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Firms weather stormy markets

Brokerages took a hit, but banks remained solid and can expect tempered earnings growth

BY CATHERINE HARRIS

TURMOIL IN THE FINANCIAL
markets at the end of 2018
affected Canadian financial ser-

Financial Services Profit Survey

Financial results for the three months ended Dec. 31, 2018, unless otherwise noted

vices firms, although not as much
as might have been expected.

. Assets Revenue Net income EPS ($)? Ratio (%)3 Cash flow* ROE (%)°

The three brokerages were hit ($bil.) % Chg. ($mil.) %Chg. (Smil) %Chg. 2017 2018 2017 2018  mil. %Chg. 2017 2018
the hardest, with earnings down  —g- " orontreal (Jan, 31) 807 108 6584 143 154 551 143 228 623 618 6376 225 123 147
by an average of 41.9%. But the  gany of Nova Scotia (Jan. 31 1034 120 7604 73 2260 29 186 173 477 525 609  NA 152 141
banks, which also are major play-  ¢|¢ (Jan.31)’ 615 47 4606 01 1342 16 293 296 562 559 586 143 116 165
ersin the capital markets,hadan  canadian Western Bank (Jan. 31) 29 5.1 212 99 70 69 069 075 456 444 244 NA 105 1.0
average increase in net income Equitable Group 25 21.3 95 2857 40 -0.8 2.36 233 1347 414 -210 N/A 15.8 14.2
of 10%. Home Capital Group 8 31 109 40 3 170 038 046 598 5.3 183 NA 14 77
Looking ahead, a report  HSBC Bank Canada 03 73 565 46 157 33 028 029 606 565 47  NA 134 142
from credit rating agency DBRS - |SUER TErh Ll 31 B o s = owm e I W Om o & W
14« 3 ational ban an. b , -U. 3 d . o b , -67. 4 b
fgrr’g";ttﬁtf;rlih: ’igfgcetscza;;é?ags Royal Bank of Canada (Jan. 31)' 1366 70 16% 71 3m2 50 202 215 547 556 1227 230 110 115
B S 10 b fomoed vo &1 TD Bank (Jan. 31) 1323 49 10019 57 2886 190 128 153 538 559 3307 NA 148 163
o0 pe temperee § Versabank (Jan. 31) 2 23 3 85 5 240 016 021 55 57 -3 NA 59 88
weaker than expected start to. gy pyotq) 5630 7.5 43607 67 12,085  10.0 547 560 9,217 -77.8 153 15.8

the year and slowing economic
growth.” But the report also

FINANCE COMPANIES

“h ; e AUM Revenue Net income EPS ($)? Cash flow* CF/share? ROE (%)°
2(‘,’;: Zatrlfﬁng};fglv\l,zr%}v&r: }Sﬁgﬂ ($bil.) %Chg. ($mil.) %Chg. (Smil) %Chg. 2017 2018 (Smil) %Chg. 2017 2018 2017 2018
Canadian banks.” Accord Finalmciag 1 NP NP 130 30/.4 38 33/.6 029 050 NP N/P NP NP 920 N/P
’ - ECN Capital (US$) 17 374 107 NA 927  NA  -001 -032 6Ll NA 072 054  NA  NA
0 ;V;s;tmyeg?%;efc;?fye‘lsg ffg;rlls Element Fleet Management' 190 79 2215 36 700 6000 000 01 -3528  NA 040 086 57 N/
: . : First National Financial® 360 99 3120 156 322 299 075 053 4353  -138 841 725 484 394
cial services profit survey had  yean Mortgage 21 34 90 432 35 -612 04T 015 214 12 08 090 138 120
improved results in the most  fimpercreek Financial® 19 168 267 149 153 185 07 018 195 96 023 022 80 18
recent fiscal quarter, whichended | gyptotal 60.8 -30.0 5929 391 321 -59.9 377 N/A 10.8  N/A

between Nov. 30, 2018, and Jan. 31,
2019, compared with the corres-

LIFE INSURERS

. . . AUM Revenue Net income EPS ($)? Cash flow* CF/share? ROE (%)°
po‘}ﬂ“gﬁgﬁﬁfi‘d};er‘:‘sl‘;féhﬁirhan_ ($bil.) %Chg. ($mil) %Chg. ($mil) %Chg. 2017 2018 ($mil) %Chg. 2017 2018 2017 2018
cial Corp. and Echelon Financial  E-L Financial 80 A0 13 NA 259 N/A 6447 6162 104 665 282 3093 128 03
Holdings In o Dot Great-West Lifeco'” 4945  -04 1699  -94 743 348 052 072 1565 316 228 155 125 145

olding - Teported posIlive s ginapcialte 493 32 2587 297 13 63 126 112 2 NA 79 012 e 19
net income vs a loss. Thatleft 12 yapyjife Financial 6054 14 8514 -416 319  NA -083 031 473 18 261 251 52 123
firms with lower earnings and  gyn Life Financial' 7824 37 8180 54 687 1245 044 100 1883 1897 099 297 14 125
eight with losses. (These figures ' syptotal 1,939.6  -21 30968 -27.0 1,681 N/A 8310 45 88 129

exclude Great-West Lifeco Inc.
[GWL] and IGM Financial Inc.,

PROPERTY & CASUALTY AND MORTGAGE INSURERS

. Assets Revenue Net income EPS ($)? Ratio (%)° Cash flow* ROE (%)°
gstthg.ref,“lts Oth.’Otha.“if:"nSO,hi ($bil.) % Chg. ($mil.) %Chg. ($mil) %Chg. 2017 2018 2017 2018 ($mil) %Chg. 2017 2018
a%hge :t‘f’l‘l"ls é"i?gfsm‘;;piflé Co-operators General Insurance 67 131 7474 21 482  N/A 284 095 1003 1022 844 3348 80  N/A
. p Echelon Financial Holdings 0.7 131 815 195 0.2 N/A -042 001 172 1021 388 N/A N/A 6.9
industry, however, as 15 com-  pgirfay Financial Holdings (US$)' 64.4 04 41799 215 -453.2 N/A  -578 -17.89 1008 993 -9895 N/A 6.5 27
panies increased their divi- |ptact 285 22 27320 39 2440 21 165 167 926 97 210 8774 127 105
dends, including sixbanks. Bank  Genworth MI Canada 69 -05 1799 234 801 393 145 088 288 371 1297 38 139 14
of Nova Scotia increased its  subtotal 107.1 1.6 79207 -11.9 -147.1  N/A -603.2  N/A 9.5 6.0

quarterly dividend to 87¢ from
85¢; Canadian Imperial Bank

MUTUAL FUND AND INVESTMENT-MANAGEMENT COMPANIES

fc 's (CIBC) divi- Under mgmt. Revenue Net income EPS ($)? Cash flow* CF/share? ROE (%)®

of Commerce’s ( ) 1vi- ($bil.) % Chg. ($mil.) % Chg. ($mil.) % Chg. 2017 2018 ($mil.) %Chg. 2017 2018 2017 2018
dend rose to $1.40 from $1.36;  ~yeryaraoament (Nov. 30) 317 11 1085 02 1 99 021 019 238 205 037 030 56 18
Canadian Western Bank's rose  ppookfield Asset Management (US$) 3547 253 16,0060 225 30280 454 102 187 10630 4086 -0.88 -014 57 138
to 27¢ from 26¢; Equitable Group ¢ Financial 244 431 5292 0 1404 07 051 057 1783 247 052 072 301 3
Inc.’s rose to 30¢ from 28¢; Royal  Fiera Capital' 1367 60 1570 105 30 621 009 003 628 324 056 063 45 13
Bank of Canada’s rose to $1.02  Gluskin Sheffs 82 82 284 508 76 605 061 024 141 549 100 045 249 210
from 98¢; and Toronto-Dominion Guardian Capital Group 21.0 -1 443 133 -697 N/A 151 -2.63 175 229 0.49 0.63 15.9 N/A
Bank’s (TD) dividend rose to 74¢  IGM Financial'? 491 48 7915  -02 1821 59 079 075 2043 59 079 084 165 221
from 67¢. Integrated Asset Management® 2.3 5.6 4.6 343 0.8 80.7 0.02 0.03 0.9 N/A - -0.07 0.03 9.1 20.2
Other companies that raised ~ SPrott 106 444 305 261 98 2903 001 004 254 NA 006 010 107 88
their dividends include: ECN _Stone Investment Group 05 05 24 13 02 NA 001 001 08 70 004 003 NA NA
Subtotal 8511 7.0 17,7024  19.3 3,317.0 32.3 1,590.9  144.0 89 154

Capital Corp., to 2¢ from 1¢; GWL,
to 41.3¢ from 38.9¢; Manulife, to

BROKERAGES

25¢ from 22¢; Intact Financial Revenue Net income EPS ($)? Cash flow* CF/share? ROE (%)®

Corp., to 76¢ from 70¢; Brookfield (Smil.) % Chg. 2017 2018 (Smil.) % Chg. 2017 2018 2017 2018

Asset Management Inc., to 16¢ Canaccord Genuity Group' 331.6 12 34.0 -1 0.29 0.26  202.0 136.8 0.72 1.56 3.1 171

from 15¢; Fiera Capital Corp., to GMP Capital 383 214 -5.0 N/A 0.08  -0.09 31.8 -14.0 1.78 0.44 N/A 3.6

21¢ from 20¢; Guardian Capital  OPpenheimer Holdings (USS) 2433  -82 83 610 154 059 503 1756 133 356 44 54
Subtotal 613.2 -2.2 373 -419 284.0 25.9 N/A 10.5

Group Ltd., to 15¢ from 12.5¢;
TMX Group Ltd., to 62¢ from 58¢;

STOCK EXCHANGES

and Power Financial, to 45.55¢ Revenue Net income EPS ($) Cash flow* CF/share? ROE (%)®
from 43.3¢. (Smil.) % Chg. 2017 2018 (Smil.) %Chg. 2017 2018 2017 2018
Interestingly, four of the  TMX Group' 207.6 215 642 297 088 114 684 15.2 1.06 1.22 7. 7.5

firms that increased their divi-
dends did so despite earnings

HOLDING COMPANIES

- . Assets Revenue Net income EPS ($)? Cash flow* CF/share? ROE (%)°
declines or a loss in the quarter. ($bil.) %Chg. (Smil.) %Chg. (Smil) %Chg. 2017 2018 ($mil.) % Chg. 2017 2018 2017 2018
Scotiabank’s net income was  “pegiardins Group! 295 74 4145 10 518 323  NC__ NC_ 182 8.0  NC  NC_ 76 81
down by only 2.9%, but Fiera’s  pyndee Corp. 1306 35 99 50  NA 120 -0.78 44 NA 007 021 NA N
earnings were down by 62.1%.  Power Financial' 447 16 12438 -89 762 216 056 065 1728 287 312 200 16 125
ECN and Guardian Capital both ' Subtotal 743 3.7 16,618 -46 1290 34.6 1,896 -44.0 9.0 9.4

had substantial losses as well.
In Fiera’s case, it still is grow-
ing and acquisitions can take
time to become integrated.
ECN’sloss comes from discon-
tinued business. The company is
changing its business model to
provide services to consumer
finance companies rather than
providing financing directly to

N/A = not applicable; NA = not available

because the company has negative

shareholders' equity; NC = not calculable

because Desjardins Group does not have 3

common shares; NP = not provided

1 Unusual, non-recurring items have been
excluded where possible. In some cases,
these figures have been estimated.

2 Per-share data are fully diluted except
when there is a loss or negative operat-
ing cash flow in either this quarter or the

corresponding quarter a year earlier, in
which case the number of basic shares
are used in the calculation

Calculated as non-interest expenses
excluding amortization as % of revenue
excluding insurance revenue. Unusual
expenses (such as for legal settlements)
and unusually high revenue items (such
as writedowns or large gains or losses
from financial instruments) are excluded
from the calculation

4 Operating cash flow after change in non-

5

cash working balances
Calculated using net income excluding
unusual, non-recurring items for the

past 12 months as % of average of begin-

ning and ending shareholders’ equity.
First National Financial Corp.'s, Timber-
creek Financial Corp.'s, Gluskin Sheff +
Associates Inc.'s and Integrated Asset
Management Corp.'s net income includes
comprehensive income

7 Great West Lifeco Inc.'s and IGM Finan-
cial Inc.'s results are consolidated with
Power Financial Corp.'s results.

8 |A Financial Corp. Inc. is the new name
for Industrial Alliance Insurance and
Financial Services Inc., as of Jan.12019.

9 Calculated as losses and operating
expenses as % of net earned premiums.

IE

Sources: Company reports



