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Canadian SMEs Not Very Merry This December 

 Small- and medium-sized enterprise (SME) sentiment dropped to its 

lowest level in a year, less than a cheerful end to the Holidays, but the 

index remained in optimistic territory at 55.5.  

 Alberta and Saskatchewan continued to lead the decline at the regional 

level and were joined in pessimistic territory by Newfoundland this month. 

 Concerns about general business health hit a three year low while 

concerns over insufficient domestic demand begin to spread nationally and 

insurance costs join wages and taxes as top of mind concerns for SMEs.  

SME SENTIMENT ENDS YEAR WITH A WHIMPER 

The Canadian Federation of Independent Business’ (CFIB) monthly 

Business Barometer Index fell in December to its lowest level in a year, but 

remained in optimistic territory at 55.5 (chart 1). The Barometer has 

historically moved in tandem with real GDP growth (chart 2), and the trend we’ve 

seen for the last couple of months of the year is in line with the weak start we’re 

seeing so far for the fourth quarter of 2019 (chart 3).  

At the provincial level, the retreat in sentiment has become more widespread 

than a month ago with 8 out of 10 provinces’ indices declining to close out the 

year (chart 4). New Brunswick and Newfoundland led the declines in 

December with 7.5 and 7.1 point drops respectively, resulting in Newfoundland 

joining Alberta and Saskatchewan as the only provinces in negative territory (chart 

5). Alberta and Saskatchewan remain the most pessimistic provinces, however, with 

index levels of 38.3 and 40.0 respectively. Regional SME sentiment remains in 

conflict with our expectation that Alberta and BC will lead the provinces in growth 

next year (chart 6). In both cases large projects are expected to fuel much of this 

rebound, but SMEs are still likely to be indirect beneficiaries.  

As is the case with the provinces, softer sentiment widened to 10 of the 13 

sectors surveyed in December (chart 7). On the heels of an 8.2 point 

contraction in November, natural resources saw another negative turn in 

sentiment with a 7 point drop in December, bringing it down into negative territory 

for the first time since May 2019. Natural resources and agriculture joined 

transportation this month in negative sentiment territory, while hospitality, 

wholesale, retail and information, arts & recreation all dipped below the national 

average (chart 8). Combined, the three sectors with negative sentiment account 

for over 14% of GDP while the other four account for over 16% of GDP. 

The overall picture is trending more to the negative with sentiment ebbing 

further across industries and geography and only 37.9% of respondents saying 

their businesses are in good shape, the lowest level since November 2016 

(chart 9). On the cost constraints side, while wages, taxes and regulations are 

perennially top of mind for SME’s, insurance costs have rapidly risen to the #3 spot in 

recent surveys (chart 10). And although shortages in both skilled and unskilled labour 

have been the top concern for most SME’s, insufficient domestic demand has been 

edging closer to the top spot (chart 11). The Scotiabank Nowcast is currently only 
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tracking 0.13% q/q SAAR for Q4 GDP growth, well below the Bank of Canada’s projected 1.3%, and with December SME sentiment 

trending further into negative territory the risks are tilted even further towards a disappointing end to 2019. 

-8 -6 -4 -2 0 2 4 6

NB

NL

AB

SK

NS

QC

MB

PE

BC

ON

CA

Business Barometer by Province

m/m change, 
December 2019

Sources: Scotiabank Economics, CFIB.

Chart 3 Chart 4 Chart 5 

-4 -3 -2 -1 0 1 2 3

NL

NB

NS

MB

SK

QC

ON

PE

AB

BC

2020f

2019f

2018

Provincial GDP Forecasts

real GDP, 
annual % 

change

Sources: Scotiabank Economics, Statistics 
Canada.

-8 -6 -4 -2 0 2 4

Info., arts, rec.

Nat. Resources

Hospitality

Retail

Prof. & bus services

Health & ed.

Agriculture

Other services

Transportation

Wholesale

Mfg

Fin., insur., realty

Construction

Total

Business Barometer by Industry

Sources: Scotiabank Economics, CFIB.

m/m change, 
December 2019

Chart 6 Chart 7 

-6

-4

-2

0

2

Sources: Scotiabank Economics, 
Statistics Canada, CMHC, CREA.

m/m % change, Oct. 2019

A Soft Kickoff to Q4 for
the Canadian Economy

-10

30 40 50 60 70 80

AB

SK

NL

BC

MB

NS

ON

NB

QC

PE

CA

Business Barometer by Province

Sources: Scotiabank Economics, CFIB.

index, > 50 = stronger,
December 2019

Chart 8 

40 45 50 55 60 65 70 75

Nat. Resources

Transportation

Agriculture

Hospitality

Wholesale

Retail

Info., arts, rec.

Other services

Construction

Mfg

Prof. & bus services

Fin., insur., realty

Health & ed.

Total

Business Barometer by Industry

Sources: Scotiabank Economics, CFIB.

index, > 50 = stronger,
December 2019

30

35

40

45

50

55

60

65

70

75

09 10 11 12 13 14 15 16 17 18 19 20

Major Cost Constraints

% response

Sources: Scotiabank Economics, CFIB.

Taxes & 
regulations

Wages

Insurance

0

5

10

15

20

25

30

35

40

45

50

16 17 18 19 20

General Business Situation

% response

Sources: Scotiabank Economics, CFIB.

Good

Bad

10

15

20

25

30

35

40

45

50

55

09 10 11 12 13 14 15 16 17 18 19 20

Limitations on Growth

% response

Sources: Scotiabank Economics, CFIB.

Insufficient 
domestic demand

Shortage of 
skilled labour

Management skill, 
time constraints

Chart 9 Chart 10 Chart 11 

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics


December 31, 2019 

GLOBAL ECONOMICS 

|  SCOTIA FLASH 

This report has been prepared by Scotiabank Economics as a resource for the clients of Scotiabank. Opinions, estimates and projections 

contained herein are our own as of the date hereof and are subject to change without notice. The information and opinions contained herein have 

been compiled or arrived at from sources believed reliable but no representation or warranty, express or implied, is made as to their accuracy or 

completeness. Neither Scotiabank nor any of its officers, directors, partners, employees or affiliates accepts any liability whatsoever for any direct 

or consequential loss arising from any use of this report or its contents. 

These reports are provided to you for informational purposes only. This report is not, and is not constructed as, an offer to sell or solicitation of 

any offer to buy any financial instrument, nor shall this report be construed as an opinion as to whether you should enter into any swap or trading 

strategy involving a swap or any other transaction. The information contained in this report is not intended to be, and does not constitute, a 

recommendation of a swap or trading strategy involving a swap within the meaning of U.S. Commodity Futures Trading Commission Regulation 

23.434 and Appendix A thereto. This material is not intended to be individually tailored to your needs or characteristics and should not be viewed 

as a “call to action” or suggestion that you enter into a swap or trading strategy involving a swap or any other transaction. Scotiabank may 

engage in transactions in a manner inconsistent with the views discussed this report and may have positions, or be in the process of acquiring or 

disposing of positions, referred to in this report. 

Scotiabank, its affiliates and any of their respective officers, directors and employees may from time to time take positions in currencies, act as 

managers, co-managers or underwriters of a public offering or act as principals or agents, deal in, own or act as market makers or advisors, 

brokers or commercial and/or investment bankers in relation to securities or related derivatives. As a result of these actions, Scotiabank may 

receive remuneration. All Scotiabank products and services are subject to the terms of applicable agreements and local regulations. Officers, 

directors and employees of Scotiabank and its affiliates may serve as directors of corporations. 

Any securities discussed in this report may not be suitable for all investors. Scotiabank recommends that investors independently evaluate any 

issuer and security discussed in this report, and consult with any advisors they deem necessary prior to making any investment. 

This report and all information, opinions and conclusions contained in it are protected by copyright. This information may not be 

reproduced without the prior express written consent of Scotiabank. 

™ Trademark of The Bank of Nova Scotia. Used under license, where applicable.  

Scotiabank, together with “Global Banking and Markets”, is a marketing name for the global corporate and investment banking and capital 

markets businesses of The Bank of Nova Scotia and certain of its affiliates in the countries where they operate, including, Scotiabanc Inc.; Citadel 

Hill Advisors L.L.C.; The Bank of Nova Scotia Trust Company of New York; Scotiabank Europe plc; Scotiabank (Ireland) Limited; Scotiabank 

Inverlat S.A., Institución de Banca Múltiple, Scotia Inverlat Casa de Bolsa S.A. de C.V., Scotia Inverlat Derivados S.A. de C.V. – all members of 

the Scotiabank group and authorized users of the Scotiabank mark. The Bank of Nova Scotia is incorporated in Canada with limited liability and is 

authorised and regulated by the Office of the Superintendent of Financial Institutions Canada. The Bank of Nova Scotia is authorised by the UK 

Prudential Regulation Authority and is subject to regulation by the UK Financial Conduct Authority and limited regulation by the UK Prudential 

Regulation Authority. Details about the extent of The Bank of Nova Scotia's regulation by the UK Prudential Regulation Authority are available 

from us on request. Scotiabank Europe plc is authorised by the UK Prudential Regulation Authority and regulated by the UK Financial Conduct 

Authority and the UK Prudential Regulation Authority.  

Scotiabank Inverlat, S.A., Scotia Inverlat Casa de Bolsa, S.A. de C.V., and Scotia Derivados, S.A. de C.V., are each authorized and regulated by 

the Mexican financial authorities.  

Not all products and services are offered in all jurisdictions. Services described are available in jurisdictions where permitted by law. 

Visit our website at scotiabank.com/economics | Follow us on Twitter at @ScotiaEconomics | Contact us by email at scotia.economics@scotiabank.com 

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics

