
Connect. Support. Grow.

Q3 | 2017

Quarterly  
Business  
Report



Paul Faulkner

Chief Executive
Greater Birmingham   

Chambers of Commerce

The Quarterly Business Report for Q3 revealed an underlying confidence amongst 
local firms. In particular, the data showed that businesses in the region have seen 
strong levels of growth maintained at home and abroad, despite the uncertainty 
emanating from Brexit negotiations. We also saw investment and recruitment 
volumes follow a similar path to the previous quarter, however, it was concerning 
to see the increased level of difficulty that manufacturers faced in accessing the 
right talent. Despite the unease, it was notable that our businesses still expect their 
profits to increase over the next 12 months. 
Recent developments across the region have also added to an air of prevailing 
optimism. These include Birmingham being chosen as England’s candidate to host 
the 2022 Commonwealth Games and the announcement that Transport for West 
Midlands is pressing ahead with plans to invest £3bn into improving the region’s 
transport networks. All of this points to greater prestige for the West Midlands 
on the international stage and the region becoming an even better place to do 
business. 
However, we must not lose sight of the fact that firms are still anxious around the 
fallout from leaving the EU and the impact it might have on their output. Recent 
trade data revealed that the UK deficit in the trade of goods with non EU countries 
widened over the summer. Having recently visited Bursa in Turkey and accompanied 
the Mayor on a recent trade mission to Toronto, it is clear that nations across the 
globe recognise the potential we possess in our region. It is up to businesses and 
the Government to ensure they are harnessing these relationships to allow our local 
firms the chance to expand internationally. 
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For both manufacturing and services firms, it appears that domestic sales are 
firming on the previous quarter. Whilst services saw an increase in new orders they 
remained broadly flat for manufacturers. In export markets, sales are increasing both 
in terms of current reported performance and new orders - in the case of services 
they are recovering after disappointing weakened performance in the previous 
quarter. The majority of businesses reported having some spare capacity, which will 
allow them to respond to the increased demand.

In terms of the labour market, demand is strengthening in the services sector, 
although is flatter in manufacturing. Both sectors, however, are experiencing 
recruitment issues, especially with skilled manual, technical and professional and 
managerial workers. Notably, however, both sectors also appear to be investing in 
training, probably to alleviate the issues of skills shortages in these areas. Despite 
any Brexit uncertainties, both sectors seem to remain confident about current and 
future market conditions, and as such investment plans remain in place.

Through the survey, businesses highlighted a number of issues, with prices 
remaining a concern for both manufacturers and services firms. For manufacturers 
this concerned access to raw materials and business rates; whilst for services this 
related to overhead issues – possibly aligned to property prices.

Cash flows are recovering for manufacturers, and improving for services, which 
could give firms some flexibility when dealing with these issues – although many 
firms have already absorbed numerous cost rises.

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 1), remain constant (multiplied 
by 0.5), decrease (multiplied by 0).
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The domestic demand balance remained the 
same for the second successive quarter as 
consumer spending continues to ease. 

Overall, 51% of firms saw an increase in their domestic bookings, a slight 
increase from the 49% posted in Q2. There were acute differences within 
the sectors. The balance figure for service firms saw a minor drop, as 16% 
of firms revealed a decrease in their UK sales (up from the 13% recorded 
in the last quarter). On the other hand, manufacturers saw a healthy 4 
point increase in the balance figure for domestic business, as 51% noted 
an increase in their output, compared to the 48% quoted in Q2. It was 
also encouraging to see an improvement in domestic order projections 
with the overall balance figure increasing by 2 points to 67. Once again, 
there were minor variations between the two sectors; 50% of service 
firms recorded an increase in their domestic order bookings (up 5% 
from Q2) whereas a higher percentage of manufacturers expected their 
advanced orders to stay the same. 

The results are broadly reflective of national trends. The Bank of England 
revealed that consumer spending - a key driver of economic growth - had 
continued to slow over the summer, no doubt impacted by inflationary 
pressures and stagnant wage growth. At the upcoming Autumn 
Statement, it is vital that the Government articulates its long term agenda 
on how it intends to enhance the competitiveness of the domestic 
economy and move away from a reliance on consumer borrowing and 
household consumption.
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The price balance remained at 65 as currency 
fluctuations remain a concern to local 
businesses. 

It was reassuring to see the price balance stay at the same level, as 34% 
of firms predicted the price of their goods and services to increase in the 
next 3 months (a percentage point higher than Q2). However, a greater 
number of companies expected their prices to go down which offset any 
overall balance score increase. It remains to be seen whether this is the 
start of a long term trend and we will continue to liaise with our members 
to assess future price projections.  

Competition and exchange rates were listed as the main concerns for 
companies in both sectors and the impact they would have on business 
output. The depreciation of sterling has continued to make it more 
costly to import raw materials and it was no surprise to see 35% of 
manufacturers stating that exchange rates were more of a concern to 
them than 3 months ago. 

PRICE PRESSURES & EXTERNAL FACTORS
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The workforce balance score remained at 58 
for the second quarter running, as uncertainty 
around leaving the European Union continues 
to impact upon hiring decisions.  

29% of businesses in both sectors combined reported an increase in their 
workforce, a 2% rise from Q2. However, this was offset by 13% reporting 
a decrease which lowered the balance score in total. Once again, there 
were notable differences between the sectors. The service sector balance 
score increased from 58 to 61 whereas the manufacturing industry 
reported a 7 point drop, as 24% of manufacturers logged a decline in 
hiring levels. 

More worryingly, 77% of manufacturers faced difficulties in finding the 
right staff, the highest figure we have seen since the end of 2015. Finding 
candidates with the correct professional background proved to the 
biggest challenge for service sector firms (44% compared to the 42% 
noted in Q2). Once again, finding staff with the right technical skillset 
was the most apparent challenge for manufacturers. Despite record 
levels of employment across the UK, it is clear that entrenched skills 
gaps continue to have an impact on our regional output. Much of the 
Government’s rhetoric on immigration has focussed on the post-Brexit 
landscape; however, our results demonstrate the need for policy makers 
to take steps to remove immediate uncertainty and allow businesses 
access to the best talent at home and abroad.
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The export demand balance fell by 1 point in 
Q3 2017 – continuing a six month trend. 

Despite a greater number of firms in both sectors combined recording 
higher export sales, this was offset by a higher percentage of companies 
in the two sectors listing a decrease in their export business, which in 
turn, brought the overall balance figure down. Business in both individual 
sectors saw an increase to the overall balance figure for export bookings; 
however, the uplift was more noticeable in the manufacturing sector. 
The export sales manufacturing balance score rose by 6 points to a very 
strong figure of 67, as 49% of manufacturers reported increased overseas 
sales, up from the 41% recorded in Q2. 

Advanced export order predictions for the two sectors combined also 
suggested a rise in output for the next 3 months. This was mainly down 
to an increase in the number of service firms expecting their overseas 
bookings to go up in the near future (33% compared to 30% in the 
previous quarter). A similar picture emerges at the national level. The 
Bank of England reported that activity in manufacturing export supply 
chains across the UK picked up over the summer which ultimately 
strengthened manufacturing output and offset a slowdown in the service 
sector as a whole.
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The business investment balance figure 
increased by 1 point up to 57 as firms across 
the region continue to invest in training and 
machinery despite wider economic uncertainty. 

62% of firms revealed that investment plans for capital expenditure had 
stayed the same this quarter (compared to 58% in Q2). However, the 
overall balance score saw a slight elevation as fewer companies in both 
sectors downgraded their investment plans (down from 13% in Q2 to 11%). 
A similar trend emerged around investment for training with the overall 
balance score increasing by 1 point to 59. Much of this was down to fewer 
companies in both sectors reporting a drop in their training investment 
plans as opposed to more money being allocated to fund staff training.

Business confidence remains resilient amongst firms in Greater 
Birmingham and Solihull. The turnover balance score for both sectors 
combined rose by 1 point, to a very encouraging figure of 80, with 69% 
of firms expecting an increase in their turnover in 2018. There was also a 
welcome surge in the balance score for profitability; up by 2 points to 72. 
This was mainly attributed to a lower percentage of firms expecting their 
profits to fall over the next 12 months.
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Chamber Comment 

The regional economy continues to remain resolute in 
the face of widespread uncertainty

The Q3 Quarterly Business Report reaffirmed the resolute nature of the 
regional economy. In particular, it was pleasing to see strong levels of 
growth sustained for domestic orders and export business. It was also 
reassuring to see a steadiness in the price balance and it was no surprise 
to see subdued investment intentions around training and capital 
expenditure. 

With inflation approaching the 3% mark, there has been speculation that 
the Bank of England will raise interest rates before the end of the year - 
a suggestion welcomed by the financial markets and one which resulted 
in a spike in the value of the pound. However, we must also be mindful 
of the fact that a stronger UK currency could potentially reduce the 
value of sales generated abroad and could lead to a drop in overseas 
demand. Such developments would likely be made more complex as a 
result of the uncertainty generated by Brexit negotiations. The GBCC 
Brexit Advisory Group will be on hand to inform members on how these 
potential changes could impact their business output. More information 
can be found on the GBCC website.



Quarterly Business Report 
If you have any futher questions on the report please contact on 0121 
607 1814 or policy@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 2,700 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 

www.greaterbirminghamchambers.com
Join the conversation by following at @grbhamchambers and using #GBCCQBR


