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For the last two years, a sense of chaos and turmoil has defined political activity at 
Westminster, creating the impression that very few politicians are capable of putting 
aside party allegiances and working together in the national interest to tackle the 
most crucial negotiation this country has witnessed in over a generation. In the 
meantime, our firms have quietly and confidently gone about their business with a 
calm reassurance borne out in the results we seen in a number of these reports over 
the last 18 months. Nevertheless, as we approach the end of March, it is clear the 
spectre of Brexit is having a marked effect on local business output. 

Our latest survey reveals a notable increase in the proportion of businesses 
reporting a fall in domestic and international sales, a drop in recruitment levels with 
cash flow projections and investments levels hovering dangerously close to negative 
territory. At the time of writing, it was no surprise to see over a quarter of firms 
citing Brexit related uncertainty as the main pressure they are currently confronting 
as the country faces the prospect of sleep walking into a disorderly withdrawal 
from the EU. Politicians have been quick to roll out empty platitudes of protecting 
the needs of the business community but their actions suggest otherwise. The 
Government’s plans to introduce a new tariff scheme in the result of a no deal Brexit 
going ahead without any consultation of businesses is a case in point. We will be 
working with the British Chambers of Commerce to ensure the views of local firms 
are reflected and recognised throughout the duration of the negotiation process, 
however long and arduous that might continue to be. 
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Demand has softened somewhat over the past quarter, and this is true of both 
domestic demand and exports. Nevertheless, under 20% of firms are experiencing 
a contraction in orders at this time. The UK market continues to be slightly more 
buoyant than overseas, with 43% of firms reporting an increase in custom over the 
quarter. Most exporters are reporting constant demand with around a third seeing 
growth over the past quarter, representing a slowdown since Q4 of 2018.Several 
factors are likely to be behind this modest growth slowdown. European demand 
has weakened over recent quarters, with Italy entering a technical recession at the 
end of 2018 and Germany only just avoiding one. In addition to this, the important 
automotive sector has experienced a widespread slowdown, due to a combination 
of factors (including a weaker Chinese market and lower demand for diesel 
vehicles).

On top of all of this, Brexit-related political uncertainty is an ongoing challenge 
for businesses in several sectors, with truly remarkable political scenes repeated 
throughout the quarter. This is likely to be one factor behind a notable slowdown 
in planned investment, with 1 in 5 of surveyed firms revising their investment plans 
downward. Overall, Birmingham businesses are continuing to thrive in somewhat 
more challenging conditions than have been experienced for some quarters.

 
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, Brexit 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 fell by 6 points to 64 – the 
lowest figure recorded since the summer of 2016.
 
43% of firms in the region recorded an increase in domestic sales – a 6% fall in comparison 
to the previous quarter. In addition, 17% of businesses in both sectors combined reported 
a fall in their UK output – the largest figure recorded since the aftermath of the EU 
referendum result. It was a trend that was replicated in each individual sector. The service 
and manufacturing balance scores fell by 6 points and 8 points respectively; in both 
instances, this was mainly as a result of an increase in the percentage of companies in the 
two industries reporting a reduction in domestic demand (up from 10% to 15% for service 
firms in Q1 and up from 13% to 25% for manufacturers in the current quarter). 

The domestic orders balance score for both sectors combined witnessed a sharp fall of 
8 points down to 61 – the lowest figure on record since the autumn of 2016. Once again, 
similar patterns emerged in the individual sectors; the service balance score went down 
to 63 and the manufacturing score suffered an 8 point drop to 51 – much of this was 
predicated on 29% of firms in the manufacturing industry noting a fall in advanced UK 
orders (of almost double the figure recorded in Q4 of 2018). A mixed picture emerged 
at the national level with UK GDP growth rising by 0.5% in January, mainly driven by 
consistent levels of consumer spending in the service sector. By contrast, the HIS/Markit 
CIPs Manufacturing PMI fell to a four month low of 52 in February as manufacturers 
continue to grapple with the various negative permutations a disorderly Brexit could bring 
to the fore. 

DOMESTIC DEMAND

The price balance remained alarmingly high at 66 for the 
second consecutive quarter as concerns over cash flow 
levels becoming increasingly apparent. 

In a similar vein to last quarter, the price balance stayed the same in both sectors (66 for 
service firms and 69 for manufacturers) with 35% of firms in both industries combined 
expecting their prices  to go up in the next 3 months and 62% expecting them to stay the 
same – identical to the figures recorded in Q4. In terms of the reasons behind the need 
to raise prices, 24% of businesses referenced the increasing costs of raw materials (up by 
3% compared to Q1). Only once in the last seven years has this balance score fallen under 
50 which is indicative of the severe cost pressures local businesses have faced over the 
decade. 

The cash flow balance fell by 7 points to 50 – the lowest figure recorded since Q3 2016. In 
total, 23% of businesses across the two sectors had seen their cash flow positions worsen 
over the previous three months. 20% of businesses in both sectors were increasingly 
apprehensive over the impact of exchange rates on their business output (up by 3% 
compared to Q4). However, this is hardly surprising given the frequent movement in the 
pound in relation to the dollar following any Brexit related development.  Unsurprisingly, 
22% cited Brexit as their current chief business concern with 19% increasingly worried over 
the impact of greater domestic and international competition.

PRICE PRESSURES & EXTERNAL FACTORS

DOMESTIC SALES

Balance
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DOMESTIC ORDERS
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The workforce balance fell to 63 – a drop of three points 
and the continuation of a six month trend.

The percentage of companies adding to their headcount fell from 34% to 29% in Q1 
which was the most attributable factor behind the latest workforce balance score. The 
service sector workforce balance saw a decrease of 4 points to 61 as a greater number 
of businesses reported constancy in their recruitment levels compared to the previous 
quarter (up from 53% in Q4 to 61% in Q1). By contrast, the manufacturing balance rose 
by 6 points to 61 as 28% added to their headcount in the current quarter (up from 18% 
in Q4). Fewer businesses across the region attempted to recruit at the start of the year 
(down from 57% to 50%) and more faced recruitment difficulties (up from 61% to 63%).

According to the ONS, the official employment rate of the West Midlands increased by 
0.2% in the three months to January 2019 with the unemployment rate staying the same 
at 5.1% - still way above the national average.  Nationally, employment rose by 0.3% to 
a record high of 75.8% in the three months to December 2018.The Chancellor used the 
recent Spring Statement to suggest that 6000 additional jobs will be created across 
the country by 2023, however, the figure is conditional of the UK securing an orderly 
exit from the EU – once again undermining the relevance of fiscal projections in light of 
ongoing negotiations with our European counterparts.

WORKFORCE & RECRUITMENT

The export demand balance score fell by 5 points to 60 
returning to the levels witnessed at the start of 2018. 

With a slowdown in economic growth across the Eurozone and US economies, it was 
perhaps no surprise to a see a softening in international business for local firms. In 
total, 34% of businesses across both industries reported an uplift in their export sales 
– down from 37% in Q4. In addition, 15% of firms saw their overseas demand fall, the 
largest figure on record since Q3 2016. It was a development that was mirrored in both 
industries.  Both the service and manufacturing balances for export sales fell by 5 points 
to 59 and 62. In each sector, we saw a rise in the percentage of businesses reporting a 
decrease in their export sales in comparison to the previous quarter (up from 5% to 11% 
for service companies and from 14% to 26% for manufacturers).

Advanced order projections also followed a similar trajectory as the combined balance 
score fell by 3 points to 57. For the second consecutive quarter, 30% of firms across 
the two sectors combined saw an improvement in international orders, however, this 
was offset by 16% witnessing a fall in overseas demand levels, which led to an overall 
decrease in the balance score. Interestingly, the service sector balance score for future 
export projections went up by 1 point to 62 as we saw a fall in the number of service 
firms recording a decrease in forthcoming export orders. This was perhaps reflective of 
the official data released by the ONS which revealed that service exports grew across 
the UK by £2.8bn in the three months to January. Nevertheless, this was offset by the 
UK’s trade in goods deficit widening by £1.6bn with EU countries and by £0.8bn with 
non-EU countries in the same time period. Hampered by trade disputes with the US, the 
Chinese economy continues to suffer with a reduction in consumer demand which is 
likely to pose problems for businesses in Greater Birmingham exporting to Beijing and 
beyond.
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Chamber Comment 

Action is needed to safeguard our local firms as we 
face an uncertain future.

Given the monumental significance of the subject, this quarter 
we included an additional set of questions related to the levels of 
preparation businesses were undertaking ahead of Britain’s withdrawal 
from the European Union. The results were equally illuminating and 
concerning. Asked how prepared they were for a No Deal Brexit or the 
Prime Minister’s Brexit deal, 16% of firms in both sectors combined felt 
“not at all prepared”, 44% felt “somewhat prepared” and worryingly 25% 
“didn’t know” how prepared their business was ahead of a potential No 
Deal Brexit. Our advice for businesses remain simple – prepare for what 
you can control and the GBCC is running as number of free Brexit Clinics 
to support local firms through the process – full details can be found on 
the GBCC website.

Despite the challenges we face as a region, we shouldn’t lose sight of 
the resilience displayed by businesses across Greater Birmingham – 
particularly as the majority of key indicators across UK sales, exports 
and recruitment remain comfortably in positive territory. However, 
it is clear that Brexit related uncertainty is exacerbating a number 
of structural deficiencies within our regional economic makeup and 
clearly stakeholders across the locale need to work together to tackle 
these issues before they become further ingrained. We welcome the 
fact that the WMCA is lobbying Government to secure funding to 
explore contingency plans in the result of a no deal Brexit. Help for 
manufacturers needing to stockpile raw materials, short term loans to 
assist firms affected by cash flow problems and ensuring businesses 
have access to a stable workforce are all likely to be vital instruments in 
offsetting disruption caused by the prospect of a disorderly exit from 
the European Union. 

Investment in capex and training fell sharply in Q1 as 
business confidence remains resilient in the face of 
increasing uncertainty.

Only 21% of firms revealed that investment plans for capital expenditure had 
increased over the previous three months (down from the 30% listed in Q4). By 
contrast 20% downgraded their capex spend in Q1, an 8% increase from the end 
of last year and the highest figure recorded since the Autumn of 2015. As a result, 
this meant the investment balance figure fell by 9 points to 51 (the lowest figure on 
record since Q3 2015). A similar trend emerged around investment for training as the 
balance score fell by 7 points to a figure of 54. Much of this was predicated on an 
increasing number of firms cutting their training spend over the last three months 
(20% as opposed to 8% in Q4). Nationally, overall business investment fell to £46.9bn 
between Q2 and Q3 of 2018 – the third consecutive quarter drop in activity and a 
trend not witnessed since the midst of the global financial crisis.

Levels of business confidence also softened but remain robust in spite of the 
uncertain economic terrain firms find themselves operating in. The turnover balance 
for both sectors combined fell by 7 points to 73 as we saw a higher percentage of 
firms expecting their turnover to fall over the next 12 months (up from 5% to 8%). 
The profitability balance witnessed a drop off of 8 points to 68 – much of this was 
a result of 27% of manufacturers expecting their profitability to worsen throughout 
2019. Despite these results there remains an underlying confidence amongst the 
local business community which has been accentuated over the last 18 months. The 
relocation of an iconic brand such as HSBC to the region and the announcement that 
Birmingham will be hosting the 2022 Commonwealth Games add to the prevailing air 
of optimism which we need to keep at the forefront of our collective minds in such 
testing times. 

BUSINESS INVESTMENT & BUSINESS CONFIDENCE

CAPEX

Balance
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60%


20%

 
TURNOVER
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58%


29%


13%



Quarterly Business Report 
If you have any further questions on the report please contact Raj 
Kandola on 0121 274 3264 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

Pictured (Front): Lichfield Cathedral


