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Plant-Based Protein: No Mainstream Penetration
August 13, 2020
Plant-based protein is not a fad. But it likely won’t materially change the food landscape, either—in great part
because penetration isn’t mainstream.
As we explained previously, plant-based protein is a source of nutritional protein derived from plants. This can
include pulses, tofu, soya, tempeh, seitan, nuts, seeds, grains, and peas.
This includes nondairy milks, such as soy and almond milk, the introduction of which opened up consumption to
people who can’t consume dairy for health reasons. A large portion of the Asian population is lactose intolerant,
for example.
We likely won’t see the same trajectory for other plant-based proteins. People don’t consume a veggie burger
because a meat burger will make them sick two hours later. The benefit is psychological and/or long term. You
think you’re doing good things for yourself, and maybe you are, but if so, it’s not immediately evident.
As a result, we don’t think the adoption of plant-based protein will be as significant as the adoption of plant-based
dairy alternatives; the shift in behavior will likely be marginal.
This is certainly the case to date. As the chart below shows, global meat consumption is rising, particularly in
emerging markets, where people are still trying to reach a stable nutritional diet.
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To further illustrate, consider that Chick-fil-A’s systemwide sales have nearly tripled since 2009, from $3.2 billion to
$10.5 billion. The company’s incremental sales in 2018 were larger than the entire alternative meat category. Chickfil-A sales increased $1.5 billion between 2017 and 2018,1 while the entire plant-based meat category is valued at
under $1 billion.2

Thus, plant-based meat usually ends up being a small percentage of sales. Often, in fast-food restaurants, it’s
offered more to generate traffic.
When a U.K. coffee shop began offering a vegan sausage roll, for example, it drove more growth in traditional meat
products than it did in the vegan sausage roll. The company’s conclusion: people may try the vegan sausage role,
but it’s not the taste profile that people identify with, so they go back to meat.
Our conclusion is that while there are big headlines about plant-based protein, when you quantify the actual size
and growth rates, you find that they’re small relative to those of the food industry as a whole.
Complications Arise
Plant-based protein is a complex and dynamic area, with any unknowns affecting outcomes. Consider a
vegetarian’s lawsuit against Burger King. The vegetarian bought a plant-based burger but contended that the grill
had been contaminated by beef, making the plant-based claim false advertising. How will that play out? A fastfood chain cannot invest in a separate grill for 5% of sales.
What Comes, Goes
Since I spoke about the rise in soy milk consumption, I should also note that we’ve already seen a decline, because
people are reconsidering whether it’s as healthy as previously thought. Soy contains isoflavones, which are weak
estrogen-like compounds that can promote the development, growth, and spread of breast cancers, and at least
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one study suggests that adding soy to a diet may turn on genes that can cause cancer to grow.3
Moreover, plant-based proteins are often heavily processed. The ingredient lists of plant-based burgers, for
example, read like science experiments. Food manufacturers have to add ingredients to make the plant protein
taste good.
Sodium also tends to be sky-high. A single serving of one common beef burger has around 85 milligrams per
serving; a single serving of a plant-based burger has close to 400.4
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Those are only two examples, but they point to a broader problem: As far as popular science goes, health foods
come and go. One day something is good for you; the next it is not. As a result, a product gains market share until
something else comes along and grabs someone’s interest.
In early 2000, for example, the United States’ largest packaged foods company announced that it had reached
agreement to acquire a privately held manufacturer and marketer of soy-based meat alternatives. People tried the
veggie burger. It boomed. But that brand is now losing market share.
Whether a brand succeeds or fails is a combination of how good it tastes, how well it is marketed, and price. But
we’re skeptical that this round will be different from past rounds.
Investment Implications
When something representing an inflection in interest and behavior occurs, you see large spikes in stock prices.
Some people are just believers. They don’t consider what will happen if the market doesn’t go the way they think it
will.
But are these investors discounting the prospects for the company three years out or 20 years out? For us, as longterm investors, plant-based protein won’t materially change the food landscape. Consumers are still making
decisions based on price, taste, and convenience.
That said, a fragmented customer base and shifting demographics are creating opportunities for specialist sectors
such as plant-based protein.
Incumbents that can react and adapt (acquire or innovate) are best positioned to take advantage of changing
consumers’ preferences. Food companies that are in touch with consumer demand trends can pivot and add plant-
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based protein products to their portfolios, then use their distribution systems and marketing expertise to quickly
scale up.
Ingredient and flavoring companies are also compelling opportunities. They share the same growth curve in that
category, but they supply both incumbent and specialist companies, so they may be on more solid footing.
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Source: Business Insider.
Source: Good Food Institute.
Source: “The Effects of Soy Supplementation on Gene Expression in Breast Cancer: A Randomized Placebo-

Controlled Study.” Journal of the National Cancer Institute. September 4, 2014.
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Disclosure:
This content is for informational and educational purposes only and not intended as investment advice or a
recommendation to buy or sell any security. Investment advice and recommendations can be provided only after
careful consideration of an investor’s objectives, guidelines, and restrictions.
Information and opinions expressed are those of the authors and may not reflect the opinions of other investment
teams within William Blair Investment Management, LLC, or affiliates. Factual information has been taken from
sources we believe to be reliable, but its accuracy, completeness or interpretation cannot be guaranteed.
Information is current as of the date appearing in this material only and subject to change without notice.
Statements concerning financial market trends are based on current market conditions, which will fluctuate. This
material may include estimates, outlooks, projections, and other forward-looking statements. Due to a variety of
factors, actual events may differ significantly from those presented.
Investing involves risks, including the possible loss of principal. Equity securities may decline in value due to both
real and perceived general market, economic, and industry conditions. The securities of smaller companies may
be more volatile and less liquid than securities of larger companies. Investing in foreign denominated and/or
domiciled securities may involve heightened risk due to currency fluctuations, and economic and political risks.
These risks may be enhanced in emerging markets. Different investment styles may shift in and out of favor
depending on market conditions. Individual securities may not perform as expected or a strategy used by the
Adviser may fail to produce its intended result.
Investing in the bond market is subject to certain risks including market, interest rate, issuer, credit, and inflation
risk. Rising interest rates generally cause bond prices to fall. High-yield, lower-rated, securities involve greater risk
than higher-rated securities. Sovereign debt securities are subject to the risk that an entity may delay or refuse to
pay interest or principal on its sovereign debt because of cash flow problems, insufficient foreign reserves, or
political or other considerations. Derivatives may involve certain risks such as counterparty, liquidity, interest rate,
market, credit, management, and the risk that a position could not be closed when most advantageous. Currency
transactions are affected by fluctuations in exchange rates; currency exchange rates may fluctuate significantly
over short periods of time. Diversification does not ensure against loss.
There can be no assurance that investment objectives will be met. Any investment or strategy mentioned herein
may not be appropriate for every investor. References to specific companies are for illustrative purposes only and
should not be construed as investment advice or a recommendation to buy or sell any security. Past performance
is not indicative of future returns.
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