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The results from the Q4 Quarterly Business Report are a testament to the 
continuing durability of businesses in Greater Birmingham. Domestic demand 
remains high, export levels saw a welcome recovery and it was pleasing to see an 
increase in the number of firms investing in their businesses. Whilst we saw a slight 
fall in recruitment levels, price pressures slightly eased and once again, profitability 
and turnover projections remain strong as our firms continue to thrive in such 
testing circumstances. Given the national context, it was perhaps no surprise to see 
concerns around the rate of inflation intensify despite the recent fall in global crude 
oil prices.

Looking ahead to 2019, it is clear we are entering into a crucial period of our 
country’s history. The outcome of Brexit negotiations are likely to shape the 
economic and political frameworks of the United Kingdom for years to come. As 
a Chamber, it is our duty to ensure that our members have the support they need 
to navigate through the myriad of complexity that surrounds Brexit negotiations. 
As a result we have recently launched our free to attend Brexit Clinics which offer 
local firms the chance to speak directly to trade and legal experts on the areas that 
matter most to their business. In addition to this, our Business Brexit Health Check 
helps companies identify which areas of their business will be most affected by 
Brexit and provides a free, tailored report that offers advice on relevant topics and 
channels of support. Full details can be found on our website.
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Domestic demand remains at similarly buoyant levels to those seen for the past two 
years. Around 50% of firms surveyed have experienced an increase in sales over 
the past quarter. Advance bookings – a forward looking indicator – are performing 
at a similar level, which bodes well for the coming quarter. Sales for export are 
somewhat less firm, with a majority of firms experiencing no change in sales over 
the past 3 months. Nevertheless, the proportion for whom export sales have 
increased has jumped from just under one quarter over the last 3 months to nearly 
two-fifths of the total sample in Q4. Most firms are reporting stable or improving 
cash-flow and a substantial majority are confident about business demand and 
profitability moving forward. Advance orders have again performed similarly, 
suggesting a reasonable level of demand going forward, Brexit-related uncertainty 
notwithstanding.

Labour demand also remains reasonably buoyant at similar levels to that in the third 
quarter. Once again, this continues a trend seen for over 2 years with one third of 
surveyed businesses increasing headcount in the past 3 months. Hiring intentions 
also remain strong with 40% of businesses predicting a workforce increase in the 
coming quarter. The flip-side of this is that firms are continuing to have difficulty 
recruiting. It is interesting that in such an environment, almost half of all firms 
believe that they are operating at less than capacity and under one quarter of them 
report pressure to raise prices due to pay settlements. 

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 saw a one point increase 
to 70 – the highest figure recorded since Q1 2014.
 
Overall, the number of businesses recording an increase in domestic sales fell from 51% 
to 49%, however, this was offset by a decrease in the percentage of firms reporting a 
domestic demand (14% in Q3 compared to 10%) which led to an uplift in the total balance 
score. A contrasting picture emerged from the two sectors. The service sector balance 
remained at 70 for the second consecutive quarter as 41% of service firms revealed 
constancy in their UK output (from the 37% listed in Q3). However, the manufacturing 
balance score rose by 7 points to 68 which was mainly as a result of a largescale fall in the 
number of manufacturers reporting a decrease in domestic sales (down from 29% in Q3 to 
13% in Q4) and a subsequent 17% increase in manufacturing businesses reporting that their 
domestic output had remained constant in Q4 in comparison to the previous three months.

The domestic order balance for both sectors combined stayed at 69 for the third quarter 
running. In a similar fashion to the domestic sales figures, a 2% increase in firms recording 
an uplift in UK orders (up from 45% to 47%) was offset by a parallel rise in the number of 
businesses reporting that advanced orders had fallen in Q4 (up from 8% to 10% in Q4). The 
results follow a similar trend to the national level as UK GDP grew by 0.6% in Q3 (between 
July and September) – the highest rate of growth recorded since the end of 2016. However, 
closer analysis revealed that the rate of growth was highest at the start of the quarter and 
slowed considerably in September which potentially points to a sluggish period of growth 
heading into Q4 as Brexit related uncertainty becomes more pronounced. 

DOMESTIC DEMAND

The price balance fell by 1 point but still remains at a 
worryingly high 66. 

Once again, 35% of companies in the service and manufacturing sectors combined 
predicted that the cost of their goods and services would go up over the next three 
months. This was offset by a 1% increase in the number of firms in both sectors expecting 
the prices of their goods and services to go down in Q4 which led to a fall in the overall 
balance score. In terms of why businesses are under pressure to raise prices, it was 
interesting to see 23% cite pay settlements as the predominant factor and perhaps a 
reflection of the ONS’s assertion that wage growth rose by 3.1% across the UK in the three 
months to August – the fastest rate of growth seen in almost ten years.

In terms of external factors, it was pleasing to see concerns around business rates ease 
(down from 17% to 14% in Q4) but worrying to see anxieties around inflation (up from 13% 
to 16%) have heightened. The rate of inflation remained steady at 2.4% for the second 
consecutive month in October and still someway short of the Bank of England’s self 
imposed 2% target rate. Inflationary pressures are expected to ease as global oil prices 
continue to fall and filter through the system. However, once again the spectre of Brexit 
looms large, as a no deal scenario could lead to a fall in the value of sterling which in turn 
would create an upward pressure on import costs and further constrain supply. Tied to 
this, fears over exchange rate volatility remain prominent (at 17% for the second quarter 
running) as the value of the pound alternates in line with Brexit negotiations; in turn, this is 
having a marked impact on the amount UK consumers are paying for imported goods.

PRICE PRESSURES & EXTERNAL FACTORS

DOMESTIC SALES

Balance
 1 Point


49%


41%


10%

DOMESTIC ORDERS

Balance
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47%
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10%

PRICES

Balance
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35%


62%


2%

EXTERNAL FACTORS

INFLATION 16%
BUSINESS 
RATES 14%
INTEREST 
RATES 9%
COMPETITION 32%
EXCHANGE 
RATES 17%
TAXATION 14%



The workforce balance fell by one point to 63 – reversing 
a nine month trend.

In Q4, 34% of firms in both sectors combined added to their workforce, a 2% fall 
compared to the previous quarter. In addition to this, 57% of businesses reported 
stability in hiring levels (up from the 55% recorded in the previous three months); in turn 
this lead to a reduction in the overall balance score. A clear contrast emerged from the 
two sectors. The service sector workforce balance rose by 6 points to 65 as 38% of firms 
added to their headcount (a 9% increase compared to Q3) where as the manufacturing 
balance fell by 8 points to 55 as only 18% hired additional staff in the last three months 
– the lowest figure on record since the start of 2015. Overall, the percentage of firms in 
both industries combined attempting to recruit went up by 2% to 57% and of those, 61% 
faced recruitment difficulties (slightly down from the 64% listed in Q3).

Comparable patterns emerged from a regional perspective with the employment rate 
for the West Midlands falling by 1.1% along with the unemployment rate rising by 0.6% 
from the previous quarter (May to July 2018). In relation to these overarching themes, 
for the third consecutive year, the GBCC will be running the Growth Through People 
campaign in the spring of 2019. The main purpose of the programme is to promote 
the importance of people management skills in a bid to bolster productivity levels and 
upskilling a growing workforce – please contact the GBCC Policy team if you would like 
more details.
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The capex balance score increased by 4 points to 60 – 
the highest figure recorded since Q1 2015.

30% of service and manufacturing firms combined had increased their investment 
in capital expenditure over the previous three months – an increase of 3% compared 
to Q3. In addition to this, the total percentage of firms that had reduced their capex 
spend in Q4 also fell from 14% to 12% in the current quarter, which in turn, raised the 
total balance score to 60. Training investment levels were more subdued overall, as 
the balance score for both sectors in tandem remained at 61 for the third quarter in 
a row. Whereas the services training balance rose by 2 points to 62 (mainly down to 
the fact that a lower number of service firms were cutting their training budget this 
quarter) the manufacturing balance score witnessed a ten point fall to 55 (as 23% of 
manufacturers reported spending more on training their staff compared to the 41% 
recorded in Q3). 

Businesses in Greater Birmingham are still emitting an air of confidence which belies 
the uncertain economic environment they find themselves operating in. The total 
balance score for turnover projections rose by 6 points to 80 – as 67% of firms in the 
two sectors expect their turnover to increase over the next 12 months (up from the 
61% reported in Q3). Added to this, the balance score for profitability forecasts also 
rose by 2 points to 76- the highest figure on record since Q1 2017. The minor increase 
was down to the fact that a lower number of firms expected their profits to fall over 
the course of 2019 (down from 13% to 11% in the current quarter).

BUSINESS INVESTMENT & BUSINESS CONFIDENCE

CAPEX

Balance
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30%


59%


12%

 
TURNOVER

Balance
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67%


25%


8%



The export demand balance rose by 8 points to 65 – the 
highest figure recorded since the start of 2017. 

In total, 37% of firms in the two sectors combined revealed an uplift in overseas sales, 
a 14% increase compared to the previous quarter’s figure of 23%. We also saw a 2% 
decrease in the number of firms reporting a drop in their international output compared 
to Q3 (down from 10% to 8%). Both individual sectors followed a similar trajectory. The 
manufacturing balance score for export sales went up by five points to 67 mainly as a 
result of 48% of manufacturers reporting a rise in non UK sales (compared to 24% in 
Q3) and the service sector balance also went up by 9 points to 64 – the highest figure 
recorded since Q2 2016 and mainly predicated on a 9% increase in service businesses 
listing a rise in export sales (up from 23% to 32% in the current quarter).

Looking ahead to 2019, the overall balance score for advanced export orders fell by 1 
point to 60 as 11% of firms in Greater Birmingham reported a drop in non-UK orders – 
an increase of 3% which led to a reduction in the balance score total. Both individual 
sectors recorded similar results; the service sector balance fell by 2 points to 57 as a 
larger number of service companies expected their overseas orders to stay the same in 
Q4 (up from 60% to 62% in Q4). The manufacturing balance score fell by a single point 
to 64 as a greater percentage of manufacturers reported a drop in international orders 
heading into the new year (a rise of 9% compared to Q3). 

Nationally, it was pleasing to see the total trade deficit for the UK narrow to £2.9bn in 
the three months to September mainly driven by an increase in exports to both EU and 
non-EU countries (£2.5bn and £0.4bn respectively). Once again, the results reiterate 
the need to not only secure the best possible trade deal with the European Union 
post Brexit but also the importance of opening up new export markets for our local 
firms to explore. Whether it’s via the International Hub, the British American Business 
Council or the recently established Commonwealth Chamber of Commerce, the GBCC 
has a number of teams on hand to help businesses in Greater Birmingham fulfil these 
objectives.
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Chamber Comment 

The Greater Birmingham economy remains resolute 
but its resolve will be tested as we head closer to 
March 2019.

A number of themes have emerged from the Q4 Quarterly Business 
Report but one in particular has stood out – namely that businesses in 
the region possess an underlying fortitude which has allowed to them 
to prosper throughout another eventful year. Local firms reported 
consistency in their domestic demand, a welcome upturn in international 
business levels whilst also investing more in capital expenditure. By 
contrast, it was perhaps no surprise to see a slight softening in hiring 
levels along with greater concerns over the rate of inflation as price 
pressures remain glaring for the majority of businesses in Greater 
Birmingham.

It was also reassuring to see profitability and turnover projections remain 
high in spite of the undoubted challenges that lie ahead in relation to 
the UK’s withdrawal from the European Union. Nevertheless, it was 
pleasing to see the Chancellor acknowledge in the recent Autumn 
Budget the need to press on with domestic reform in a bid to protect 
the national economy from Brexit related turbulence. Increasing the 
Annual Investment Allowance to £1 million, postponing the reform of 
IR35 standards along with keeping VAT thresholds in place for the next 
two years are measures likely to be welcomed by companies across our 
region. However, it would be churlish to downplay the impact that a 
disorderly Brexit could have on the regional economy and the country as 
a whole. Whilst we cannot predict what the future will bring, the GBCC 
will be on hand to support local businesses to ensure they put practical 
steps in place to ready themselves for what is likely to be an extremely 
unpredictable and ever changing landscape.

EXPORT ORDERS

Balance
 1 Point


30%


59%


11%



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.greaterbirminghamchambers.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 over 3,000 member companies 
covering six geographic areas across the region (Birmingham, Burton, Chase, Lichfield and 
Tamworth, Solihull and Sutton Coldfield) and four themed divisions (Asian Business Chamber 
of Commerce, Future Faces, the British American Business Council and the Commonwealth 
Chamber of Commerce).

Members range from young professionals to SMEs and large, high-profile organisations, 
including 38 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

http://www.greaterbirminghamchambers.com

