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BUSINESS CONFIDENCE FALLS OVER FEARS OF UNCERTAINTY




Businesses cite economic uncertainty and weaker UK demand as the biggest
threats in the next six months
Index remains well above the lows reached during the global financial crisis
Results signal a slowdown in economic growth rather than a deep contraction

Business confidence has hit a four year low as economic uncertainty and UK demand are seen as
the biggest threats to businesses’ fortunes, according to the latest Business in Britain report
from Lloyds Bank.
The report’s confidence index - an average of respondents’ expected sales, orders and profits over
the next six months - declined to 12 per cent, down from 38 per cent, the survey’s score in January
2016.
The most commonly identified threat chosen by companies in the next six months was economic
uncertainty (27 per cent), closely followed by weaker UK demand at 18 per cent.
The Business in Britain report, now in its 24th year, gathers the views of over 1,500 UK companies,
predominantly small to medium sized businesses, and tracks the overall “balance” of opinion on a
range of important performance and confidence measures, weighing up the percentage of firms
that are positive in outlook against those that are negative.
Tim Hinton, Managing Director, Mid Markets and SME Banking, Lloyds Banking Group said:
“Business confidence has taken a hit since our last report in January, but this should be viewed in
the context of the recent economic and political shocks.
“The EU referendum vote has introduced a level of uncertainty for companies as the UK decides
on the best model for its future relationship with the EU, and this is likely to continue for the
foreseeable future. Whilst sentiment has fallen to a four-year low, it remains well above the lows
reached during the global financial crisis of 2008/9.”
Overall Business confidence

Export prospects have faded
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The net balance of exporters expecting an increase in total exports across the globe fell by 15
points to 20 per cent, reflected by relatively large decreases in firms’ expectations for exports to
Europe, the Middle East and Asia Pacific compared with January’s report. However all indicators
remained positive.
Exporters’ expectations for exports to Canada and the US held up relatively well, with the latter
helped by firms’ more positive assessment of the impact of sterling’s value against the dollar.
Net balance of firms expecting to increase
exports to these regions
January 2016 September 2016
July 2015
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Middle East
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21%
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30%

Change

2 points
 8 points
 3 points
 2 points
 7 points
 8 points

Dampening prospects for hiring and capital spending
The net balance of companies anticipating an increase in headcount over the next six months fell
for the fourth consecutive survey by 14 points to -1 per cent while the net balance planning to
increase their capital expenditure also declined, falling from 14 per cent to zero.
Spare capacity increases
The percentage of businesses indicating that they are operating at full capacity – producing all that
they can with existing resources – fell back slightly to 49 per cent from an all-time high of 52 in the
last survey, while the share citing difficulties in recruiting skilled workers fell to a two-year low of 38
per cent.
Hann-Ju Ho, Senior Economist, Lloyds Bank Commercial Banking, said: “All of the key
metrics in the Business in Britain survey, including the outlook for demand, employment and
investment, have weakened since January’s report. This indicates that economic growth is likely to
slow in the next six months, following a relatively robust performance in the first half of the year.
“Even though inflation is expected to pick up as a result of the weaker pound, this may be offset by
the survey findings of a fall in capacity pressures within firms and a fall in recruitment difficulties.”
Tim Hinton, Managing Director, Mid Markets and SME Banking, Lloyds Banking Group said:
“We are talking to our clients every day to see how we can support them to manage their risks and
help them reach their potential in domestic and global markets. Finding these opportunities will not
only support our clients but will also help Britain prosper.”
Service sectors worst hit
Business confidence fell in every sector. The sectors that were the most badly hit were the service
sectors which declined on average by 30 points including retail and wholesale, hospitality & leisure,
and business & other services.
Sentiment also fell in construction though the level remains relatively high. In all sectors, however,
confidence remains positive which indicates that growth may decline slowly rather than a rapid
decline.
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Confidence falls across all regions but not in Wales
The latest survey shows a marked divergence in confidence across the UK. While all English
regions and Scotland have seen a large decline in confidence since the start of the year, Wales
bucked the trend and reported an improvement. The data also shows that confidence levels were
below the national average in the south of England and Scotland, but above average in Wales, the
Midlands and the North of England.
The differences in sentiment may have been partly driven by the reaction to the outcome of the EU
referendum result, with confidence levels the lowest in London and Scotland which voted for
‘Remain’.
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From Monday 19 September you can download the full report from here
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Search on Twitter for #Bizinbritain
The Business in Britain report, now in its 24th year, gathers the views of 1,500 UK
companies, predominantly small to medium sized businesses, and tracks the overall
“balance” of opinion on a range of important performance and confidence measures,
weighing up the percentage of firms that are positive in outlook against those that are
negative.
Responses from 1500 firms were collated in July 2016 by BDRC Continental.
o 58 per cent of the responses came from businesses with an annual turnover below
£10 million
o 8 per cent of the responses came from businesses with an annual turnover between
£10m and under £15million
o 36 per cent of the responses came from businesses with an annual turnover of over
£15 million
Lloyds Banking Group wants to help people in Britain tackle some of the issues they’re
facing – such as getting on the housing ladder, finding a job or growing a business. That is
why we have launched the Helping Britain Prosper Plan which demonstrates our
commitment to our communities. For business that means helping UK business to start-up,
scale-up and trade internationally to support the long-term strength of the economy.
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