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Small business sentiment is on the mend in
Canada, but the unique nature of this economic
shock is complicating the look at traditional
measures. CFIB’s Business Barometer® Index,
which is based on a 12-month forward
expectation for business performance, appears to
be back closer to historical norms with a reading
of 61.3 in July—while other measures are nowhere
near normal. It is likely that many business
owners have much lower expectations of what
good performance means 12 months out, so the
index will show a temporary overshoot profile
during a recovery.

Another part of the reason for a high index score
is an observed survivor effect, where it appears a
notable number of weaker businesses polled in
the spring no longer responded to the survey in
July. This suggests an acceleration of business
exits between June and July. A look at business’
shorter range 3-month outlooks also points to
weak performance still on the same level as the
2008-09 recession. Short range expectations
usually remain below longer range ones, but the
gap in July remains particularly wide.

With month-to-month changes in the national
index somewhat high, the provincial picture is a
little more difficult to interpret. Ontario has the
highest index score of 66.0, followed by Nova
Scotia at 62.4. Quebec businesses remain the most
pessimistic with an index of 39.6 while those in
the remaining provinces remain mostly in the
mid-50s.

All other performance measures surveyed remain
weak. Businesses are running at less than two-
thirds capacity on average this month while
staffing, wage and capital investment plans
continue to significantly trial historical norms.
Only 22 per cent of owners say their businesses
are in good shape—still about half the usual
proportion.
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Figure 1: Business Barometer Index, 3 and 12-month outloo}
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Figure 2: Index by province*
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Figure 3: Index by sector*
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* Provincial and sector sub-indexes, with the exception of Ontario and Retail,
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are calculated as three-period moving averages.
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Shortage of un/semi-skilled labour

Management skills, time constraints

Product distribution constraints

Business Barometer®

Figure 4: Full-time staffing plans, next 3 months Figure 5. General state of business health
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Figure 7: Business indicators 'normal’ or
Figure 6: Future pricing and wage plans ‘better than normal’
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Figure 8. Trends: limitations on growth Figure 9: 3-month capital spending plans
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Figure 10: Limitations on sales or
production growth Figure 11: Major cost constraints
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Figure 12: Capacity utilization, by province CU%
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Figure 13: Capacity utilization, by industry AVG.
CU%
Canada L I —— 62.9
Agriculture S 81.1
Natural resources I —— 55.0
Construction . I —— 63.7
Manufacturing AR 59.0
Wholesale I 58.5
Retail L ———— 67.9
Transportation | 56.5
Information, arts, recr. I 0 | 29.8
Fin., insur., real estate L I — 67.4
Prof.& enterprise serv. [ — 60.8
Health & educ. serv. - 34.1
Hospitality I | 36.0
Personal services S I —— 55.8

0% 5-34% W 35-64% W 65-94% m 100%

Change
%

4.7
54
9.4
4.6
6.2
21
6.1
5.1
6.4
3.6
3.9

AANANNNNNNNNDN

Change
%

4.7
-1.4
-2.3

6.7

4.6

3.0

4.8

4.7

7.0

8.3

3.2

9.2

7.7

7.5

AAANNAVNNNNNNLZELZN

The July findings are based on 677 responses from a stratified random sample of CFIB members, to a controlled-access web survey.

Data reflect responses received from July 2 to 20. Findings are statistically accurate to +/- 3.8 per cent 19 times in 20.
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