In partnership with:

REGIONAL
MANUFACTURING
OUTLOOK
JULY 2016

2.6

million
employees

1/2

of UK
exports

69%

of business
R&D

Average wages higher
than the rest of the
economy

Tidal turbine base, taken by Mike Brookes Roper, winner of the professional photographer category in the
EEF Photography Competition 2011.
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Welcome to our second annual Regional Manufacturing
Outlook report and our first in partnership with BDO
LLP. With an increasing focus on supporting growth,
investment and productivity improvements in regional
economies, our report looks at how manufacturing
activity and employment is spread across the country, the
trends in both over the past year and some expectations
for the future.
First off, our report comes a month after the UK’s
referendum on EU membership resulted in a vote to leave.
In a survey of manufacturers in the aftermath of the vote
we can see that confidence about the UK economy and
firm level prospects have deteriorated compared with just
a few months ago. Although there are few immediate
signs that activity is being affected, companies are
expressing a range of concerns about what happens next
and what this might mean for their business. In a new
Brexit spotlight, we set out how the decision to leave the
EU is viewed in different parts of the country and how the
balance of challenges and opportunities varies by region.
However, the referendum hasn’t been the only factor
affecting manufacturing growth in the regions over
the past year. Overall, manufacturing has had a bumpy
ride over the past four quarters with our Manufacturing
Outlook survey results pointing to falling output, orders
and investment. A number of global economic trends
have been at play over this period acting as a drag on
manufacturing activity.
The lingering consequence of the low oil price and signs
of slower growth in emerging markets have led to output
in some sectors falling back sharply in recent years. But
not all the news has been negative; signs of revival in

European demand, a fairly resilient labour market in the
UK and lower input costs have been a prop for some
manufacturing sub-sectors.
The distribution of industries around the country means
that these economic factors have played out differently in
each region. From the consistently positive performance
of manufacturing indicators in the South East & London –
thanks to the strong domestic focus of sectors in the
region – to relative weakness in the North East – a
consequence of the steel crisis which has been escalating
in recent quarters – we take a look at regional manufacturing
trends and the stories behind the numbers.
The past year may have been one of variable manufacturing
performance, but we were seeing some signs of a general
improvement in the outlook. The challenges presented
by the low oil price starting to dissipate, global economic
prospects appeared to be picking up and it was becoming
apparent that the worst of the recent downturn was in
the past. However, where we go from here following the
referendum is much less certain.
Uncertainty is set to be the new normal for businesses
in the coming months – and potentially years.
Manufacturers have undergone periods of economic
turbulence and emerged with their competitiveness
intact. There is clearly a role for policy makers in ensuring
the business environment is supportive and predicable
– particularly for such a globally focused sector as
manufacturing. At the national level we clearly need an
ambitious Industrial Strategy and at the regional level,
businesses will want to see local decision makers making
the most of devolution deals by harnessing investment
to tackle local transport improvements and tailor made
business support.
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REGIONAL SNAPSHOT
In the first half of this year we had seen growing
optimism in the sector, but these gains have gone into
reverse following the EU referendum. All regions have
seen sentiment take a knock, a consequence of concerns
around the demand outlook, exchange rate swings and
the ensuing political turmoil. There is more detail on these
factors in our regional chapters.

The South East & London has seen the biggest drop in
confidence, yet retains its top spot in the confidence
league, due to a strong starting point in early 2016.
Confidence declines of a similar magnitude are reported in
Wales and the West Midlands. In contrast, with sentiment
already at a low ebb in the North East due to the
steel crisis, the region has posted the smallest dip in
confidence.

Business Confidence Indicator:
1 = least confident,
10 = most confident

2016 Q2: 5.8
Post-Brexit: 5.3

2016 Q2: 6.3
Post-Brexit: 5.0

2016 Q2: 6.4
Post-Brexit: 5.4

2016 Q2: 6.1
Post-Brexit: 5.0
2016 Q2: 6.6
Post-Brexit: 5.2

2016 Q2: 6.2
Post-Brexit: 5.1

2016 Q2: 6.5
Post-Brexit: 5.1

2016 Q2: 7.3
Post-Brexit: 5.7
2016 Q2: 6.2
Post-Brexit: 5.3

Change in Business Confidence Indicator*: post-Brexit compared to 2016 Q2
-0.5 to -1.0
-1.1 to -1.2
-1.3 to -1.5
-1.5+
No results

*-2 = largest drop in confidence, -0.5 = smallest drop in confidence
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HOW DO THE REGIONS COMPARE
Our regional round-up table compares the average
balance for the main survey indicators over the past
four quarters. A quick comparison with last year’s
table reveals substantially more negative readings
this time around.
The North West and Scotland had the weakest showing on
output and new orders. The latter in particular has a fairly
heavy exposure to oil and gas activity and basic metals
production, both of which have struggled in the past
year. These trends are also evident to a slightly lesser
degree in the North East and East of England.

Solid activity in the transport sector has kept output
and orders in the West Midlands and the South West
ticking over for the past year. The South East & London
and Wales have led the regional pack in 2016, with
domestically focused, high-value industries in the South
East and a diversified industrial mix in Wales ensuring
continuous expansion in output and orders accompanied
by positive investment balances.

REGIONAL SUMMARY
% AVERAGE BALANCE OF CHANGE 2015 q3 – 2016 q2

OUTPUT
East Midlands

2

ORDERS

INVESTMENT

EMPLOYMENT

-1

3á

-1

Eastern

-7â

-7â

-8

4

North East

-7

-9

3

14

North West

-17

-23

-6

3

South East & London

33

28

13

25á

South West

0

-11

-14

-5â

West Midlands

4

2

2

9

-9â

4

8

Scotland

Yorks & Humber

-13

-15

-8

Wales

40á

26á

0

15
4
5
Source: EEF Business Trends Survey

Key:
n Top performer
n Bottom performer
á Improved most compared with last year
â Worsened most compared with last year
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East Midlands
Manufacturing accounts for 18.1% of the East Midlands’
total output, the highest proportion of all UK regions.
There were 11,665 manufacturing businesses in the East
Midlands in 2015, up by 2.1% from the previous year.
The largest manufacturing sectors in the region are food
and drink, transport equipment, and rubber and plastics.

Food and drink: 20.9%

Transport equipment: 14.7%

Rubber and plastics: 11.0%

REGIONAL SUMMARY
%
UK SECTOR OUTPUT

%
REGIONAL OUTPUT

Total GVA

5.9

–

Manufacturing

9.9

18.1

Services

5.2

69.7

Construction

6.4

6.4

Other manufacturing: 53.5%

Source: ONS

EMPLOYMENT: There were 269,000 manufacturing jobs
in the East Midlands in 2016, which was equal to 11.5%
of the region’s total workforce, the joint highest of all
regions. The number of manufacturing jobs in the
region fell by 1.5% between 2010 and 2016, which
was the second weakest performance in the UK.
PRODUCTIVITY: The productivity of the East Midlands
is 91.1% of the UK average, which ranks in the middle
of the range of all UK regions. Even though the high
proportion of manufacturing output in the East Midlands
would tend to boost productivity, it is weighed down by
the large presence of relatively low-productivity sectors
such as food and drink, and rubber and plastics.
EXPORTS: The East Midlands accounted for 7.9% of
the UK’s manufactured exports in 2015. The share of
the region’s exports destined for the EU is 45%, a little
below the national average. Outside of Europe, 22% of
exports from the East Midlands go to Asia and 17% to
North America. Exports from the region are evenly
split between those to European and non-European
markets.

DEVOLUTION FOCUS
The North Midlands Combined Authority (CA) devolution
agreement was proposed in late 2015. This would
potentially give the North Midlands – part of the East
Midlands region – an elected mayor and at least £900
million to invest over 30 years. Final agreement on the
deal has not yet been reached.
The North Midlands devolution bid includes Derbyshire,
Derby, Nottinghamshire and Nottingham. Below is the
statistical profile of the proposed North Midlands CA:
NORTH
MIDLANDS
CA

EAST
MIDLANDS

%
EAST
MIDLANDS

2,161,400

4,677,000

46.2

Manufacturing GVA

8,273

16,614

49.8

Mfg employee jobs

118,000

269,000

44.0

Unemployment rate

4.4%

4.5%

–

Skills level (>_ NVQ 3)
% total)

55.3%

54.3%

–

Gross weekly pay

513.7

479.1

–

Population

Source: NOMIS, ONS
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Manufacturing performance in the East Midlands
The output balance climbed back above the UK average in 2016 q2
The orders balance in 2016 q2 was flat after previously falling, suggesting demand has improved
Investment intentions have rebounded strongly and are now above the UK average
Recruitment fell in 2016 q2 for the second quarter in a row

The output balance for the East Midlands took a step in
the right direction in 2016 q2 after trending below the UK
average for most of the past year.
Manufacturing in the region has been under pressure
recently from the poor performance of the food and drink
and rubber and plastics sectors. Yet output in both sectors
has picked up as the drag from price volatility over the
past year has eased. Also, weakness in overall demand
conditions faced by the region appears to be coming to an
end. Meanwhile, the transport equipment sector – which
has a large presence in the East Midlands – has continued
to fare well.

Local manufacturers were optimistic about 2016 q3 before
the referendum result was known. They expected output
to continue to grow and reported healthy investment
intentions for the next twelve months. Also, they
anticipated recruitment to pick up after reporting falls in
the first half of 2016.
EAST MIDLANDS output has been volatile over the past
year
% BALANCE OF CHANGE IN OUTPUT (PAST 3 MONTHS)
60

East Midlands
UK

50
40
30
20
10
0

2016 Q1

2016 Q2

2015 Q3

2015 Q4

2015 Q1

2015 Q2

2014 Q3

2014 Q4

2014 Q2

2013 Q4

2014 Q1

2013 Q3

2013 Q2

2012 Q4

2013 Q1

2012 Q3

-20

2012 Q1

-10
2012 Q2

Looking ahead, our forecast that UK private consumption
growth will ease suggests that domestic-facing sectors
such as food and drink will expand only modestly this year.
Yet signs that the slowdown in global growth may have
troughed bodes well for foreign demand for transport
equipment such as motor vehicles.

Source: EEF Business Trends Survey

Brexit spotlight
Despite the relatively low proportion of exports from
manufacturers in the East Midlands that go to the
EU, and their high share of ownership by UK or nonEU companies, they do not appear immune to the
referendum result.
• S imilar to their counterparts throughout the UK,
most of the region’s manufacturers have reported
no immediate change in demand. They are
generally pessimistic about their prospects for
future demand but less so about export orders from
the EU.

• O
 nly a small proportion of the region’s
manufacturers said they would immediately
review UK recruitment (19%), UK investment
(16%), overseas investment (11%), and the
country location of their operations (10%). Yet the
proportions were higher than in most other regions.
• S imilarly, local manufacturers are more concerned
about exchange rate volatility (84%) and increased
costs (66%) than in other regions. Nevertheless,
the weaker Sterling is seen as the main opportunity
flowing from the referendum.
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East of England

Food and drink: 15.1%

The total output of the East of England is the third
highest of all UK regions. Manufacturing comprises 13%
of that output, which is a little above the UK average.
There were 13,580 manufacturing businesses in the East
of England in 2015, 2% higher than in the previous year.
The largest manufacturing sectors in the region are food
and drink, pharmaceuticals and transport equipment.

Pharmaceuticals: 12.4%
Transport equipment: 10.6%

REGIONAL SUMMARY
%
UK SECTOR OUTPUT
Total GVA
Manufacturing
Services
Construction

Other manufacturing: 61.8%

%
REGIONAL OUTPUT

8.3

–

10.0

13.0

8.0

75.3

11.6

8.2
Source: ONS

EMPLOYMENT: There were 235,000 manufacturing
jobs in the East of England in 2016, equal to 7.5% of the
region’s total workforce. The number of manufacturing
jobs in the region increased by 0.9% between 2010
and 2016, which was less than a quarter of the
average pace of growth in the UK as a whole.

DEVOLUTION FOCUS

PRODUCTIVITY: East of England’s productivity is 100%
of, and therefore in line with, the UK average. Also, the
region’s productivity is the second-highest in the UK.
The region’s productivity has been helped by the
large presence of pharmaceuticals and transport
equipment, which are two of the sectors with the highest
productivity in the UK.

The East Anglia devolution agreement covers the councils
of Babergh, Breckland, Broadland, Cambridgeshire, East
Cambridgeshire, South Cambridgeshire, Fenland, Forest
Heath, Great Yarmouth, Huntingdonshire, Ipswich, King’s
Lynn, Norfolk, North Norfolk, South Norfolk, West Norfolk,
Mid Suffolk, Suffolk Coastal, Norwich, Waveney and St
Edmundsbury. Below is the statistical profile of the East
Anglia CA:

EXPORTS: In 2015, the East of England accounted for
8.2% of the UK’s manufactured exports. The main
destination for the region’s exports was Europe, with
54% of the region’s goods exports going to the EU,
which was higher than the national average. Similarly,
exports to Eastern Europe are above the UK average,
while those to most regions outside Europe are below.

The East Anglia Combined Authority (CA) devolution
deal was signed on 16 March 2016. Consequently, East
Anglia – part of the East of England region – now has
powers over transport, planning, skills, and a £900 million
investment fund over 30 years.

EAST
ANGLIA
CA

EAST
OF
ENGLAND

Population

%
EAST OF
ENGLAND

572,600

6,076,500

9.4

Manufacturing GVA

7,677

16,953

45.3

Mfg employee jobs

52,200

235,000

22.2

Unemployment rate

3.4%

3.7%

–

Skills level (>_ NVQ 3)
% total)

58.8%

53.4%

–

Gross weekly pay

506.4

517.5

–

Source: NOMIS, ONS
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Manufacturing performance in the East of England
The output balance improved in 2016 q2 but remained negative and below the UK average
Domestic demand is weak, with the UK orders balance still stuck in negative territory
Investment intentions climbed above the UK average but remain negative
The employment balance turned positive in 2016 q2

recruitment has picked up after a year of flat or
negative balances
% BALANCE OF CHANGE IN employment (PAST 3 MONTHS)

2016 Q2

2015 Q4

2016 Q1

2015 Q2

2015 Q3

2014 Q4

2014 Q3

2014 Q1

UK

2014 Q2

2013 Q3

2013 Q4

2013 Q1

2013 Q2

2012 Q4

2012 Q2

30
20
10
0
-10
-20

East of England

2015 Q1

80
70
60
50
40

2012 Q3

Prior to the referendum, we expected conditions in the
region to improve further in the second half of the year.
In particular, we viewed new products coming on line
from pharmaceutical companies and a pick-up in foreign
demand for transport equipment, as factors likely to support
growth in the region.

Indeed, manufacturers expected the output, orders and
employment balances to all turn positive in 2016 q3.
Yet the picture for investment intentions for the next
12 months was less rosy. While manufacturers saw the
investment balance rising, they expected it to remain
in negative territory.

2012 Q1

The output balance of the East of England fell below the
UK average in early 2016 after exceeding it for most of
the previous two years. Yet the weakness in output showed
signs of bottoming out in 2016 q2. This coincided with
an improvement in the performance of some sectors in
which the region has a high presence such as food and
drink, pharmaceuticals and transport equipment. Also, the
pace of decline in sectors in the oil and gas supply chain
such as mechanical equipment – which have a higher
concentration in the region than for the UK average –
was slower than previously.

Source: EEF Business Trends Survey

Brexit spotlight
The region’s reliance on Europe as an export market is
reflected in companies’ expectations for growth and how
they view the risks and opportunities following the EU
referendum.
• M
 anufacturers in the East of England are more
pessimistic than most other parts of the country
about their future order pipeline, with 19%
expecting to see a fall in enquiries and 39%
planning for a decline in orders over the next six
months.

• H
 owever, the weaker Sterling exchange rate is
viewed as an opportunity by 44% of companies in
the region.
• I n addition to weaker demand in the coming year,
East of England manufacturers are more concerned
than the national average about the attitude of
their parent company to the referendum outcome
and the resilience of their supply chain.
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NORTH EAST

Pharmaceuticals:
15.1%

The North East has the smallest output share of all
UK regions. Manufacturing accounts for 15.5% of the
region’s output, which is well above the average for
the UK as a whole. There were 4,070 manufacturing
businesses in the region in 2015, up by 3.3% from the
previous year. The largest manufacturing sectors in the
North East are pharmaceuticals, mechanical equipment,
and metals.

Mechanical
equipment: 14.2%

Metals: 14.0%

REGIONAL SUMMARY
%
UK SECTOR OUTPUT

%
REGIONAL OUTPUT

Total GVA

3.0

–

Manufacturing

4.3

15.5

Services

2.8

73.6

Construction

2.8

5.6

Other
manufacturing: 56.7%

Source: ONS

EMPLOYMENT: The number of jobs in manufacturing
in the North East in 2016 was 117,000, equal to
9.8% of the region’s total workforce. Manufacturing
employment rose 1.7% between 2010 and 2016,
which was significantly slower than that of the UK
as whole.
PRODUCTIVITY: The North East’s productivity is
88.6% of the UK average, putting it in the bottom half
of regional productivity rankings. Even though a large
manufacturing sector tends to boost productivity,
the high concentration of the metals sector – one
of the least productive manufacturing sectors – is
dragging on that contribution. Also, productivity in the
North East is generally weighed down by a high presence
of the public sector.
EXPORTS: The North East accounted for 5.2% of the
UK’s manufactured exports in 2015, one of the lowest
of all UK regions. The region sends 69% of its exports
going to the EU and other European countries, the
highest for any region. In contrast, the North East’s
exports to North America and Asia are below the national
average.

DEVOLUTION FOCUS
The Tees Valley Combined Authority (CA) devolution deal
was agreed on 23 October 2015. The deal gives the Tees
Valley CA – part of the North East region – greater control
over transport, skills, business support and other areas.
The Tees Valley CA covers the local authorities of
Hartlepool, Stockton-on-Tees, Darlington, Middlesbrough,
Redcar and Cleveland. Below is the statistical profile of
the proposed Tees Valley CA:

Population

TEES
VALLEY
CA

NORTH
EAST

%
NORTH
EAST

667,500

2,624,600

25.4

Manufacturing GVA

1,790

7,250

24.7

Mfg employee jobs

24,900

117,000

21.3

Unemployment rate

8.5%

7.3%

–

Skills level (>_ NVQ 3)
% total)

54.7%

54.2%

–

Gross weekly pay

506.4

488.7

–

Source: NOMIS, ONS
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Manufacturing performance in the North East
The output balance has underperformed the UK average since the start of this year
Demand is weak on the back of subdued domestic and foreign orders
The employment balance has taken a turn for the worst and fallen below the UK average
Investment intentions were positive in 2016 q2 for the second consecutive quarter

NORTH EAST OUTPUT HAS TAKEN A DIVE IN 2016
% BALANCE OF CHANGE IN OUTPUT (PAST 3 MONTHS)
40

North East
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2013 Q3
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-40

2012 Q2

-30
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Pre-referendum, conditions in the North East were set to
gradually turn the corner. The region was likely to benefit
from pharmaceuticals returning to a strong growth
path and the metals and mechanical equipment sectors
continuing to improve.

Still, manufacturers’ expectations were a bit more
mixed than in other regions. While they saw output
and employment as little changed, the picture for
orders and investment intentions was more positive.
Demand was expected to pick up, solely on the back of
an improvement in export orders. Similarly, investment
intentions for the next 12 months were positive in
2016 q2 for the second consecutive quarter.

2012 Q1

The North East has been trailing the UK average for
output since the start of 2016. The recent weakness is
largely down to the challenges facing the metals sector,
with the global price of steel falling to a historic low at
the start of the year leading to a number of steel plant
closures in the region. Yet the weakness of the output
balance appears to be bottoming out as the drags from
the metals and other sectors with a high concentration in
the North East, such as mechanical equipment, ease. Also,
the improving performance of pharmaceuticals in q2
2016, which is the region’s largest sector, helped support
growth in the North East.

Source: EEF Business Trends Survey

Brexit spotlight
Even though manufacturers in the North East are
generally dependent on domestic demand and are
largely UK owned, their export sales are the most
exposed to European demand.

• C
 onsequently, the region’s manufacturers are
among the most likely to be immediately reviewing
their plans about UK recruitment (24%) and
domestic investment (29%).

• W
 hile only a small minority of manufacturers in
the North East reported an immediate impact on
demand from the referendum, they are amongst the
most pessimistic of all UK regions about the outlook
for domestic and foreign orders over the next six
months.

• T
 he region’s manufacturers indicated that the
weaker Sterling was the main opportunity over the
next 12 months coming from the referendum. Yet
exchange rate volatility also ranked as their top
concern. In addition, 43% of local manufacturers
cited the status of EU funding and research grants as
a concern, which was higher than in any other region.
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NORTH WEST
Pharmaceuticals:
18.8%

The North West has the second largest output of all UK
regions after the South East & London. Manufacturing
accounts for 15.8% of the region’s output, significantly
above the UK average. There were 14,375 manufacturing
businesses in the region in 2015, a 3.8% increase on
2014. The region’s largest manufacturing sectors are
pharmaceuticals, transport equipment, and food and
drink.

Transport
equipement: 14.0%

Food and drink: 11.5%

REGIONAL SUMMARY
%
UK SECTOR OUTPUT
Total GVA

%
REGIONAL OUTPUT

9.7

–

14.3

15.8

Services

9.4

75.7

Construction

8.9

5.4

Manufacturing

Other
manufacturing:
55.6%
Source: ONS

EMPLOYMENT: In 2016, there were 346,000
manufacturing jobs in the North West, which was equal
to 9.6% of the region’s total workforce. Manufacturing
employment increased 3.3% between 2010 and
2016, which was slightly below the average growth
across the UK.
PRODUCTIVITY: The North West’s productivity is
87% of the UK average, putting it in the lower half of
regional productivity rankings. The region is held back
by the large presence of the low-productivity metals
sector. Yet this is partly offset by the presence of the
pharmaceuticals sector, which has one of the highest
levels of output per hour for any sector in the economy.
EXPORTS: The North West accounted for 8.8% of
the UK’s manufactured exports in 2015. 47% of the
region’s goods exports go to the EU, roughly in line with
the national average. Outside of Europe, 16% of the
region’s exports go to North America, and 13% to Asia.
Compared with the UK as a whole, the proportion of
exports to the Middle East and North Africa is higher
than average.

DEVOLUTION FOCUS
The Greater Manchester Combined Authority (CA)
city devolution deal was signed on 3 November 2014.
The agreement has devolved new powers to Greater
Manchester – part of the North West region – and will
lead to a directly elected Mayor.
The Greater Manchester CA covers Bolton, Bury,
Manchester, Oldham, Rochdale, Salford, Stockport,
Tameside, Trafford and Wigan. Below is the statistical
profile of the Greater Manchester CA:

Population

GREATER
MANCHESTER
CA

NORTH
WEST

%
NORTH
WEST

1,444,800

7,173,800

20.1

Manufacturing GVA

5,978

23,316

25.6

Mfg employee jobs

55,000

346,000

15.9

Unemployment rate

7.0%

4.9%

–

Skills level (>_ NVQ 3)
% total)

56.7%

53.9%

–

Gross weekly pay

472.9

488.8

–

Source: NOMIS, ONS

Job No: 26814

Proof Event: 8

Customer: EEF

Project Title: Regional Manufacturing Outlook July 2016

Black Line Level: 0

Park Communications Ltd Alpine Way London E6 6LA
T: 0207 055 6500

F: 020 7055 6600

REGIONAL mANUFACTURING OUTLOOK JULY 2016

11

Manufacturing performance in the North West
The output balance has been negative and below the UK average in 2016
The orders balance fell in 2016 q2 for the fourth consecutive quarter
The employment balance was negative in 2016 q2 for the third quarter in a row
Investment intentions are at a three-year low and roughly in line with the UK average

INVESTMENT PLANS ARE AT A THREE-YEAR LOW
% BALANCE OF CHANGE IN OUTPUT (PAST 3 MONTHS)
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Nevertheless, the fundamentals for the North West
are strong and forward-looking balances prior to
the referendum were positive. The weakness in
pharmaceuticals is likely to be temporary as the sector is
on a strong – but volatile – growth path following the end
of the patent cliff. Also, the transport equipment sector is
expected to continue to see robust growth. At the same
time, the food and drink sector is likely to grow modestly,
and the worst of the drag on the metals sector from the
low global steel and oil prices has probably passed.

employment and investment were subdued, suggesting
they wanted to see some concrete evidence of an
improvement before ramping up hiring and capital
expenditure.

2012 Q2

The weakness in the North West’s balances over the past
year do not chime with the region’s sectoral make-up,
where Official Statistics showed solid growth in 2015 for
the region’s largest sectors – pharmaceuticals, transport
equipment and food and drink. This could be down to
a soft start to 2016 for all three sectors, as well as the
unfolding crisis in the metals industry – the region’s
fourth largest sector.

Source: EEF Business Trends Survey

Indeed, local manufacturers expected both output and
demand to improve in 2016q3. Yet their expectations for
BREXIT spotlight
The North West is a dominant manufacturing region in
the UK with a large proportion of top tier companies, and
a higher degree of foreign ownership than the national
average. In line with other parts of the country only a
small number report any immediate impact on demand,
but ownership trends are playing a role in how risks are
viewed in the year ahead.
• T
 he balance between risks and opportunities from
the vote to leave the EU are skewed to the former,
with the share of companies unable to yet identify
any business opportunities (25%) higher than in
most regions.

• M
 ore companies in the North West are concerned
about weaker demand prospects (59%) and the
attitude of their parent company (28%) than
elsewhere in the UK. In line with the national trend,
exchange rate volatility is their top concern (78%).
• W
 hile we see a number of companies planning
to review their recruitment and investment,
manufacturers in the North West are more likely to
review their plans for investment outside the UK.
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south EAST AND LONDON

Food and drink: 14.8%
Electronics:
13.0%
Wood and paper
products: 9.7%

The South East & London has the highest output of all
the regions in the UK. Yet manufacturing as a proportion
of total output accounts for 4.9%, the lowest of all
regions. There are 30,705 manufacturing businesses
in the region in 2015, up 2.3% from the previous year.
The largest manufacturing sectors in the region are food
and drink, electronics and wood and paper products.

Other manufacturing: 62.5%

REGIONAL SUMMARY
%
UK SECTOR OUTPUT

%
REGIONAL OUTPUT

Total GVA

36.8

–

Manufacturing

16.7

4.9

Services

41.0

87.0

Construction

36.7

5.9

DEVOLUTION FOCUS
Source: ONS

EMPLOYMENT: There were 409,000 manufacturing
jobs in the South East & London in 2016, accounting for
3.9% of the region’s total workforce. Manufacturing
employment in the South East and London has seen
the biggest decline in the UK, falling by 2.2% between
2010 and 2016.
PRODUCTIVITY: Productivity in the South East &
London is 121.2% of the UK average, making it the
most productive region in the UK. The region benefits
from the presence of high-productivity manufacturing
sectors such as electronics, as well as a large
concentration of the financial services industry.
EXPORTS: In 2015, the South East & London accounted
for 27% of the UK’s manufactured exports, the largest
for any region. 44% of the region’s goods exports go to
the EU, a little lower than the national average. However,
the exports of the South East & London to Western
European countries excluding the EU is above the UK
average. Outside of Europe, 18% of the region’s exports
go to Asia and 20% go to North America.

The Hampshire and Isle of Wight/Solent Combined
Authority (CA) devolution bid was proposed in September
2015. Discussions about a deal between the Solent
CA – part of the South East & London region – and the
government have taken place.
The proposed Solent CA would include the Isle of Wight,
East Hampshire, Gosport, Fareham, Eastleigh, Havant and
Portsmouth and Southsea. Below is the statistical profile
of the proposed Solent CA:
SOLENT
CA
Population

%
SOUTH EAST
SOUTH EAST
AND
LONDON AND LONDON

1,170,200

17,631,600

6.6

Manufacturing GVA

5,434

30,561

17.8

Mfg employee jobs

37,800

409,000

9.2

Unemployment rate

4.5%

4.9%

–

Skills level (>_ NVQ 3)
% total)

59.5%

63.0%

–

Gross weekly pay

525.0

598

–
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Manufacturing performance in the South East & London
The region’s output balance has exceeded that of the UK for the past two years
Total orders have been positive for three consecutive quarters
Investment intentions are down from their all-time high in 2014 q4 but remain firm
Recruitment has been positive for 14 consecutive quarters

SOUTH EAST & LONDON CONSISTENTLY OUTPERFORMS UK
% BALANCE OF CHANGE IN OUTPUT (PAST 3 MONTHS)
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Local output has grown at a healthy pace for 13 quarters
in a row. Orders have been in positive territory in the
last three quarters but the main driver has alternated
between demand from the UK and demand from abroad.
This is a little different from the picture for manufacturing
as a whole, where domestic demand has fared a little
worse than foreign orders in the last couple of quarters.

Before the referendum, manufacturers expected the
growth of output and orders to be steady in 2016 q3. On
the back of this, their expectations for recruitment and
investment remained healthy. While they expected the
employment balance to be a little softer, their plans for
investment were up for a boost.

2012 Q2

The South East & London has consistently outperformed
the UK average for all key indicators. The region
has avoided the worst of the headwinds facing UK
manufacturing because of its low exposure to the oil &
gas and steel industries and its high concentration of
manufacturing sectors focused on the domestic market.

Source: EEF Business Trends Survey

BREXIT spotlight
review the country location of their operations, UK
investment and recruitment at the moment. Despite
such caution, 40% expect the referendum to lead
them to invest less in the UK over the next 12 months.

The domestic focus of manufacturers in the South East &
London and high levels of UK ownership, appear to have
given them some breathing space in relation to deciding
how to respond to the referendum result.
• I n line with the national trend, both domestic and
foreign demand has been fairly steady since the
referendum.
• L ocal manufacturers are more inclined to wait-andsee about the future performance of UK and foreign
orders than most of their counterparts in other
regions. Also, they are relatively more reluctant to

• T
 he main concern of 65% of the region’s
manufacturers is volatility in the exchange rate. Yet
the impact of exchange rate movements seems to be
finely balanced, as 51% also view the weaker sterling
as an opportunity.
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SOUTH WEST

Transport
equipment:
20.0%

The South West is the UK’s fifth largest region in terms of
output. Within this, manufacturing accounts for 11.5%
of output, which is above average for the UK as a whole.
There are 11,860 manufacturing businesses in the region,
up 2.2% from the year before. The region’s largest
manufacturing sectors are transport equipment, food
and drink and electronics.

Food and
drink: 11.7%
Electronics: 10.7%

Other manufacturing: 57.5%

REGIONAL SUMMARY
%
UK SECTOR OUTPUT

%
REGIONAL OUTPUT

Total GVA

7.3

–

Manufacturing

7.9

11.5

Services

7.3

77.2

Construction

7.3

5.8

DEVOLUTION FOCUS
Source: ONS

EMPLOYMENT: There are 235,000 manufacturing jobs
in the South West, accounting for 8% of the region’s
total workforce. In contrast with the UK as a whole,
where manufacturing employment has grown since the
recession, the South West is only one of three regions
in the UK where the number of manufacturing jobs
in the region has declined, shrinking by 0.4% between
2010 and 2016.
PRODUCTIVITY: The South West’s productivity is
92.5% of the national average, the fourth highest for
any UK region. The region benefits from having a
large presence in the high-productivity transport
equipment and electronics sectors, which together
account for nearly a third of the region’s manufacturing
output.
EXPORTS: In 2015, the South West accounted for 6.3%
of the UK’s manufactured exports. The EU receives
63.7% of the region’s manufactured exports, which
is the highest proportion for anywhere in the UK.
By contrast, the proportion of the region’s exports to all
other markets falls below the UK average.

On 16 March 2016, the West of England Combined
Authority (CA) devolution agreement was signed. This
will give the West of England CA – part of the South West
region – significant new powers over improved transport,
planning, skills and employment. The West of England CA
will also receive control of a £900 million investment fund
over 30 years to boost economic growth.
The West of England devolution deal covers Bristol,
North Somerset, Bath & North East Somerset and South
Gloucestershire. Below is the statistical profile of the West
of England CA:
WEST OF
ENGLAND
CA
Population

%
SOUTH WEST SOUTH WEST

1,111,100

5,471,200

20.3

Manufacturing GVA

3,620

14,417

25.1

Mfg employee jobs

37,200

235,000

15.8

Unemployment rate

4.4%

3.9%

–

Skills level (>_ NVQ 3)
% total)

64.0%

60.4%

–

Gross weekly pay

517.9

492.8

–
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Manufacturing performance in the South West
The region posted growth in output for the first two quarters of 2016, bucking the UK-wide trend
Total orders turned positive in 2016 q2 for the first time in a year
Investment in the region has been stuck in negative territory since 2015 q2
Recruitment intentions have been negative over the past four quarters

% BALANCE OF CHANGE IN investment (next 12 months)
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However, this positive picture has not translated to an
improvement in investment and recruitment intentions.
Even before the outcome of the EU referendum was
known, the South West saw the weakest investment

investment in the slow lane over the past year

2012 Q1

This is likely driven by strong export demand for transport
equipment – the region’s largest sector. Motor vehicles
have recently grown strongly on the back of solid
consumer spending, with low inflation propping up
household disposable incomes, especially in European
markets. The aerospace sector has also seen robust after
growth supported by long order books and improving
productivity among aircraft manufacturers.

intentions in the UK over the past year, with the balance
stuck in the red for four consecutive quarters. This could
be down to a lag effect from weak demand conditions
prior to 2016 q2, with South West manufacturers
expecting – pre-Brexit – to pick up recruitment in the next
three months.

2012 Q2

Manufacturers in the South West got off to a good start
in 2016, with output growing strongly in the first two
quarters of the year, bucking the trend for the UK as a
whole. This has been supported by a spike in demand
from foreign markets, offsetting a weakening picture in
the domestic demand environment.

Source: EEF Business Trends Survey

BREXIT spotlight
The South West is the region most exposed to EU
demand, with 64% of all exports finding their way across
the English Channel. As a result, expectations among
South West manufacturers for the next six to twelve
months are particularly downbeat:
• A
 lmost half (46%) of manufacturers in the South
West expect to invest less in the UK over the next 12
months following the result of the EU referendum,
while only 3% expect to invest more.

• M
 anufacturers in the region are the most concerned
about political uncertainty, with 78% citing this as
concern over the next year, compared to 65% in the
UK as a whole.
• D
 espite the region’s high exposure to the EU,
the South West is the region less likely to see no
opportunities from Brexit, with only 2% compared to
15% across the UK. More than 6 in 10 manufacturers
think that the depreciation in Sterling is likely to
provide a competitive boost for their EU exports.
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West Midlands
Transport
equipment:
27.4%

The West Midlands is the UK’s sixth largest region in
terms of output. Manufacturing accounts for 14.5%
of the region’s output, firmly above the national UK
average. There are 14,205 manufacturing businesses in
the region, an increase of 2% from 2014. The region’s
largest manufacturing sectors are transport, metals, and
mechanical equipment.

Metals: 19.6%

Mechanical equipment: 10.6%

REGIONAL SUMMARY
%
UK SECTOR OUTPUT

%
REGIONAL OUTPUT

Total GVA

7.3

–

Manufacturing

9.9

14.5

Services

7.0

75.2

Construction

7.2

5.8

Other manufacturing: 42.4%

Source: ONS

EMPLOYMENT: There are 323,000 manufacturing
jobs in the West Midlands, accounting for 9.9% of
the region’s total workforce. Since the recession, the
West Midlands has seen the second strongest
manufacturing employment growth in the UK, with
the number of jobs in the sector increasing by 9.9%
between 2010 and 2016.
PRODUCTIVITY: Despite a large presence of the highproductivity transport and mechanical equipment sectors,
the West Midlands’ productivity is 86.7% of the UK
average, which is the second lowest of all regions.
This is likely to be because the region has a high presence
of one of the least productive manufacturing sectors –
basic metals – as well as a small financial sector relative
to the rest of the UK.
EXPORTS: In 2015, the West Midlands accounted for
12% of the UK’s manufactured exports, the most
of any region except the South East & London. Only
42% of the region’s exports go to the EU, which is the
second lowest proportion for any region. The flipside of
this is that the region sends 22% of its exports to Asia,
compared with just 16% for the UK as a whole. North
America is the region’s third largest market, receiving
21% of West Midlands’s exports, also above the UK
average.

DEVOLUTION FOCUS
The Chancellor and the Business Secretary confirmed
the West Midlands Combined Authority (CA) devolution
agreement on 17 November 2015. The government
agreed to hand over £1.2bn in spending power over the
next 30 years and devolve powers over policing, skills,
business support and transport. Final agreement on the
West Midlands devolution deal is pending.
The West Midlands devolution deal covers Birmingham,
Coventry, Dudley, Sandwell, Solihull, Walsall and
Wolverhampton. Below is the statistical profile of the
West Midlands CA:

Population

WEST
MIDLANDS
CA

WEST
MIDLANDS

%
WEST
MIDLANDS

2,833,600

5,751,000

49.3

Manufacturing GVA

7,841

17,175

45.7

Mfg employee jobs

137,000

323,000

42.4

Unemployment rate

8.1%

5.8%

–

Skills level (>_ NVQ 3)
% total)

57.3%

50.6%

–

Gross weekly pay

486.7

492.5

–
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Manufacturing performance in the West Midlands
Output turned positive in 2016 q2 after two consecutive quarters of contraction
Demand looks to have turned a corner, with both domestic sales and exports positive in 2016 q2
Investment has been resilient in the region, bucking the trend for the UK as a whole
Recruitment bounced back in q2 after a poor start to 2016, but remained below the UK average

% BALANCE OF CHANGE IN TOTAL ORDERS (PAST 3 MONTHS)
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The region also benefits from having the largest
concentration of transport manufacturers in the UK as
a proportion of regional output, driving demand for
manufacturers in its supply chain like basic metals and
mechanical equipment – the region’s second and third
largest sectors respectively.

ORDERS LOOKED TO HAVE TURNED A CORNER IN Q2 2016

2012 Q1

This is likely driven by developments in the beleaguered
basic metals sector, of which the region has the largest
concentration in the UK relative to the region’s output.
The recent rebound in steel prices, in combination with
a depreciating Sterling, has lifted some pressure from
the sector, prompting manufacturers to boost output
somewhat.

Positive trends in output and orders have prompted
manufacturers to up their investment and recruitment
efforts. Investment has been especially resilient, with the
West Midlands being only one of two regions in the UK
where the capital expenditure balance did not turn negative
for any quarter during the past year. However, the result
of the EU referendum poses a significant downside risk to
investment and recruitment plans in the West Midlands.

2012 Q2

West Midlands’ manufacturers appear to have shaken off
a poor turn to the year, with output growing strongly in
2016 q2. This is in line with a solid rebound in total orders,
supported by a pickup in demand from both domestic and
overseas markets. In particular, export orders were back
into positive territory after a year of negative balances.

Source: EEF Business Trends Survey

BREXIT spotlight
West Midlands is one of the most export-intensive
regions in the UK, albeit the second least exposed to EU
demand. While expectations about business prospects
have worsened materially post-Brexit, manufacturers in
the region remain optimistic about demand conditions in
their key export markets.
• W
 est Midlands manufacturers’ are the most
concerned about the volume of UK orders over the
next six months, with 42% expecting domestic
demand to tail off.

• T
 his is likely to be exacerbated by concerns about
an increase in input prices eroding their competitive
position, the highest for any UK region at 64%.
• S till, expectations about weakness in domestic
demand are partly offset by bullish predictions
about export sales. West Midlands is the only region
where the balance of responses for expectations
about demand from the EU is positive, while it also
has the highest balance for exports orders outside
the EU.
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Yorkshire and Humber

Food and drink: 18.3%

Yorkshire & Humber is the UK’s seventh largest
region in terms of output. The region has the third
highest proportion of manufacturing output in the
UK, accounting for 16% of regional output. There
are 11,910 manufacturing businesses in the region, a
growth of 4% from the year before. The region’s largest
manufacturing sectors are food and drink, metals and
rubber and plastics.

Metals: 16.3%
Rubber and plastics: 9.2%

Other manufacturing: 56.3%

REGIONAL SUMMARY
%
UK SECTOR OUTPUT

%
REGIONAL OUTPUT

Total GVA

6.5

–

Manufacturing

9.8

16.0

Services

6.2

73.9

Construction

6.3

5.7

DEVOLUTION FOCUS
Source: ONS

EMPLOYMENT: There are 285,000 manufacturing jobs in
Yorkshire & Humber, accounting for 10.5% of the region’s
total workforce. The region has seen solid employment
growth in manufacturing since the recession, with the
number of jobs in the sector increasing by 9.6%
between 2010 and 2016, more than double the average
growth rate in the UK as a whole.
PRODUCTIVITY: The region’s productivity is 87.6%
of the UK average. While a higher than average
proportion of manufacturing tends to boost productivity,
the region’s key manufacturing sectors are in more
commoditised industries, which tend to have lower
than average productivity. A disproportionately larger
public sector in the region is also weighing on overall
productivity levels.
EXPORTS: In 2015, Yorkshire and Humber accounted
for 5.7% of the UK’s manufactured exports. Less than
half of exports (47%) go to the EU, which is slightly
below the UK average. However, 24% of Yorkshire and
Humber exports travel to North America, the second
highest for any region in the UK. The region also has
a higher proportion of exports than the UK average to
Latin America and the Caribbean, Sub-Saharan Africa and
Western Europe (excl. EU).

The West Yorkshire Combined Authority (CA) agreed a
devolution deal with government on 18 March 2015,
giving council leaders and businesses greater influence
over investment decisions on skills, transport, housing
and support for small businesses. Final agreement on the
West Yorkshire devolution deal is pending.
The West Yorkshire devolution deal covers Bradford,
Calderdale, Kirklees, Leeds, Wakefield and City of York
Council. Below is the statistical profile of the West
Yorkshire CA:
WEST
YORKSHIRE
CA
Population

2,488,700

%
YORKSHIRE
YORKSHIRE
AND
HUMBER AND HUMBER
5,390,600

42.6

Manufacturing GVA

6,247

15,674

39.9

Mfg employee jobs

115,300

285,000

40.5

Unemployment rate

6.2%

5.9%

–

Skills level (>_ NVQ 3)
% total)

54.0%

53.5%

–

Gross weekly pay

484.6

486.4

–
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Manufacturing performance in Yorkshire and Humber
Output turned negative in 2016 q2 for the first time in more than six years
Total orders have been trending above the UK average since 2013 q3
In line with the UK average, investment has been stuck in red for the past three quarters
Only region where the employment balance has not dipped below zero over the past four years

The region has seen sustained output and employment
growth over the past six years, supported by the large
presence of the consumer-focused food and drink sector,
as well as robust growth in the metal products sector,
which accounts for 70% of output for the whole metals
industry in Yorkshire & Humber.
However, after a run of output growth spanning more
than six years, the output balance took a step back in
2016 q2. As a result, manufacturers in the region have
turned more cautious with their investment plans, in line
with most of their peers in the UK. This could be the result
of lingering uncertainty about the prospects for the basic
metals sector this year, as well as lacklustre growth in
construction providing little support to the region’s third
largest sector, rubber and plastics.

Still, pre-Brexit, manufacturers in the region were
relatively sanguine about their prospects over the next
three months, especially on output, with the region
recording the highest output balance in the UK. This was
underpinned by expectations for a considerable pick-up
in demand from key export markets, particularly North
America, which accounts for almost a quarter of the
region’s total overseas sales.
OUTPUT IN THE REGION OUTPERFORMED THE UK IN 2014 AND
2015
% BALANCE OF CHANGE IN OUTPUT (PAST 3 MONTHS)
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Source: EEF Business Trends Survey

BREXIT spotlight
Expectations among manufacturers in the Yorkshire &
Humber post-Brexit are somewhat more mixed than in
other regions. While increasing uncertainty is leading
manufacturers to rethink some of their business plans,
they also see a range of potential opportunities, likely to
be driven by the region’s high exposure to the US.
• M
 anufacturers in the Yorkshire & Humber are the third
most likely to be immediately reviewing the location
of their operations (7%) and overseas investment
(13%) over the next six months.

• M
 ore than one in three manufacturers in the Yorkshire
& Humber (34%) are concerned about the resilience
of their supply chain, the highest for any region.
• S till, manufacturers in the region also see a handful
of opportunities following the Brexit vote, topping
the table for increased demand (25%), long-term
certainty about the UK/EU relationship (21%) and
lower regulatory burden (25%).
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Scotland
Scotland is the UK’s fourth largest area in terms of
output. Manufacturing is responsible for 11.3% of that
output, which is only slightly above the UK average.
There are 8,475 manufacturing business in Scotland, up
by 7.1% from 2015. Scotland’s largest manufacturing
sectors are food and drink, metals and electronics.

Food and
drink: 32.4%

Metals: 10.8%

REGIONAL SUMMARY
%
UK SECTOR OUTPUT

Electronics: 6.6%

%
REGIONAL OUTPUT

Total GVA

8.0

–

Manufacturing

8.4

11.3

Services

7.6

74.5

Construction

7.5

5.6

Other
manufacturing: 50.2%
Source: ONS

EMPLOYMENT: There are 208,000 manufacturing jobs
in Scotland, accounting for 7.7% of the region’s total
workforce. The number of manufacturing jobs in the
region increased by 9.5% between 2010 and 2016,
one of the highest for any UK region.
PRODUCTIVITY: The country’s productivity is 97.5%
of the UK average, making Scotland the third most
productive part of the UK. In part, this is because
Scotland benefits from a concentration of the high
productivity oil and gas and financial services industries.
EXPORTS: In 2015, Scotland accounted for 4.8% of
the UK’s manufactured exports, the second least of any
region. At 39%, the country has the lowest share of
exports going to the EU, while exports to Asia and North
America are bang in line with the UK average. However,
Scotland exports above the UK average to nontraditional markets like Latin America, Sub-Saharan
Africa and the Middle East.
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Manufacturing performance in Scotland
Scotland has reported negative output balances for six consecutive quarters
Export orders have been stuck in the red since 2014 q2
Investment has been negative for every quarter over the past year
Despite the negative outlook, recruitment in the region has held up relatively well

% BALANCE OF CHANGE IN EXPORT ORDERS (PAST 3 MONTHS)
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Not all is bad news however. The country looked to be
turning a corner before the Brexit vote, with forward
looking expectations significantly more positive than in

LOW OIL PRICE HAS WEIGHED HEAVILY ON EXPORT DEMAND
SINCE 2014 Q2

2012 Q1

The low oil price has led oil and gas companies to can
their capital expenditure plans and as a result, demand
conditions for manufacturers in Scotland – who supply
capital equipment and metals to the North Sea – have
been markedly weak. Domestic orders have been the
softest for any UK region over the past year, while
export orders have been stuck in the red since 2014 q2.
Manufacturers have responded by cutting back production
and Scotland is the only region where output has been
negative for every quarter over the past year and a half.

previous quarters. The oil price has recovered from its
lows at the start of the year, now fluctuating around the
$50 p/b mark, spurring some investment in the North Sea.
Prospects also looked to be improving for the country’s
dominant food and drink industry, where growth was
expected to return in the sector during 2016.

2012 Q2

The outlook for manufacturing in Scotland has been
dominated by developments in the oil and gas industry.
With many manufacturers based in Scotland plugged
into oil and gas supply chains, trends in output and orders
have closely tracked the collapse in the global oil price
since the second half of 2014.

Source: EEF Business Trends Survey

BREXIT SPOTLIGHT: a view from Bryan Buchan, Chief Executive, Scottish Engineering
“Scotland is largely at variance with the most of the rest of
the UK, having clearly voted in favour of remaining within
the EU. The uncertainty which has affected the country
since before 2014, with the Independence Referendum
followed by a General Election, has severely impacted on
business confidence, with the result that companies have
been reluctant to make decisions on capital investment,
and the anticipated process of creative destruction postrecession simply has not happened.
Most businesses are recovering from the shock of the
last four weeks and are hopeful of positive outcomes
from what will be protracted negotiations following the
invocation of Article 50.

Clearly, there is some benefit to be drawn from the relative
collapse of Sterling to exporters; however, that is more
than countered by the cost of raw materials sourced from
the EU.
The European community has reacted with frustration
at our decision, and even the likes of Norway is critical
of the move. It would appear that if we wish to continue
benefitting from the open market, we shall have to accede
to free movement of labour and may even be liable for
significant tariffs to gain entry – leaving the question:
“How will we benefit?”
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Wales
Food and drink: 15.3%

Wales is the second smallest area in the UK in terms of
output. The manufacturing sector is overrepresented
in the region, accounting for 18.0% of total output,
the second highest for any region. There are 5,540
manufacturing businesses in the region, an increase of
355 enterprises or 6.8% from the previous year. The
region’s largest manufacturing sectors are food and drink,
transport and metals.

Transport equipment: 15.0%

Metals: 11.3%

REGIONAL SUMMARY
%
UK SECTOR OUTPUT

%
REGIONAL OUTPUT

Total GVA

3.6

–

Manufacturing

6.0

18.0

Services

3.3

71.6

Construction

3.2

5.3

Other manufacturing: 58.3%

Source: ONS

EMPLOYMENT: There are 165,000 manufacturing jobs
in Wales, accounting for 11.3% of the country’s total
workforce. Since the recession, Wales has seen the
strongest growth in manufacturing employment in
the UK. The number of jobs in the sector increased by
17% between 2010 and 2016.
PRODUCTIVITY: Wales’ productivity is 82.9% of
the UK average, the lowest level for anywhere in
the UK. The large presence of the high productivity
manufacturing sector is offset by a high concentration of
public sector employment, which tends to drag on overall
productivity.
EXPORTS: EXPORTS: In 2015, Wales accounted for
4.3% of the UK’s manufactured exports. Only 41% of
the country’s exports go to the EU, the second lowest
proportion in the UK. However, 25% of the country’s
exports go to North America and 14% to the Middle
East, the highest for any UK region. As a result, exports
to all other markets – Eastern Europe, Sub-Saharan Africa,
Latin America and Western Europe (excl. EU) – fall below
the UK average.
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Manufacturing performance in Wales
Strongest output growth in the UK over the past year, but expectations negative for 2016 q3
Total orders in the country have been positive since 2013 q2
Employment has been bumpy over the past year, but recruitment intentions robust for 2016 q3
Investment back in the black in q2, after turning negative in 2016 q1 for the first time in four years

% BALANCE OF CHANGE IN total orders (PAST 3 MONTHS)
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However, this positive outlook looks set to lose
momentum over the next three months. Manufacturers in
Wales are braced for reigning in output during 2016 q3,
with the country’s output balance the weakest in the UK.
This is likely driven by expectations that the spectacular
growth in domestic orders over the past few quarters will
unwind over the next three months.

demand conditions in wales have been robust over the
past three years

2012 Q2

Wales benefits from having a relative diverse
manufacturing base with no single sector dominating
output in the country. The country’s two largest sectors,
food and drink and transport equipment, have been
capitalising on strong consumer demand with low
inflation supporting household consumption.

Encouragingly, this has not translated to subdued
investment and employment intentions, suggesting that
manufacturers in Wales expect the drop in demand in
2016 Q3 to be a blip, with both indicators posting the
strongest balances in the UK. Still, the impact of the Brexit
vote could jeopardise manufacturers’ plans to boost
investment and recruitment over the next three months.

2012 Q1

Manufacturers in Wales have experienced substantially
better market conditions than most UK regions over the
past three years. Output has been steadily positive and
trending above the UK average for every quarter since
2013 q2, supported by a solid demand environment.

Source: EEF Business Trends Survey

BREXIT spotlight
Manufacturers in Wales are relatively optimistic about
their demand prospects over the next six months despite
the referendum result. This is likely down to Wales’ export
profile, where the country sends the largest proportion of
exports in the UK to North America and the Middle East.
Still, the large post-Brexit drop in the Wales confidence
index mirrors concerns around increasing uncertainty
leading to complications in business planning.
• W
 hile manufacturers in Wales are among the least
optimistic about demand prospects from the EU,
with a balance of –19%, they are confident about

prospects for UK demand (the second highest in the
UK) and export orders from outside the EU (third
highest in the UK).
• H
 owever, Wales has the largest proportion of
manufacturers immediately reviewing the location
of their operations (11%) and domestic recruitment
plans (26%).
• T
 his is reflected in concerns about the attitude of
their parent company (26%) and status of EU
funding (42%), both of which are the highest for any
UK region.
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data summary
PRESENTED IN ascending order
Output: past 3 months

Total Orders: past 3 months

% AVERAGE BALANCE OF CHANGE 2015 Q3 – 2016 Q2

% AVERAGE BALANCE OF CHANGE 2015 Q3 – 2016 Q2

UK Orders: past 3 months

Export Orders: past 3 months

% AVERAGE BALANCE OF CHANGE 2015 Q3 – 2016 Q2

% AVERAGE BALANCE OF CHANGE 2015 Q3 – 2016 Q2
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We are the voice of UK manufacturing and engineering and a leading provider of
business support. We want manufacturing industry, and your business, to be able to
thrive, innovate and compete, both locally and on a global scale.
We work with the UK’s manufacturers from the largest to the smallest and because
we understand manufacturing so well, policy makers trust our advice and welcome our
involvement. We work with them to create policies that are in the best interests of the
sector, that encourage a high growth industry and boost the manufacturing sector’s
ability to make a positive contribution to the UK’s real economy.
Our policy work delivers real business value for our members, giving them a unique
insight into the way changing legislation will affect their business. This insight,
complemented by intelligence gathered through our ongoing member research and
networking programmes, informs our broad portfolio of business support services
which include HR & employment law, health, safety and the environment and
productivity improvement. We also provide a wide range of training, from engineering
apprenticeships to management and leadership development.
To find out more about becoming an EEF member, contact us on 0808 168 5874 or
email us at enquiries@eef.org.uk
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To find out more about this report,
contact:
Lee Hopley
Chief Economist
020 7654 1537
lhopley@eef.org.uk
George Nikolaidis
Senior Economist
020 7654 1539
gnikolaidis@eef.org.uk
Zach Witton
Deputy Chief Economist
020 7654 1514
zwitton@eef.org.uk
EEF Information Line
0808 168 5874
research@eef.org.uk
The data used in this survey has been
provided by EEF members. Contributing
to our surveys helps to accurately reflect
trends and behaviours that shape the
UK manufacturing sector.
If you would like to participate in future
surveys, please contact Amanda Norris
in our Information and Research team
anorris@eef.org.uk

Accountancy and business advisory firm BDO LLP is the UK member firm of BDO
International, which has more than 1,400 offices in 154 countries. We operate from
18 offices across the UK, employing 3,500 people offering tax, audit and assurance,
and a range of advisory services.
Manufacturing is a priority sector for BDO and this focus enables us to tailor the wide
range of services we offer and apply our skills and knowledge to help clients achieve
their objectives.
We provide real solutions to industry issues, utilising our capabilities in everything from
sector-specific tax, audit and business advice to patent box, research and development
claims and acquisition opportunities to help our clients grow in the UK and overseas.
We have an excellent understanding of the issues affecting UK manufacturers as an
industry sector, but we also focus on specific sub-sectors to improve our knowledge
and our service to clients. These include: aerospace, automotive, building products,
chemicals, food and drink, industrials, marine, test and measurement and technology.
Manufacturing remains one of the key industries of the UK economy. We are delighted
to be able to play an active role in supporting the businesses that operate in this
vibrant, changing and challenging sector.
For further information about our business and services, please visit our
website: www.bdo.co.uk
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To talk about any issues your
manufacturing business may be facing
please contact:
Tom Lawton
Head, BDO Manufacturing
0121 352 6372
tom.lawton@bdo.co.uk
Baljit Bhamra
Marketing and Business Development
Manager – BDO Manufacturing
0121 352 6296
baljit.bhamra@bdo.co.uk

We foster enterprise and evolution to keep your
business competitive, dynamic and future focused
www.eef.org.uk
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