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The downward tumble of small business optimism has slowed, but not
stopped. The global financial crisis, which has hit economies hard around
the world has left its mark on Canada’s business owners. CFIB’s Business
Barometer® index has fallen to a near record low of 86.1 in December, from
101.8 in early September and 90.3 in October and early November (see
Figure 1).
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Longer-term views are not much better, with Figure 3
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Index, by sector

From commodities to industrial products, the
sentiment is negative. The only sign of gaining
a toehold is from the service sector, which has
traditionally been the most insulated from
economic swings. Although well below
September numbers, businesses in the health
and education sectors, business services,
finance and even hospitality have shown a
faint increase in December optimism from
levels of a few weeks earlier (see Figure 4).

The picture elsewhere is quite different, with
optimism dropping to even lower depths.
Manufacturers and the transport sector now
have index levels below 80, while the wholesale
and construction businesses are not far away
from that level.

The best performing businesses can now only
be measures in a relative rather than an
absolute sense.

The most optimistic include:
o Health & personal care retailers
o Accountants
o Computer consulting
o Fast food restaurants

On the other hand, most pessimistic
businesses include:
o Lumber & building supply stores
o Recreational & specialty vehicle
dealers
Office supply & stationery retailers
Machinery manufacturers

Retail performance

Retailer performance this holiday season is
turning out to be poor by historical averages,
according to the survey. Only about 5 per cent
of SME retailers say they are performing much
better than a year ago, while almost three-
times as many (14 per cent) are doing
significantly and measurably worse (see Figure
5). Almost one-quarter of retail respondents
say they are performing somewhat stronger,
while about a third are doing somewhat worse.
The remaining 27 per cent have seen no
significant change in their performance
compared to last year.

a Canadian Federation of Independent Business

1988=100

100

1988
©
G

=100

1988

=100

1988

3

Figure 4
CFIB Barometer Index by sector
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Figure 5:

Retail sector performance, Dec 2007
to Dec 2008
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Business influences

The challenges of running a business are
always present, but the profile now is quite
different. No more can most businesses rely on
strong customer demand to power them
through staffing and cost pressures. Now only
21 per cent of businesses report that demand
has improved from three months ago, while
almost twice as many (39 per cent) say
demand has deteriorated (see Figure 6). At the
same time, businesses are much less
concerned about the costs of insurance, the
presence of competition and the shortage of
qualified labour—each of which are problems
for only about 20 per cent of business
owners—well below historical norms.

Although pressures on the cost of product
inputs and energy have eased in recent
months, they still exert pressure on about half
of all businesses that are unable to lessen their
load on their cost structures. More than half of
all business owners now say the overall
investment climate has deteriorated for their
companies, compared to three months ago.

Employment, wage and
pricing plans

Compared to general business sentiment, and
views on how external conditions have
changed, employment perspectives look
almost positive in comparison. About 19 per
cent of business owners expect to | EGcGczcNN
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Figure6:

External business influences, past
three months

Figure 7:

Full-time employment plans, next 12
months

Figure8:

Wage and price plans, next 12
months



