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BOTTOM LINE

Opening a second roastery in Leeds next year presents a compelling strategic
opportunity for Fernwood Coffee Roasters. The Leeds market is highly receptive
to specialty coffee, demonstrating robust growth and strong consumer demand
for quality and ethically sourced products, aligning well with Fernwood's brand
strengths. However, the decision hinges on Fernwood's ability to effectively
compete in a crowded market, differentiate its offerings beyond 'dependability,’
and navigate the significant operational and logistical complexities of
international expansion, particularly regarding supply chain management and
adapting its brand identity to a new cultural context.

MARKET OPPORTUNITY COMPETITIVE INTENSITY BRAND PORTABILITY

High High Medium-High

Leeds 4th in UK for independent 23 independent roasters in Leeds, Strong quality/ethical credentials;
roasters; UK specialty coffee market including North Star Coffee; 106 established wholesale model; needs
11.5% CAGR to $3.4B by 2030 specialty coffee shops local adaptation

OPERATIONAL COMPLEXITY
High

International supply chain, regulatory compliance, staffing, initial brand building

WHAT MATTERS

e The substantial and sustained growth of the specialty coffee market in Leeds and the broader UK,
driven by favorable consumer preferences for quality and roasted coffee.

e Fernwood's established brand reputation for quality, ethical sourcing, and proven wholesale model
provides a strong foundation for market entry.

e The intense competitive landscape in Leeds requires a clear differentiation strategy and significant
investment in marketing and localized brand building.

e Operational challenges associated with international expansion, including supply chain logistics,
regulatory compliance, and managing a distinct UK-based team, pose critical risks.

RECOMMENDED ACTIONS

e (Conduct targeted market research in Leeds to refine product offerings, pricing strategies, and
distribution channels that resonate with local consumer preferences and competitive dynamics.

e Develop a detailed operational plan for international expansion, addressing supply chain logistics,
import regulations, facility setup, and staffing for the Leeds roastery.

e Formulate a comprehensive market entry strategy that leverages Fernwood's wholesale expertise

while also building direct consumer recognition and loyalty in the UK, potentially through strategic
local partnerships.

SWOT

Internal factors (top row) vs. external factors (bottom row) - helps (left) vs. hurts (right)



STRENGTHS

e Fernwood Coffee has a strong local presence
and reputation in Victoria, BC, cultivated since
2007, built on intentionality, care, and
hospitality.

e Significant wholesale business growth,
accounting for 60-70% of revenue by May
2021, driven by a strategy to make high-
quality coffee accessible through grocery
store partnerships.

e Established direct trade relationships with
coffee farms, including annual visits to Brazil
(pre-pandemic), ensuring quality sourcing.

e Recent strategic investments in sustainability

and efficiency (2023 rebranding, larger
roastery, new roaster using 80% less fuel).

e Recognized for quality and craftsmanship,
with awards including "Best Workplace"
(2019) and Canadian Barista Championship,
and co-owner as a World Barista
Championship Sensory Judge.

e Active community engagement and social
responsibility through donations to
organizations like Raincoast and Habitat for
Humanity.

e Successful recent partnerships demonstrating
adaptability and product diversification (e.g.,
cold brew for cocktails).
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WEAKNESSES

e Consumer perception, as of August 2025,
suggests that some Fernwood coffee
offerings might lack the "spark" or "boldness"
found in other local roasters, leaning towards
a middle-of-the-road approach.

e Potential operational health and safety risks
associated with coffee roasting, including
exposure to chemicals like diacetyl and 2,3-
pentanedione, despite recent roaster
upgrades.

e Primary operations and brand recognition are
largely concentrated in Victoria, BC, which
may limit immediate transferability to new
markets without significant investment in
brand building.



OPPORTUNITIES

e |eeds presents a robust and growing
specialty coffee market, ranking fourth in the
UK with 23 independent roasters and 106
specialty coffee shops, indicating high
demand for roasted beans.

e The broader UK specialty coffee market is
booming, projected to grow at an 11.5%
CAGR from 2024 to 2030, with revenue
expected to reach $3,420.8 million by 2030.

e Strong consumer preference for roasted
coffee over instant in the UK (70.1% of out-of-
home purchases), favoring Fernwood's core
business.

e Younger demographics (18-39 year olds) in
the UK are driving demand for premium,
quality, and ethically sourced coffee, aligning
with Fernwood's values and direct trade
practices.

e Growing interest in single-origin coffees and
steady demand for dark roast provide
avenues for product differentiation and
expansion in Leeds.

e The independent coffee shop sector in the UK
is forecast for significant growth, reaching
13,200 stores by 2029, offering substantial
potential for wholesale partnerships.

e |eeds offers attractive commercial property
options for industrial units with competitive
average asking rents, facilitating physical
expansion.

TIMELINE

e 2007: Fernwood Coffee Roasters established in Victoria, BC.

e 2013: North Star Coffee established in Leeds.
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THREATS

High competition within the Leeds specialty
coffee market from established local roasters
like North Star Coffee (a B-corp since 2013)
and numerous independent coffee shops.

General industry risks of commodity price
volatility for green coffee beans, influenced
by weather, political instability, and global
supply/demand.

Rising employment costs in the UK due to
increases in National Insurance Contributions
(NIC) and National Minimum Wage (NMW),
coupled with persistent skills shortages in the
food and beverage sector.

Ongoing supply chain disruptions,
exacerbated by global events and climate
change, can impact ingredient availability and
costs, particularly for an international
expansion.

Challenges in managing brand perception
and differentiating products in a new,
competitive market where Fernwood's
established reputation does not yet exist.

e 2019: Fernwood Coffee recognized as "Best Workplace" by the Victoria Chamber of Commerce.

e 2020: Fernwood's head roaster was unable to travel to Brazil due to the pandemic.

e May 2021: Fernwood Coffee's wholesale business accounted for approximately 60-70% of its revenue.

e 2023: Fernwood Coffee rebranded its grocery bags with Glasfurd & Walker.

e 2023: Fernwood Coffee moved to a larger roastery space and acquired a new roaster using 80% less fuel.

e 2023: Fernwood Coffee collaborated to provide cold brew for Nice Life's revamped Cold Brewed Coffee

Martini Cocktail.



2023: Fernwood Coffee offered Forest Blend Coffee with purchases from San Poncho.

December 2023: Fernwood Coffee began donating $4 from every bag of Forest Blend to Raincoast.
Early 2024: Raw Coffee opened in Leeds.

February 2024: Livett's Coffee Shop opened in Leeds.

2024: Average cost of a regular coffee in Leeds was £2.95.

2024-2030: UK specialty coffee segment projected to grow at an 11.5% Compound Annual Growth Rate
(CAGR).

August 2025: Consumer reviews suggest Fernwood Coffee's offerings might lack "spark" or "boldness."
2025: UK independent coffee shop sales projected to exceed £4.8 billion.
2029: UK independent coffee shop sector forecast to reach 13,200 stores, with sales hitting £5.6 billion.

2030: UK specialty coffee market revenue expected to rise to $3,420.8 million.

GAPS / WHAT WE COULD NOT DETERMINE

Detailed financial projections and a comprehensive business plan for establishing and operating a second
roastery in Leeds, including startup costs, operational expenses, and projected revenue.

Fernwood's current production capacity and whether it can adequately supply both existing markets and
potential UK demand during initial expansion.

A specific market entry strategy for Leeds, including target customer segments, proposed pricing strategy,
distribution channels (beyond general wholesale), and direct-to-consumer approach.

Analysis of regulatory requirements, import duties, and logistical challenges for sourcing and importing
green coffee beans into the UK market from Fernwood's existing supply chains.

Information on the proposed operational team structure, staffing plan, and leadership for the Leeds
roastery.

A defined marketing and brand adaptation strategy to introduce Fernwood Coffee to the UK market and
differentiate it from local competitors.

Assessment of any existing UK market research, contacts, or potential partnerships Fernwood has already
explored.

Specifics on how Fernwood plans to mitigate operational health and safety risks related to coffee roasting in
a new facility.

An evaluation of Fernwood's existing supply chain resilience for supporting an international expansion.

ASSUMPTIONS MADE

e Fernwood Coffee's core values of intentionality, care, and hospitality, along with its commitment to quality,

are transferable and resonate with the UK specialty coffee market.

e The current operational and management team at Fernwood has the capacity and expertise to successfully

navigate international expansion and manage a second roastery location.

e The "next year" timeframe for opening in Leeds is feasible given the typical complexities of setting up an

international business unit, including regulatory, logistical, and staffing considerations.

Fernwood intends to pursue a similar wholesale-heavy business model in Leeds as it has successfully
employed in Victoria, BC.



AMBIGUITIES

e The specific impact of the "stigma" against grocery shelf presence in the high-end coffee world on

Fernwood's brand perception in new markets is unclear.

e The exact nature and scale of the financial investment Fernwood is prepared to make for the Leeds

expansion, and its impact on overall company finances, is not detailed.

e The precise reasons or criteria behind consumer reviews suggesting Fernwood's coffee lacks "spark" or
"boldness" are not fully elaborated, making it challenging to address proactively.
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