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CIBC’s share of the SME market plummeted during the past 20 years while
Scotiabank and credit unions increased their foothold. When it comes to
how well banks are doing in serving the SME sector, size of business does
matter. Credit unions dominate in serving the smallest businesses, while
HSBC shows the greatest strength among larger firms. CIBC fares the
poorest in overall service with the exception of larger firms; this may help
explain their drop in total market share in the SME segment.

Introduction

For small and medium-sized businesses
(SMEs), obtaining financing and other banking
services at affordable rates and fair terms
and conditions has never been easy. It has
been well documented that the smaller the
business, the bigger the challenge. Last year,
this challenge was exacerbated with the most
severe global financial and economic crisis in
decades. While the impacts on the Canadian
economy were not as severe as other
economies, SMEs in Canada had to hold
strong in times when banks and other
lenders tightened credit availability.

The importance of this issue cannot be
overstated. Financing is an essential part of
operating any business. Without sufficient
access to financing, the staying power of the
business and its potential for growth is
jeopardized. In addition, SMES require many
other banking services such as account and
deposit services, payroll processing, credit
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and debit cards, and savings to meet both
their short- and long-term goals, as well as
operate their business. Given that the SME
sector is the major source for jobs, economic
output, and community development, the
Canadian economy will also be compromised
if banks and other lenders do not serve the
SME market to the best of their ability.

How good or bad a job are the banks doing in
serving the financing and banking needs of
their small and mid-sized business clients?
The answer is in this report. Based on survey
results from 12,124 business owners, this
report provides a unique information base
for business owners, bankers and public
policymakers on banks’ individual
performances in the SME market. By going
directly to SME owners and asking them to
rate their level of satisfaction with the
services received from their bank, CFIB is
able to provide a rating of the banks and
other lending institutions based on the view
of their actual clients.
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To provide some historical insight into
banks’ performance in servicing the SME
sector, market share trends are provided for
the past 20 years, 1989 to 2009. Striking
trends have appeared in bank shares of the
SME market, particularly among two major
banks that have lost significant market share.

The report also provides a wealth of
additional information on financing. How
many SMEs applied for credit financing? How
many SME loan applications were accepted or
rejected? What was the cost and size of the
loan? Are businesses of different sizes and in
different sectors served differently by banks?

This report serves as a valuable tool for
banks to improve the way they treat their
SME clients. Those banks that embrace these
findings will gain a competitive edge and
profitability; those that do not will miss an
opportunity.

Bank Market Shares

The past 20 years have seen some significant
trends among the major players’ presence in
the SME market. Without a doubt, the most
important trend is the plummeting market
shares of CIBC, National Bank, and Royal
Bank. CIBC is the biggest loser, almost
reducing its strong foothold of the SME
market in half (see Figure 1). In 1989, for
example, CIBC commanded the second
highest market share at 19.3 per cent (see
Table 1). Throughout the next two decades,
CIBC’s share followed a strong downward
trend, ending with the sixth largest share at
10.1 per cent. Royal Bank still commands the
largest share, but its grip hold of the SME
market has weakened, falling from a 24.3 per
cent in 1989 to 18.3 per cent in 2009.
National Bank also experienced a drop in
market share. This is significant given that
National Bank operates mostly in Quebec.

These findings should be viewed as
troublesome, especially for CIBC and Royal
Bank, and worrisome to SME borrowers and
policymakers. What used to be the two most
prominent market share leaders at a
combined 43.6 per cent, have settled for a
combined share of 28.4 per cent. This raises
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questions as to whether these two major
institutions have intentionally adopted a
domestic strategy that focuses less
importance on the SME market.

The biggest change during the past 20 years
is with credit unions and Scotiabank, with
respective gains of 96 per cent and 74 per
cent. In terms of absolute change, this
corresponds to a 6.9 percentage point
increase for Scotiabank and a 5.2 percentage
point gain for credit unions. TD Canada Trust
added 2.8 percentage points to their share
during this period, albeit this is due in part to
TD Bank’s acquisition of Canada Trust in
2001. Caisses populaires’ share increased 1.6
points while, the Bank of Montreal’s share
edged up by just half a percentage point.
National Bank lost 1.5 points.

Figurel:

1989-2009 Change in SME
Market Share, by Bank (%)

Loss

CIBC 48%
National Bank 29%
Royal Bank 25%

Gain

Credit union 96%
Scotiabank 74%
TD Canada Trust 22%

Caisses populaires 20%
Bank of Montreal 5%
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