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The results from the latest Quarterly Business Report reiterate the robust nature 
of our regional economy. In spite of great political and economic uncertainty, the 
report reveals that service and manufacturing firms maintained impressive growth 
levels across domestic and international channels. The findings also demonstrated 
an understandable level of caution around investment plans for capex and training. 
Nevertheless, it was heartening to see local businesses displaying a healthy level of 
optimism around turnover and profitability projections for the rest of 2017.

With formal Brexit discussions underway, the Government is entering into its most 
important negotiation in a generation off the back of a remarkable 12 months 
which has culminated in a hung Parliament following a snap General Election. 
Anecdotal evidence from our members suggests that the Government has done 
little in recent times to bolster business confidence. We will be urging politicians 
across the political spectrum to put rivalries to one side to ensure they promote the 
economic wellbeing of the nation and formulate a policy programme which fosters 
entrepreneurialism and allows our businesses to reach their full potential. 

From a local perspective, the election of the first West Midlands Mayor was also a 
watershed moment for the region. We will be working closely with Andy Street to 
ensure the needs of the business community are effectively represented and we 
will offer our support in fulfilling his ambitions to make the West Midlands the best 
possible place to do business.
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One year on from the Brexit referendum result and notwithstanding an inconclusive 
General Election, business confidence in the region remains buoyant, although 
second quarter QBR data indicates some easing from previous highs.  This is 
reflected across the survey results, where businesses report continued strong 
performance but below those felt previously. Whilst exporters have benefitted from 
the depreciation of Sterling, stronger demand was recorded within the domestic 
market, with the majority of firms anticipating that this will be sustained over the 
course of the next year as order-books are strong.  Although, price pressures 
remain a concern, apparently driven by a combination of higher import costs and 
tightening labour market conditions, slightly fewer respondents reported inflationary 
conditions as a major concern. 

Service sector enterprises reported continued strong activity, although new 
orders over the forthcoming year have eased compared to the previous quarter.  
Additionally, there has been a noticeable uptick in the number of companies 
reporting recruitment difficulties, with firms concentrating on attracting skilled 
professionals. Less than a third of service companies were reporting to be operating 
at capacity. 

The softening of performance, although still robust, was more evident amongst 
manufacturing respondents. Of concern was the weaker prospects anticipated in 
merchandise export markets, with actual manufacturing sales slipping from the 
previous quarter.  Over two-fifths of manufacturing respondents were reporting that 
they were operating at capacity. Access to skilled technicians and raw material costs 
remained concerns for the sector.

The Greater Birmingham Chambers of Commerce’s Quarterly Business Report offers 
an up to date snapshot of the performance of the Greater Birmingham business 
community. It is the most comprehensive regular report of its kind in the city-region. 
Underpinning our report is data gathered from quarterly surveys on key indicators 
such as sales, exports, investment intentions and the workforce. The Greater 
Birmingham Quarterly Business Report launched in 2016, succeeding the previous 
Quarterly Economic Survey Report.

The Chambers survey businesses across the Greater Birmingham Chambers area 
which includes Birmingham, Solihull, Sutton Coldfield, Lichfield & Tamworth, 
Cannock Chase and Burton-on-Trent. Balance figures are determined according to 
business responses to the indicators: an increase multiplied by one), remain constant 
(multiplied by 0.5), decrease (multiplied by 0).
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Q2 saw the domestic demand balance fall 
slightly by 2 points to 67, returning to the level 
seen at the end of last year.  

15% of firms reported decreased domestic sales, up from the 13% 
recorded last quarter. Further variations emerged from a sector 
perspective, with 49% of service firms reporting an increase in their 
UK sales (a similar figure to Q1 2017) whereas 19% of manufacturers 
saw a drop in their domestic sales, up from the 11% noted in the 
previous quarter. Perhaps reflective of the uncertainty which is 
currently permeating the commercial sphere, firms in both sectors were 
forecasting a drop in domestic sales in the next 3 months. The combined 
sectoral balance score for advanced orders came in at 65, an 8 point 
decrease from the last quarter, but still the joint highest total posted 
since Q2 2014.

With steady increases in the levels of inflation and tightening credit 
availability for SMEs, it was perhaps inevitable that price increases 
would feed into supply chains. In turn, this would exacerbate downward 
pressure on real incomes and squeeze consumer spending, a key driver 
behind UK economic growth. In such unstable political conditions, 
the Government must not deviate from its pledge to strengthen the 
foundations of the economy – in particular, delivering on the Industrial 
Strategy which will stress the importance of infrastructure investment 
and boost productivity across the country as a whole.
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Balance
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37%


15%

The price balance saw a welcome 6 point fall in 
Q2, halting a year-long trend.  

33% of firms in both sectors expected their prices to go up in the next 3 
months, a 9% drop from the 42% recorded in Q1. A greater percentage of 
firms in both industries expected their prices to remain static in the near 
future, which led to a reduction in the overall balance score. Potentially, 
these figures could be attributed to the fact that most local businesses 
have now adjusted their pricing and cost bases in order to adapt to the 
lower value of the pound. 

26% of firms in both sectors reported competition as the biggest 
concern they were facing around their business output, followed 
closely by apprehensions over exchange rates and business rates: both 
longstanding factors which have been cited as barriers to growth. For 
companies that are worried about the impact that currency fluctuations 
will have on their future international trading relationships, our foreign 
exchange partner Rational FX are on hand to offer advice on how to 
mitigate risks associated with fluctuating currency values. 

PRICE PRESSURES & EXTERNAL FACTORS

TURNOVER

Balance
 6 Points


33%


63%

3%



The balance of firms looking to add to their 
workforce fell by 4 points in Q2, reflective of 
tightening recruitment conditions recorded 
since the start of the year.  

Overall, the percentage of firms recording an increase in headcount 
fell from 32% to 27%, whereas a greater number of businesses saw 
recruitment levels remain constant – 62% compared to 60% recorded 
in the last quarter. Firms in both sectors experienced greater difficulties 
in hiring staff, with 27% of manufacturers struggling to find candidates 
with the right technical background (a 12% increase from Q1). 42% of 
service companies faced problems in employing people with the required 
professional and managerial skillset. Continuing a year-long trend, this 
suggests that on-going skills gaps are still hampering productivity and 
ultimately exerting a downward pressure on wage growth.

A contrasting picture emerges from a national perspective. Across the 
UK as a whole, the ONS has listed the employment rate at 74.8%, the 
highest level logged since 1971. However, at a regional level the Labour 
Market statistics for February to April saw unemployment levels increase 
by 0.3% and employment fall by 0.5%. Now is the time for the various 
stakeholders across the West Midlands to work together to deliver a clear 
skills vision which takes into account the specific requirements of the 
business community. 

WORKFORCE & RECRUITMENT

WORKFORCE

Balance
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27%


62%

11%

Export demand saw a marginal drop off in Q2, 
countering a recent upward trend over the 
previous two quarters. 

A healthy balance score of 62 was posted as the lower value of the pound 
continues to make local firms’ goods and services attractive to overseas 
companies, coupled with the strengthening of the Eurozone and US 
economies. Overall, 35% of companies saw an increase in export sales 
(a 3% increase from the last quarter). However, this was offset by 10% of 
businesses noting that their export demand had fallen, up from the 5% listed 
in Q1 which consequently led to a reduction in the overall balance score. 

Sectoral variations were more pronounced. Export sales improved for 
local service firms, and the manufacturing sector recorded a slower rate of 
growth. 41% of manufacturers listed an increase in their export demand, 
down from the 45% recorded in the previous quarter. Furthermore, export 
projections in both quarters levelled off, with a combined balance score of 
59 registered; this was slightly down from Q1 but still one of the highest 
totals recorded in the last 3 years. With Brexit negotiations underway, the 
GBCC welcomes the West Midlands Mayor’s pledge to make the region 
the Free Trade Capital of Britain. In light of this objective, the Greater 
Birmingham International Hub will be on hand to ensure local firms are 
primed to take advantage of deepening ties in emerging overseas markets.
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For the second quarter running, the balance 
figure for business investment remained at 
56 as confidence amongst our firms remains 
resilient. 

The capital expenditure balance varied amongst the sectors – it remained 
at 55 for service sector firms, whereas manufacturers reported a five 
point drop (down from 62 to 57). In addition to this, the combined 
sectoral balance score figure for investment in training saw a reduction 
with a figure of 57 recorded (a fall of 6 points from the last quarter). 
Given the sustained period of instability, it was perhaps no surprise to see 
local firms putting plans to increase investment on hold as they wait to 
assess the potential economic effects which might emerge from the start 
of formal Brexit negotiations. 

Despite more subdued investment levels, business confidence remains 
high amongst local firms. 67% of manufacturers and 68% of service firms 
predicted their turnover will increase in the next 12 months. However, 
firms were less optimistic around profitability projections this quarter. A 
healthy balance score of 70 was registered for the two sectors combined 
– a drop from last quarter’s record high of 79.

BUSINESS INVESTMENT & BUSINESS CONFIDENCE

CAPEX

Balance
 0 Points


27%


58%


15%
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Chamber Comment 

In such extraordinary times, the country needs 
extraordinary vision and leadership to steer us 
through the most challenging negotiations.

Despite the air of uncertainty which has shrouded the political realm, 
it was pleasing to see that local firms had maintained relatively high 
levels of domestic and international trade. It was also reassuring that 
firms across the region expect their cost pressures to ease, despite the 
strain of higher levels of inflation and the continuing fallout from the 
depreciation of sterling. However, the latest Quarterly Business Report 
also showed that companies were operating with a degree of caution, 
particularly when it came to investment decisions around capital 
expenditure, recruitment plans and funding for training. Undoubtedly, 
a hung Parliament will create further instability for the business 
community as it will magnify the complications caused by currency 
fluctuations, greater borrowing and sluggish wage growth. 

Working closely with the British Chambers of Commerce, we will be 
pressing the Government to demonstrate its commitment to articulating 
a clear vision around securing the best possible Brexit deal for the 
business community and one that will be bring prosperity to the country 
as a whole.  



Quarterly Business Report 
If you have any further questions on the report please contact  
Raj Kandola on  0121 607 1814 or r.kandola@birmingham-chamber.com 
For more information go to www.birmingham-chamber.com

About GBCC

The Greater Birmingham Chambers of Commerce (GBCC) is a membership-led, business 
support organisation that has acted as the voice of local businesses since 1813. Today, we 
continue to connect, support and grow local businesses.

We are one of the largest Chambers in the country with more than 2,500 member companies 
covering six geographic areas across the region (Birmingham, Burton, Chase, Lichfield and 
Tamworth, Solihull and Sutton Coldfield) and three themed divisions (Asian Business Chamber 
of Commerce, Future Faces, and the British American Business Council).

Members range from young professionals to SMEs and large, high profile organisations, 
including 36 Chamber Patrons comprising companies such as Mondelez International, Jaguar 
Land Rover and The NEC Group.

About Birmingham City University

Birmingham City University is a dynamic, business-engaged institution. As a substantial 
employer with over 2,000 staff and through the provision of graduate talent, research and 
knowledge transfer, we contribute around £180 million to Birmingham’s gross domestic product 
(GDP).

The university works with in excess of 5,000 businesses, regionally, nationally and 
internationally, with our courses informed by Industry Advisory Boards, where information 
about business needs are reviewed and skills challenges are discussed. In 2015 we launched 
Advantage, the business growth service from Birmingham City University enabling 
organisations and individuals to get connected with knowledge, skills and money in business, 
innovation and enterprise. 

We have extensive sector linkages providing detailed intelligence and input into future 
innovation, driving thinking around smart specialisation, the creative economy, advanced 
manufacturing and health-related life sciences. Through our work with partners such as 
the GBS LEP, WMCA, Science City, and Creative City Partnership, we take a lead on cross 
innovation, design and climate change. Innovation is at the core of our work. Working in 
partnership is at the core of our approach to business.

Join the Conversation 

Join the conversation by following at @grbhamchambers and using #GBCCQBR
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