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Chart 1: Firms have seen some improvement in sales growth

Overview over the past 12 months...
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The Business Outlook Survey summarizes interviews conducted by the Bank’s regional offices with the senior management of about 100 firms selected
in accordance with the composition of Canada’s gross domestic product. The survey’s purpose is to gather the perspectives of these businesses on
topics of interest to the Bank of Canada (such as demand and capacity pressures) and their forward-looking views on economic activity. Additional
information on the survey and its content is available on the Bank of Canada’s website. The Summer 2013 survey was conducted from 21 May to

138 June 2013. The balance of opinion can vary between +100 and -100. Percentages may not add to 100 because of rounding.

The opinions expressed are those of the respondents and do not necessarily reflect the views or policies of the Bank of Canada. The method of sample
selection ensures a good cross-section of opinion. Nevertheless, the statistical reliability of the survey is limited, given the small sample size.
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Nonetheless, expectations regarding the economic out-
look remain muted. Firms continue to express concerns
about the prospects for domestic demand. While many
firms note that gradually improving U.S. demand bodes
well for their sales outlook, they generally expect U.S.
growth to be slow over the next 12 months and competi-
tive conditions in the U.S. market to remain intense.

Businesses expect to increase their investment in
machinery and equipment over the next 12 months,
although the balance of opinion is marginally lower than
in the previous survey (Chart 3). Many firms continued
to indicate that economic uncertainty has caused them
to delay some current or future projects, or to manage
risks by targeting new or different segments of demand
or choosing investments with smaller capital outlays.

The balance of opinion on employment intentions is
positive and, though little changed from the spring
survey, it has gradually increased since the autumn 2012
survey (Chart 4). A number of firms noted that, given
their expectations about demand, they expect to make
only minor changes to their workforces over the next

12 months.

Pressures on Production Capacity

Capacity pressures moved up in the summer survey,
owing to a modest increase in the number of firms indi-
cating that they would face “some difficulty” in meeting
an unexpected increase in demand (Chart 5). This
increase follows a period in which a number of firms
indicated that they were choosing to utilize existing cap-
ital more intensively over the near term and delay some
expansion projects, owing to uncertainty regarding

the timing of a strengthening in the outlook for growth.
Reports of capacity pressures were concentrated in the
goods sector.

Chart 3: The balance of opinion on investment is little
changed but has edged down slightly...
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Chart 5: Capacity pressures are modestly higher...

How would you rate the current ability of your firm to meet an unexpected
increase in demand?
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The percentage of firms reporting that labour short- ]
ages are restricting their ability to meet demand is little ~ Chart 6: ...yet labour shortages remain subdued
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N\N The summer 2006 results are not strictly comparable with those of the
other surveys, owing to a difference in the interview process for that survey.

Prlces and Inflatlon Chart 7: Firms expect input prices to increase at about the
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Inflation expectations eased further in the summer
survey (Chart 9). While the vast majority of firms
continue to expect inflation to be within the Bank’s

1 to 3 per cent inflation-control range, the percentage
of firms expecting inflation to be in the bottom half of

that range has gradually edged up over recent surveys.

A number of firms cited the current lack of inflationary
pressures and the slow-growth environment as factors
driving their expectations.

Credit Conditions

The balance of opinion on credit conditions is essentially

zero and indicates no change in credit conditions over
the past three months (Chart 10). Firms citing easier
credit conditions were typically large firms.

Chart 9: Inflation expectations remain concentrated within
the Bank’s inflation-control range

Over the next two years, what do you expect the annual rate of inflation to be,
based on the consumer price index?
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Chart 10: Credit conditions were little changed over the past
three months
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Over the past three months, how have the terms and conditions for obtaining
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