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Highlights

$140.5B

in investments are
planned by small and
mid-sized businesses,
2.9% more than

last year, mainly to
support their growth.

A

Higher-than-expected economic growth last year will fuel business
confidence in 2018.

Overall, small and mid-sized businesses plan to invest $140.5 billion,
2.9% more than last year, mainly to support their growth.

Most of the upswing in investment intentions is due to an increase in
plans to acquire businesses. In other asset categories, spending will
rise for intangible assets (such as intellectual property, research and
development, and employee training) but decline for tangible assets
(such as machinery and equipment, vehicles, computer hardware, and
non-residential construction).

By region, British Columbia and the territories, Alberta, and Quebec
have the most positive investment outlooks. There has been a slight
downtick in investment intentions in Ontario, while other regions show
greater declines.

Worker shortages and liquidity constraints will limit small business
investments in 2018.

Close to half of mid-sized businesses, those with 100 to 499 employees,
plan to invest to increase automation in their operations. By comparison,
only a quarter of small businesses, those with one to 99 employees,
plan to make this kind of investment.

More than a quarter of businesses plan to seek a loan to finance their
investments, mostly from a traditional financial institution, such as a
Canadian chartered bank or a credit union.

Close to one in 10 businesses in the technology sector plan to get

a loan through an alternative financing source, such as crowdfunding
or online lenders. These types of financing remain marginal in other
sectors, with fewer than one in 50 business owners planning to

use them.

bdc.ca - Business Development Bank of Canada - Investment Intentions of Canadian Entrepreneurs: An Outlook for 2018 1



Introduction

The more an Why business investment matters
9ntreprgneyr Investment by small and mid-sized businesses is critical to the
Invests In h|s or health of the Canadian economy. These companies account for
her business, the makes an important contrbation to sconomic growth, Small
more produc.:t.lve business investment also strengthens and modernizes Canada’s
and com petltlve production capacity, boosting both productivity and wages.

it becomes. Our study shows that businesses that invest more experience

stronger growth. Put simply, the more an entrepreneur invests
in his or her business, the more productive and competitive

it becomes. One of the most important benefits of higher
productivity is that firms can offer higher wages and benefits
to attract and keep the best employees. Without skilled and
motivated personnel, firms can’t operate efficiently and grow.

To get a full picture of what 2018 will look like in terms of small
business investment, BDC asked more than 4,000 business
owners about their investment plans for the coming year. This
report summarizes their views on how much they intend to
invest, their motivations for investing and the factors that may
change their plans.

This study provides insights for both entrepreneurs and decision
makers. Besides presenting statistics on investment intentions,
it looks at the challenges entrepreneurs must overcome to
invest in their businesses. Business owners may wish to use the
results to benchmark their company’s investment level against
those of other companies in their region.

We are pleased to present our third annual report on
entrepreneur investment intentions. We trust you'll find this
study useful.

1 Innovation, Science and Economic Development Canada (ISED), Key Small Business Statistics—
June 2016 (Ottawa: ISED, June 2016).
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Business investment, or capital spending, is money a
What do business spends to buy tangible or intangible assets.

we consider

business
investment?

Tangible assets are the machinery, equipment and materials

workers use in their jobs, and the buildings where production takes place.

2

Intanglble assets are non-physical things—such as intellectual
property, software, and research and development—that businesses
depend on to prosper in a modern economy. Intangible assets also include
investments to improve worker skills.

$

?:_E_l

Business acquisitions are another form of investment.

A business may purchase a supplier or a customer to leverage economies
of scale and secure access to inputs; or it may buy a rival to expand its
market share. A business may even buy a company to get its technology
or its key employees and their know-how.

Business investment excludes the purchase of shares, bonds and other
securities. It also excludes residential investments.
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Business

outlook
for 2018

74°
(o]
of business owners

plan to invest in their
businesses in 2018.

Improved business outlook
boosts confidence, hiring and
investment intentions

Last year, the Canadian economy grew at an exceptionally strong pace.
According to the most recent estimates, the economy grew by 3.0% in
2017, compared to only 1.4% in 2016.2 Indeed, the performance of the
economy was strong enough to allow the Bank of Canada to increase
interest rates for the first time in seven years. Economic growth is expected
to continue this year, albeit at a slower pace.

The improved economy is encouraging many entrepreneurs to invest. Sales
were higher in 2017 and most business owners expect revenue to continue
to increase this year. A third of entrepreneurs in our survey plan to hire new
employees in response to strong demand, and three-quarters intend to
invest in their businesses (Figure 1), mainly to support growth and increase
the value of their businesses (Figure 2).

Figure 1 - Improved outlook boosts entrepreneur confidence

) VD

W 72% W 34% W 74%

of business owners of business owners of business owners
anticipate sales growth plan to hire new plan to invest in their
in 2018 employees in 2018 businesses in 2018

Source: SOM, Investment Intentions Survey, 2017. Base: All respondents (n = 4,019).

2 GDP will grow by 3.0% in 2017 and 2.2% in 2018, based on an average of the most recent
forecasts by the Canadian chartered banks and the Desjardins Group as of December 11, 2017.
Figures for 2016 come from Statistics Canada.
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Sustaining your growth

Increasing the value of your business

Keeping pace with your competitors
Differentiating your business from the competition
Replacing obsolete equipment

Diversifying your product or service offering
Expanding geographically

Automating your business

siness Devel

Figure 2 — Business owners invest to support their growth

Do the following objectives explain your choice of investments

in Canada in 2018?
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. Somewhat . A little

. Do not know/not applicable

Source: SOM, Investment Intentions Survey, 2017. Base: Businesses that intend to invest in 2018

(n=23,293).
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Acute labour
shortages and
liquidity constraints
will limit the ability
to invest.

Lack of qualified personnel

Lack of funds generated by the business

Risk associated with investment projects
Lack of government assistance

Lack of confidence in the Canadian economy
No need to invest

Lack of confidence in the world economy

Difficulty in obtaining financing

What prevents small and mid-sized
businesses from investing?

Our survey suggests that acute labour shortages will limit the ability

of many entrepreneurs to invest (Figure 3). The lack of skilled workers
has been a major issue every year since we began publishing our survey
of investment intentions three years ago. (See page 7 for a detailed
discussion of the issue.)

Many business owners also told us that liquidity constraints and risks
associated with their investment projects will limit their ability to invest in
2018. In this regard, it’s important to note that the majority of businesses
fund their capital spending with their own cash,® which could partly explain
their liquidity concerns.

However, despite recent interest rate hikes, credit conditions remain
favourable. Rates are still low by historical standards and abundant credit is
available to small and mid-sized businesses that want to make investments.
In fact, difficulty in finding financing is at the bottom of the list of factors
restricting investment among the entrepreneurs we surveyed (Figure 3).%

Figure 3 - Difficulty in finding skilled staff discourages owners
from investing more

Will the following elements restrict your investments in 2018?

plo] 26 18 36
16 24 21 38
1" 28 23 37
9 24 23 43
13 15 18 54

Percentage of businesses

. A lot . Somewhat . A little

. Not at all Do not know/not applicable

Source: SOM, Investment Intentions Survey, 2017. Base: All respondents (n = 4,019).

@

Money for investment is usually drawn from a business’s working capital, retained earnings,
contributions from a parent company or the personal savings of shareholders.

Still, a third of businesses report cancelling or postponing investment projects for 2018 due to
difficulty in obtaining financing. These are usually small businesses that are growing rapidly or are
oriented toward foreign markets. Any viable project cancelled because of a difficulty in obtaining
financing represents a lost economic opportunity for Canada.

N

6 bdc.ca - Business Development Bank of Canada - Investment Intentions of Canadian Entrepreneurs: An Outlook for 2018



To better understand why entrepreneurs are having difficulty finding
skilled workers, we asked survey participants what they meant by “a lack

Explorlng of qualified personnel.”

For half of them, this refers to a mismatch between their labour needs
the s!‘ortage and the skills of workers in their region. In other words, workers lack the
of sk“led jcechnical _skills, VYOFK experie_nce or specialized training to start working

k in the business right away (Figure 4).
or a third of the entrepreneurs, there just aren’t enough suitable
WOrkKers For a third of th here | ’ h suitabl

employees to hire in their region. This problem is more acute in rural
Quebec and Nova Scotia, where a higher proportion of entrepreneurs face
chronic labour shortages. Larger businesses are also more likely to face
this problem.

What’s more, the shortage of skilled labour is getting worse because of
Canada’s aging population. The labour pool is growing more slowly or even
shrinking in some regions. This reality will likely last for decades to come.

For example, a BDC client in the seafood processing business in Nova
Scotia suffers from a chronic labour shortage, lacking 25 to 30 employees
every day at its two processing plants. This is a major challenge for
Riverside Lobster and its expansion plans. Read the full story, including
the strategies the owner is using to deal with the problem, at www.bdc.ca/
riversidelobster.

Figure 4 — Of businesses facing labour constraints, half say
they’re due to a mismatch between their needs and
worker skills in their region

Is the lack of qualified personnel mainly due to...?

33% Shortage of workers in the region
19% Lack of technical skills

18% Lack of work experience

15% Lack of specialized training

1%  Too high wage or other demands

3% Other

1% Do not know/not applicable

52%
Mismatch between the business’s
needs and worker skills in
the region

Source: SOM, Investment Intentions Survey, 2017. Base: Respondents who are restricted somewhat
or a lot by the lack of qualified personnel (n =1,844).
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Buying a business
is a good way to
generate growth.

Overview of

investment intentions
in 2018

Acquisition plans lead investment
intentions for 2018

Overall, small and mid-sized businesses plan to spend $140.5 billion

in 2018. This represents a 2.9% increase over what entrepreneurs spent in
2017, with most of the gain coming from business acquisitions (Figure 5).
The upturn in acquisitions is spread across all regions and sectors. With
the economy shifting into higher gear, buying a business is a good way to
generate growth, especially in a maturing Canadian economy characterized
by an aging population and slower economic growth.

With an increasing number of entrepreneurs looking to retire in the next
five years, there will be more opportunities to buy a business. In fact, a pair
of recent BDC studies found that the next few years will be an excellent
time to buy and sell businesses.®

5 BDC, The Coming Wave of Business Transitions in Canada (Montreal: BDC, September 2017) and
BDC, What Do Buyers Look for When Purchasing a Business? (Montreal: BDC, November 2017).
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Figure 5 — Business acquisitions lead investment intentions
for 2018

How much money have you invested in 2017 and will you invest in 2018?

B 207 B 20 557 544

32.8
27.9
18.9 187 204
10.6
10.0 107 88 85
Investment ($ in billions) I l I . .
Acquisition of Training of Intellectual Computer Machinery, Non-
a business in employees property and hardware,* equipment residential
Canada (human capital) R&D software and and vehicles construction
e-commerce
| |1 |
— 3 @
Business Intangible Tangible
acquisition assets assets
[ 1T [
+79% +9% +7% -3% -15% -3%

Change compared with 2017

Source: SOM, Investment Intentions Survey, 2017. Base: All respondents (n = 4,019).

*Computer hardware is considered a tangible asset, while software and e-commerce are
intangible assets.
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$2.4B

planned increase

in spending on
intellectual property,
R&D and employee
training.

Spending on intangible assets to rise

Our survey indicates that entrepreneurs plan to increase spending on
intellectual property, R&D and employee training by a total of $2.4 billion
this year. However, this increase will be offset by a decline of $6.7 billion in
spending on machinery and equipment, vehicles, computer hardware and
software, e-commerce, and non-residential construction.

While declining spending on machinery and equipment and non-residential
construction might seem worrisome, it’s important to remember we are
coming off a year of exceptional growth. According to the Bank of Canada,
businesses invested aggressively at the beginning of 2017, but as the

year progressed, they scaled back their investment intentions, bringing
them closer to the historical average.® As mentioned above, we expect the
economy to maintain its momentum from 2017 well into 2018, although at a
slower, more sustainable pace. It’s likely investments in tangible assets will
follow the same trend.

At the same time, spending on intangible assets and human capital
remains strong, reflecting a long-term shift in the way Canadian businesses
invest. Indeed, Canadian entrepreneurs have increased their spending on
intangible assets every year since we began conducting our survey on
investment intentions in 2015 (Figure 6).” We see plans to invest more in
employee training across all regions and sectors, except in the Prairies,
where labour continues to be more available following the downturn in
commodity prices in 2016. Canadian business owners also plan to spend
more on intellectual property and R&D, although not all regions are
participating in the increase.

Figure 6 — Investment in intangible assets is on the rise

Investment in intangible assets, 2015 to 2017, and investment
intentions, 2018

39.6
37.5
24.4
] I

2015 2016 2017 2018

. Investment ($ in billions) . Investment intentions ($ in billions)

Source: SOM, Investment Intentions Survey, 2015, 2016, 2017. Base: All respondents (2015; n = 4,003)
(2016; n = 3,988) (2017, n = 4,019).

6 Bank of Canada, Business Outlook Survey — Autumn 2017 (Ottawa: Bank of Canada, October 16, 2017).

7 This finding is supported by Statistics Canada research that shows investment in intangible
assets has increased at a faster pace than investment in tangible assets over the last 30 years.
See: J.R. Baldwin, W. Gu and R. Macdonald, “Intangible Capital and Productivity Growth in
Canada,” The Canadian Productivity Review 29 (Statistics Canada catalogue no. 15-206-X).
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The only dark spot for intangible assets is a small decline in plans to
spend on computer hardware, software and e-commerce. These types
of investments are the foundation of a competitive, knowledge-based
economy. What’s more, shifting demographics and the rise of new digital
technologies are amplifying the need for businesses to invest in these
assets. With fewer skilled employees to hire over the next decades, many
businesses will have to increase the digitization and automation of their
operations to maintain their competitive edge.®

On this issue, mid-sized firms are clearly ahead of the curve. Nearly half of
them plan to spend money in 2018 to automate their business processes
(Figure 7). On the other hand, smaller businesses are far less aggressive
in their spending plans. They will have to increase their investments in this
area if they want to keep up with the competition.

Figure 7 — Half of mid-sized businesses plan to invest
to automate their activities

Percentage of firms investing to automate their activities

46
30
25 26 I
1to 5 to 20 to 100 to
4 employees 19 employees 99 employees 499 employees

Source: SOM, Investment Intentions Survey, 2017. Base: Businesses that intend to invest in 2018 (n = 3,293).
The number in bold indicates a statistically significant difference with a confidence level of 99%.

8 For an overview of how digital technologies are changing the business landscape and tips
on how to benefit from these changes, read BDC, Future-Proof Your Business: Adapting to
Technology and Demographic Trends (Montreal: BDC, October 2017). For a more specific
discussion of how digital technologies are changing operations in the manufacturing sector and
the level of digital technology adoption in Canada, read BDC, Industry 4.0: The New Industrial
Revolution (Montreal: BDC, May 2017).
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Businesses
that invest
more expect
to reap higher
sales growth

12  bdc.ca - Business Development Bank of Canada -

Entrepreneurs who plan to invest in their businesses are significantly more
likely to forecast higher sales in 2018, our survey data show (Figure 8).

As well, expected sales growth tends to increase with the amount of money
businesses plan to invest.

Thus, businesses expecting sales to grow by 20% or more plan to invest
significantly more, on average, than other businesses. Conversely, average
investment intentions are significantly lower for businesses expecting
stable or declining sales.

Figure 8 — Businesses with better growth forecasts are more
likely to invest

Percentage of businesses planning to invest in 2018 by revenue
growth expectations

Negative Stable orno Between O0.1% Between 5% Between 10% 20%
(less than 0%) growth (0%) and 4.9% and 9.9% and 19.9% or more

Expected revenue growth in 2018

Source: SOM, Investment Intentions Survey, 2017. Base: Respondents who provided an answer on
their gross revenue growth expectation (n = 3,819). Numbers in bold indicate a statistically significant
difference with a confidence level of 99%.
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Investment intentions,

by sector and region

Technology and
services: sectors in
which investment
intentions are highest.

Investment intentions, by sector

For 2018, investment intentions are higher in the technology and services
sectors, while remaining stable in manufacturing (Figure 9). The fact that
spending plans are stable among manufacturers is notable, considering
the headwinds they were facing at the time the survey was conducted.®
These included the appreciation of the Canadian dollar, interest rate hikes
and ongoing uncertainty over the renegotiation of the North American
Free Trade Agreement (NAFTA). Elsewhere, a slowdown in the housing
market and continuing weakness in commodity prices may be delaying new
projects in the construction and resources sector, at least in the short run.

Figure 9 — Investment intentions vary according to sector of activity

How much money have you invested in 2017 and will you invest in 2018?

Change compared with 2017

+7% +8% -14%

1 t 3

Investment ($ in billions)

96.0
89.6
18.4 18.4 216 185
71 78 .
L] - ]
Services Manufacturing Technology Construction

and
resources

B 207 l 20

Source: SOM, Investment Intentions Survey, 2017. Base: All respondents (n = 4,019).

9 The survey was carried out between August 1and September 26, 2017.
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Investment intentions, by region

Business owners in British Columbia, Alberta and Quebec have the most buoyant investment outlook, while those in other
regions of the country are less upbeat. Detailed regional statistics are presented in Annex A.

=% Business owners in British Columbia and the
territories and Alberta lead the way in terms of
planned spending growth, reflecting favourable
economic conditions in these regions. These two
economies are expected to grow the fastest in
2018. They are also the two regions where the
average investment per business is the highest in
Canada. Entrepreneurs in British Columbia and the
territories and in Alberta plan to spend $300,000
and $330,000, on average, respectively, in 2018.
By comparison, the average planned investment per
business in Canada as a whole is $280,000.

=» Quebec also has the wind in its sails, with the
economy growing by an expected 2.7% in 2017,
and unemployment at a record low. Accordingly,
entrepreneurs expect to boost investment by 11%
this year. However, Quebec entrepreneurs are in the
middle of the pack when it comes to their average
planned investment per business ($240,000). The
average planned investment per business is higher
in British Columbia, Alberta, Ontario and Manitoba.

-

Business leaders in Ontario plan to trim their
investments by 1% in 2018, despite economic growth
of 3.0% in 2017. Investment intentions will nonetheless
soar by an impressive 11% in the Greater Toronto Area,
while total spending in the rest of Ontario will fall by
8%. Ontario businesses plan to spend $290,000, on
average, in 2018.

Declining business confidence, liquidity constraints
and low consumer demand will cut business investment
in Manitoba and Saskatchewan by 15% and 26%,
respectively. A large part of the decline stems from
falling investment intentions in the export sector. The
average planned investment per business is $220,000
in Saskatchewan and $250,000 in Manitoba.

Weaker retail sales and housing starts, low or
declining employment growth, and the winding down
of large infrastructure projects in the Atlantic region
have depressed economic growth and hurt business
confidence. As a result, investment intentions for
2018 are down by 14%. The region also has the
lowest average investment intention per business

at $210,000.

Figure 10 - Investment intentions vary according to region

How much money have you invested in 2017 and will you invest in 2018?

Change compared with 2017

+17% +12%

1 L

Investment ($ in billions)

-22%

4

19.2 224 18.8 21.2
. 10.6 8.3
British Alberta Manitoba and
Columbia and Saskatchewan

territories

B 207 B 20

Source: SOM, Investment Intentions Survey, 2017. Base: All respondents (n = 4,019).

-1% +11% -14%

4 L

58.3 57.7
201 245
L] |
N |
Ontario Quebec Atlantic
provinces

14 bdc.ca - Business Development Bank of Canada - Investment Intentions of Canadian Entrepreneurs: An Outlook for 2018



Financing

investment

28%

of small and mid-sized
businesses plan

to request a loan

to finance their
investment projects.

A large majority of small and mid-sized businesses use their own cash
to pay for their capital investments.'® Just above a quarter of businesses
(28%) plan to request a loan to finance their investment projects in 2018.

Our survey indicates that traditional sources of financing, such as chartered
banks and credit unions, continue to be popular with owners of small

and mid-sized businesses (Figure 11). More than half of them plan to
request a loan from a bank, while 14% prefer to do business with a credit
union." A third of business owners in the Atlantic region plan to borrow from
government agencies, a proportion significantly larger than that in other
regions. Finally, alternative sources of financing, such as online lenders

and crowdfunding, remain marginal, despite heavy media coverage in
recent years.

Technology enterprises act
differently when it comes
to financing investments

Businesses in the technology sector are more likely to borrow from
alternative financing providers. Close to one in 10 entrepreneurs (8%)
report using alternative lenders, compared to one in 50 in other sectors.
Additionally, technology business owners are three times more likely to
seek financing from venture capitalists or angel investors than business
owners in other sectors are. This result reflects the fact that venture capital
markets focus heavily on the technology sector.

10 Seven business owners out of 10 said they can pay for their investment with the business’s own
cash, usually from working capital, retained earnings, a contribution from a parent company or the
personal savings of shareholders.

11 Alarger proportion of businesses in Quebec (28%), Manitoba (26%) and Saskatchewan (33%)
plan to borrow from credit unions, reflecting the larger market share these financial institutions
have in these provinces.

bdc.ca - Business Development Bank of Canada - Investment Intentions of Canadian Entrepreneurs: An Outlook for 2018 15



Figure 11 — Canadian chartered banks remain the most
popular source of financing among small and
mid-sized businesses

Will you request this loan from...?

. 54% A Canadian chartered bank
. 17% A government institution*
. 14% A credit union or caisse populaire
. 6% Private investors (e.g., venture capital investors, angel investors)
. 4% Do not know/not applicable
3% Family, friends or the business owners

. 2% Alternative sources of financing such as online lenders or crowdfunding

1% Other

Source: SOM, Investment Intentions Survey, 2017. Base: Respondents who plan to request

a loan to finance their investments (n = 943). Numbers may not add up due to rounding.

* These institutions include the Business Development Bank of Canada, Export Development
Canada, Farm Credit Canada, the Alberta Treasury Branch and Investissement Québec.
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Conclusion

The main reason
businesses are
investing is to sustain
their growth.

Investments by small and mid-sized businesses should reach $140.5 billion
in 2018, a 2.9% increase over what these firms spent on capital goods—
both tangible and intangible—last year. The gain comes from a large jump in
the number of entrepreneurs who intend to acquire businesses. Canadian
business owners also plan to increase the amount they invest in intellectual
property, research and development, and employee training. This shows
the growing importance of Canada’s knowledge economy. However,
investments in tangible assets should decline, as businesses collectively
cut their spending on machinery and equipment, non-residential
construction, and, to some extent, information technology. This reflects an
adjustment of the economy to a more sustainable growth rate in 2018.

The main reason businesses are investing is to sustain their growth.
Business confidence—as measured by the proportion of businesses
expecting sales to grow this year—is at its highest point in the last three
years, fuelled by the strong economy in 2017.

At the same time, labour shortages are an increasing problem for many
small businesses and will curb the investment intentions of many. Other
factors limiting the spending of entrepreneurs include a lack of liquidity

in the business and perceived risks associated with their investment
projects. Despite this, a majority of businesses continue to use their own
cash to invest and avoid taking on debt, even though borrowing conditions
continue to be favourable for entrepreneurs with growth on their mind.

Finally, only a quarter of small businesses are actively investing to
automate their operations, lagging behind larger companies. With the
advent of Industry 4.0 technologies and growing labour shortages in many
regions, Canadian businesses must invest to increase the digitization and
automation of their operations if they want to remain competitive in a fast-
changing economy.

bdc.ca - Business Development Bank of Canada - Investment Intentions of Canadian Entrepreneurs: An Outlook for 2018 17



Annex A

Detailed regional outlook

British Columbia

Canada . Alberta
and territories

Number of small and mid-sized businesses

Total number of businesses 507,123 75,701 64,470

Share of total (% of Canada) 15% 13%

Investment intentions

Average investment per business $280,000 $300,000 $330,000

Median investment $40,000 $50,000 $60,000

Business outlook

Proportion of businesses expecting revenue
growth in 2018

Hiring intentions in 2018
(% of businesses)

Rationale for investing or not investing

Top three objectives for investing [ B R

(% of respondents who said “a lot”
or “somewhat”) e ... ... e

Canada’s
(56%)
Top three ObStaCIeS tO inVeSting ...................................................................................................

(% of respondents who said “a lot” 4
Or “someWhat”) e B 1

Source: SOM, Investment Intentions Survey, 2017.
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Saskatchewan Manitoba Ontario Atlantic provinces

22,494 13,760 195,762 103,676 31,260
4% 3% 39% 20% 6%
$220,000 $250,000* $290,000 $240,000 $210,000
$40,000 $40,000 $40,000 $20,000 $30,000

staff (46%)

omy (40%)

(33%) (40%)

* Coefficient of variation between 16.5% and 20.0%. Use with caution.
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Annex B

Survey methodology

We asked the research firm SOM to conduct a telephone survey of 4,019
business owners with one to 499 employees. The survey was carried out
between August 1 and September 26, 2017. Non-proportional, stratified
sampling was used to obtain a sufficient number of respondents in

each region of the country and in each group of firms, based on their
size and industries. The results were then weighted according to the
region, business size and industry to ensure they were representative of
businesses in Canada.

The maximum sampling error for all respondents is 2.0%, 19 times out of
20. All statistics presented have a coefficient of variation of 16.5% or less,
unless otherwise stated.

Caution regarding
forward-looking statements

This paper contains forward-looking statements about future events. In

this context, the forward-looking statements pertain to our forecasts of the
future business and financial performance of small and mid-sized Canadian
businesses. These statements contain terms such as “wants,” “anticipates,”
“expects,” “intends,” “plans,” “has the intention,” “believes,” “could,” “should”
and “would be.” By their very nature, forward-looking statements cover
topics that can, to varying degrees, be uncertain.

» o«

Various risks and uncertainties could substantially change the results
presented in this report. Those risks include, without being limited to, the
performance of industries and firms, the impact of a change in regulation
or policy, the performance of the national or international economy,

and any other regional, national or international change, including
changes of a political or economic nature, or changes related to the
business environment.

All the information contained herein is verified to the best of our ability and
constitutes our judgement at the time of publication; it does not constitute
general or specific financial, legal, tax or accounting advice of any kind. This
report is based on data collected between August 1 and September 26,
2017, and any error or omission is not BDC’s responsibility. Readers bear
sole responsibility for any use they may make of this information.
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