on the cusp of the Cinco de Mayo celebration. For any history buffs, you might know that
the fifth of May commemorates the Mexican victory in the 1862 battle of Puebla. For any produce
buffs (I assume all of you), this day also represents an opportunity to buy and sell lots of
avocados. The volume chart below shows that weeks 18-21, leading into and just after Cinco de
Mayo is one of the busiest avocado times of the year. It is interesting to note that avocados peak
early in the new year. Perhaps a nod to its healthy eating attributes or a legacy of avocado’s place
in New Year’s resolution diet culture. Nevertheless, enter Produce Moneyball.

Weekly volume index 2019-2024
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Avocados during this all-important time frame has an annual growth trajectory that looks a bit
different than other products we’ve reviewed recently. As the chart on the next page illustrates,
demand took off in 2020 and experienced only a one-year volume decline in 2022. What has been
more common is a deeper two-year inflation induced decline, followed by a more modest volume
claw back in 2024. For avocados, we see an initial decline and a comeback that is bigger and
stronger than the year before the decline and another increase in 2024 that broke all previous
volume records. Sounds a bit like a demand driven market, but don’t fret, Produce Moneyball will
tell us.



Volume 000’s tons weeks 17-20
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Below we see very choppy historical costs for 2-layer, 60 count hass avocados represented by the white
line. Starting in 2017 we see a year of high FOB costs, followed by a period of low FOB costs. The
subsequent highs were higher than the last high point. If you follow along each year, an interest pattern
emerges, one that extends back to at least 2009. One year up, two years down. Only the time frame
between the up periods of 2017 and 2019 lasted just one year. The other interesting element of this cost
curve is that 2022 appears to be an anomaly, seemingly driven by the combination of historical volume
trends and generational inflation that took hold in 2022. This one year is driving the lion’s share of the
5.2% average annual inflation. Put it all together and Produce Moneyball predicts a 2025 spiking cost but
one that looks more like 2019 than 2022 offering FOB costs in the mid $50’s. While volume increases in an
inflationary category suggests a demand driven market, the 2022 anomaly was likely caused by a rare
market disruption. Expect a return to the regular pattern of ups and downs with the 2022 blip being just
that, a blip in the annals of avocado costing.
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Last summer | engaged in a guacamole making contest. A bunch of friends got together and made their
best guac and everyone else judged them. The best guac would be crowned the Cinco de Mayo champion.
| know, | know, the calendar doesn’t match up to be a summertime contest. Nevertheless, | thought | had
the inside track, given my produce acumen, but | was up against a friend who is half-Mexican and his wife.
You’re probably thinking you have no chance; your competition was probably eating guacamole since
they were babies. Well, you’re half right. | had no chance, but it wasn’t because my friend of Mexican
descent had an unfair advantage. It was because a different person, a twenty-something non-Mexican
university student had one. It was her guacamole that won top honours that day.

Gender Age
0 0
male female 20-34  35-49 50-64 65 plus
Income
g 48% 35%

<S50K S50K-S100K  $100K-$160K >$160K

Why tell this story? Because the winner of the mid-July, Cinco de Mayo contest falls smack dab in the
middle of our avocado core consumer profile. An upper-income female, aged 20-34 years old. Check,
check and check. You’ve heard of life imitating art? This is life imitating analytics. And in the words of A-
Team’s Hannibal Smith, “I love it when a plan comes together” .


https://youtu.be/NsUFBm1uENs?si=1tkikEZSoAneGGLd

What else can we say about the core avocado consumer, besides her age and her place on the
economic spectrum? We can say that she loves to shop at club stores. Buying in large quantities,
while seeking value motivates this customer. But value for this shopper is not only about price.
Organic and sustainably sourced are more important to the avocado customer than they are to the
population at large. And as important as local is to Canadians, it is a tick higher for this consumer.

If you do happen to get a peak into this shopper’s grocery cart there is a good chance you’ll fine
lemons and garlic in there, as well as spinach. | suspect if you go to their house for dinner, you
might be able to enjoy an appetizer of chips with many different varieties of dips. Enjoy!
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BOTTOM LINE: Two out of every five people are buying avocados, a number that continues to
grow even after years of continuous growth. The core avocado consumer is a 20-34-year-old
woman with a high family income. She is likely to be shopping in a club store and be supportive of
various social issues pertaining to food including local buying, sustainable sourcing and organic
growing. Apart from avocados, she is likely to have lemons, garlic and spinach on her weekly
grocery list.
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What’s
In Store?

Now that we have indulged the people who may identify as ‘Students of Produce’, by researching
historical avocado costs leading to proprietary future predictions AND we’ve studied the
intricacies and tendencies of the core avocado consumer, it’s now time to take care of the
‘Produce Engineer’ by evaluating What’s In Store for the avocado category. So, move over to your
drafting board and take out your rulers and pencils, because we are going to assess how
important, how big and how affordable avocados are across the country and across the different
store types operating in the grocery sector.

Atlantic Quebec Ontario Waest Conventional Discount Big Box

The first thing that pops out when assessing the importance of avocados is the province of
Quebec. This is because this Canadian region tends to be in-tune with the benefits of avocados,
that is if household penetration index is any indication. Our data shows that shoppers in Quebec
are 17% more likely than the average Canadian to buy the main ingredient of guacamole. Be sure to
check back to a future edition to learn whether secondary guac ingredients are likewise more
popular in Quebec. The offset to Quebec’s Avo-dominance are the Atlantic provinces. Indexing at a
mere 57%, a positive slant would be that there is lots of room to grown in Atlantic Canada. In The
Produce Trendsetter, we suggested the core avocado customer is looking for value, the over-
index of both the discount and big box formats agree with that statement. For any What’s In
Store newbies out there, the big box group combines mass merchant stores with club stores.



Now that we see how important avocados are in Quebec and in value-oriented grocery formats,
the next logical step is to understand just how much is needed to satisfy those needs. In this
feature we use a complex, detailed algorithm feeding off data from of our own Execulytics data
warehouse AND StatsCan and USDA sources PLUS other sources to determine total truckload
requirements in each Canadian region for the month of May, including the alkimportant Cinco de
Mayo celebration. I’ve been told that
the resulting truckload volume
estimates must surely come to us
through mystical forces. While the
resulting intelligence may have a
magical impact on your Canadian
planning abilities, | can assure you the
only mysticism present is in the magic
of math. And what does this
algorithm | like to call the volume
whisperer tell us? It says to satisfy
retail demand in May, Canada needs a
total of 352 truckloads of avocados.
Exactly one-quarter of that supply
should make its way to Quebec,
punching above their weight class, while 141 truckloads are needed in Ontario. Rounding out the
rest of the regions we see 110 loads are required in the West and only 13 loads in the Atlantic. Good
information if you are looking to position your loads across the country.
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112% 397
9% 75%

Conventional Mass Discount
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Once again, that brings us back to pricing. To sell the estimated 141 truckloads of avocados in
Ontario, sharp pricing is going to have to play a role. And Ontario is playing ball with the hottest
prices in the country for a single avocado. Given the high penetration of discount stores in Ontario,
it is no surprise that avocado prices are far lower in this bargain format. But before you declare
outright price supremacy for discounters across Canada, be aware that if you want big, fleshy
avocados, you're likely to find them at conventional stores. While pricing is hot at the discounters,
gram for gram, the pricing is not as different as this price index might suggest.




Last Month’s Poll Question

If fresh fruit and vegetable
suppliers explicitly
communicated the
nutritional value of their
products on its package or
sticker, would consumption
increase across the
population?

Check back to this spot every month to see the results of last month's Produce Trendspotting
survey. Be sure to answer this month's question, if you haven't already, follow this link:

PRODUCE TRENDSPOTTING POLL

If there are elements of this newsletter that you think could become a custom service for your
organization, drop me a line, | am available to discuss your business needs. Feel free to forward
this email to your colleagues and encourage them to subscribe by sending their name and email
address to info(@execulytics.ca or by signing up at our website execulytics.ca

Sincerely,

Execulytics Managing Partner

Mike Mauti
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