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Data Release: Profits of Canadian corporations decline in Q4-15 

 Corporate operating profits fell 3.1% quarter-on-quarter in Q4-15, marking the second consecutive 
quarterly decline. Profits were down 6.7% in 2015 overall – the first significant decline since the financial 
crisis. 

 The oil and gas extraction industry recorded its largest profit decline for 2015 last quarter, contributing to 
a $4.9 billion decline in profitability for the year overall. This is the first time profits fell outright in the sector 
since the data series began. It should be noted that the decline in profits was related to the fall in oil 
prices which pulled down revenue, implying that profits would have fallen much more if not for substantial 
cost cutting in the sector. 

 Once again the financial sector also contributed significantly to the quarterly decline as profits for the 
sector fell 9.6% q/q, but were up on a year-over-year basis. Profits in the non-financial corporate sector 
contracted marginally last quarter (-0.19% q/q), but were down significantly on a year-over-year basis. 
From an annual perspective, 2015 corporate profits for the non-financial sector declined 11.6% while 
financial sector profits rose 7.8%. 

 Manufacturing profits declined for the second consecutive quarter, as revenues remained flat. However it 
appears that the drag from resource manufacturing is obscuring the better profitability in the non-resource 
manufacturing sector. Profits declined the most in the petroleum and coal product industries. In contrast, 
motor vehicle and parts manufacturing saw its profits rise driven by automobile assembly, while profits of 
the food and soft drink manufacturers also rose.  

 Some of the few industries that showed substantial improvement in profits last quarter were: mining, 
transportation and warehousing, arts and entertainment and recreation, accommodation and food 
services, and professional, scientific, and technical services.  

Key Implications 

 With another quarter of disappointing economic growth on the table for Canada, poor corporate 
profitability may signal some upcoming cost containment and perhaps outright cost-cutting measures 
particularly in the resource sector. This suggests that the investment rebound may take some time to 
materialize, and a potential softness in labour market conditions, consistent with our economic outlook. 

 What's more disappointing in this report is that the bottom lines of only a hand-full of exchange rate 
sensitive sectors seem to have benefitted from the decline in the Canadian dollar in 2015. On aggregate, 
gains in profitability from accommodation and food services and information and culture sectors were 
offset by the negative impact that the low dollar had on profits of the retail and wholesale trade sectors 
which rely heavily on imported product. However, our research has found that it can take some time for 
exchange rate effects to make themselves felt, and so we expect some uptick in the profitability of 
currency sensitive sectors.  

 Overall we expect that a troughing in commodity prices and the boost to non-resource sectors from a low 
Canadian dollar should improve corporate profits this year. Greater profits should aid Canadian 
manufacturers in their efforts to invest in productivity enhancing machinery and equipment that will 
ultimately improve the long-term competitiveness of Canadian goods and services. 
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