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INTRODUCTION 3

Thank you to all who contributed to this quarter’'s Quarterly Economic Survey
(QES), your insights are always very much appreciated. Cost of labour, inflation and
interest rates are the key issues facing our members.

This data paints a bleak picture for businesses that need hope for the weeks and
months ahead. 26 per cent of service firms and 31 per cent of manufacturers
reported decreases in cash flow in Q2, the third consecutive quarter that has seen
cash flow in negative territory.

Despite this, domestic sales for manufacturers are now at the highest level since end
of 2022, having risen an impressive 17 points since the Q1 survey. Producers also saw
their order books head in the right direction, up by three points. A promising sign as
the UK economy also grew by more than initially estimated in the first three months
of 2024 as the UK emerged from recession.

Service sector firms posted an improving picture too on UK sales, up by two per
cent. Order books contracted slightly, having grown for the previous two quarters.

It is important to note that this data was collected in the lead up to the general
election where businesses were understandably apprehensive about what the
future would hold.

Now that we know the outcome of the general election, Calderdale, Kirklees
and Wakefield businesses can start to plan and look ahead with confidence and
structure.

Despite the looming uncertainty throughout Q2 | am happy to see that sales are
up across the board for firms in our region. | hope that with the right government

support, this will continue to rise.

If you would like to discuss the results or share any insights about how your business
is faring get in touch with me via martin@my-chamber.co.uk.
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MESSAGE FROM THE BRITISH CHAMBERS

CALDERDALE COUNCIL

Shevaun Haviland Robin Tuddenham
Director General Chief Executive
British Chambers of Commerce Calderdale Council

It's really encouraging to see positive
shoots of recovery from businesses
across the UK.

Confidence has been improving
among companies in recent months.
Our data show the tangible impact
of that positivity, as businesses
report improved sales and cashflow.
But investment levels remain an area
of concern.

Our message to the new government

is clear. We need a long-term economic
plan that has the green transition at

its heart, with a workforce fit for the
future, living in thriving local places and
powered by businesses that are globally
facing and digitally enabled.

Business stands ready to work in
partnership with government to
capitalise on the positive signs our data
is showing.

The QES clearly sets out the issues facing
businesses in the first quarter of this year. We

want Calderdale to be a place where people and
businesses thrive and this is why we support the
development of an inclusive economy with a
strong emphasis on social value and a commitment
to developing a skilled workforce to meet the
current and future needs of business. A place

with a growing economy where people have

skills to secure and progress in quality jolos, where
businesses can innovate and invest with a workforce
that meets their needs, and where we have a
financially and environmentally sustainable future.
This is driven by our priorities for thriving towns and
places, reduced inequalities and climate action.

Working with our partner organisations across all
sectors, we will build and nurture local talent, support
the creation of more and better jobs, and increase
wages and skills in growing industries such as the
‘green’ sector, digital, advanced manufacturing and
our visitor economy.

Our Inclusive Economy Strategy and Employment
and Skills Framework recognise national challenges
such as the rising cost of living and the impact of
the COVID-19 pandemic and flooding, as well as
strengths including Calderdale’s business growth
rate being double the national average, having the
second highest productivity rates in the region,

and strong connections with the West Yorkshire
Combined Authority to build an inclusive economy
at a regional level.

The Inclusive Economy Strategy 2024 - 2029 has

five goals, which will be overseen by the Council and

its partners on the Inclusive Economy Board:

* Increased business innovation, enterprise and
investment.

»  Good work for all, including young people.

*  Wealthis created and retained within
communities.

» Acleaner and greener economy, fit for the future.

»  More people visit, stay, work and live in
Calderdale.

The Employment and Skills Framework 2024 - 2029

aims to help achieve these goals, through the new

cross-sector Employment and Skills Partnership, by:

* Improving skills, qualifications and connections
to education, including enhanced digital skills and
skills needed to achieve Calderdale’s target of net
zero carbon emissions by 2038.

* Clearly linking skills to jolbs, especially for
young people, such as through careers advice,
apprenticeships and work placements.

* Helping businesses with skills and labour
shortages to support their resilience and growth.

* Reducing unemployment and economic
inactivity by supporting more people into work,
including through making connections to health
and wellbeing.

*  Supporting good jobs progression at work,
including reducing gaps in pay compared to
national averages.

* Reducing inequalities between different areas
and communities.
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WAKEFIELD COUNCIL

Tony Reeves
Chief Executive
Wakefield Council

KIRKLEES COUNCIL

Steve Mawson
Chief Executive

Kirklees Council

The latest quarterly economic survey highlights
a mixed economic landscape, with both
encouraging signs and notable challenges for
businesses in the region.

In the second quarter of this year, 42% of
manufacturers and 34% of service sector

firms reported improved UK sales. Yorkshire
manufacturers saw the highest growth in exports
since late 2021. This sits alongside service sector
firms experiencing a decline in sales.

Although over one in four employers in the region
plan to increase their headcount in the next three
months, the rate of growth in hiring is slowing.

Inflation remains the main external cost pressure
for businesses. Interest rates and taxation are also
significant issues. Labour costs are particularly
affecting manufacturers, as well as raw material
and transport costs. Only 29% of manufacturers
and 41% of service sector firms are operating at
full capacity.

After six months of optimism, profit growth
expectations are declining, and turnover
expectations have reversed for both sectors.
However, 41% of firms still expect profitability to
improve, while 28% anticipate a decrease.

In summary, while there are pockets of positive
performance, such as export growth for
manufacturers, significant challenges remain. The
focus on managing cost pressures and fostering
inclusive growth will be crucial for future economic
resilience and prosperity.

We will support local businesses to do just

that through the Wakefield District Economic
Wellbeing Strategy, which focusses on driving
economic wellbeing for the residents of our
district. Our commitment to good and inclusive
growth, working with businesses who support fair
employment principles, will help to drive better
paid, rewarding jobs for residents.

Some examples of this include working with
businesses in key sectors to help them influence
the courses offered by academic partners so that
residents have the skills needed in future jobs. And
encouraging businesses in the district to sign up
to the West Yorkshire Fair Work Charter, allowing
them to highlight good employment practices so
they become an employer of choice.

The latest Chamber of Commmerce quarterly
survey continues to paint a mixed economic
picture for local firms. It is encouraging to

see domestic and export sales improving for
both manufacturing and professional services.
Nationally, whilst interest rates have now

fallen to the Bank of England’s 2% target rate,
businesses continue to face pressures on costs
and the labour market is expected to tighten
further during 2024 and 2025.

In Huddersfield, we've seen work commence
on the Cultural Heart project that will create

a new, vibrant cultural quarter for the town
centre; and work continuing apace on the
development of a new cinema and leisure
offer at Kingsgate, as well as the construction
of the Daphne Steel Building at the University
of Huddersfield’'s National Health Innovation
Campus. The ongoing Transpennine Route
Upgrade works are transforming Huddersfield
and other key railway stations and will result in
significantly improved journey times.

In Dewsbury, works have commenced on
the renovation of the historic Arcade, and
revitalisation of the Dewsbury Market is
expected to start in the first half of 2025.

on opportunities in the health and life sciences
sector and attended a fringe meeting hosted
jointly by the Council, University of Huddersfield
and Huddersfield Unlimited.

These conversations helped me to reflect

on the role of local government and other
place-based institutions in unlocking business
growth and investment, and in creating
good, well-paid and sustainable jolbs which
truly benefit host communities. It's definitely
not rocket science - creating certainty for
developers through the planning system;
ensuring the right business infrastructure

(i.e. transport connectivity) is in place; and
supporting the creation of a suitably qualified
talent pipeline.

If we can get those basic things right, our

ask of business is equally simple - engage
locally. Consider how you can take on an extra
Apprentice, or support work placement or
other careers activity with local schools; think
about supporting local voluntary/community
organisations in their work. I'd argue that

the benefits of embedding businesses in
communities are entirely mutual.

Over the last nine months as Chief Executive of
Kirklees Council I've had the privilege to meet a
number of key local businesses and prospective
investors, including most recently at UKREIIF in
Leeds where | chaired a panel session focusing
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METHODOLOGY

METHODOLOGY

The respondents of business owner/senior manager/director/partner status. Forty
three per cent of this sample were actively trading internationally, a larger figure
than seen in the Quarter One 2024 studly.

Of those businesses surveyed 41 per cent were micro, 28 per cent were small, 20
per cent were medium and 11 per cent were large.

Businesses were surveyed by telephone or online guestionnaire between Monday
May 13 until Friday June 7 2024.

Net balance figures referred to throughout this report and represented in the
graphs are determined by subtracting the percentage of companies reporting
decreases in a factor from the percentage of companies reporting increases.
The Chambers that conducted the survey are:
*  West and North Yorkshire Chamber of Commerce
(which covers Bradford. Leeds, City of York and all of the North Yorkshire
Districts).

*  Mid Yorkshire Chamber of Commerce
(which covers Wakefield, Calderdale and Kirklees).

BUSINESS SIZE CLASSIFICATION

Throughout the document we refer to the European standard definition of
company size as follows

0 - 9 employees Micro business

10 - 49 employees Small business

50 - 249 employees Medium business

250+ employees Large business

EXECUTIVE SUMMARY

DOMESTIC SALES

One of the real success stories of the
latest QES is the continued growth in
UK sales. Manufacturers built on their
previous growth trajectory by growing
sales by 17 per cent while service sector
firms grew by two per cent.

EXPORT SALES

Manufacturers posted another quarter
of growth growing overseas sales by
1 per cent. Service sector firms fell
backwards by 14 points, but order
books look more positive.

EMPLOYMENT

Service sector firms saw their growth

in the last six months fall back with a 12
point decline in hiring over the last six
months. Meanwhile, manufacturers saw
their hiring soar during the previous
quarter. Hiring intent across the two
sectors continues to look flat.

INVESTMENT

Manufacturing firms are increasing the
amount of time they are spending on
staff training. However, the appetite for
capital investment has waned across both
sectors, albeit only marginally for service
sector businesses.

BUSINESS CONFIDENCE

The optimism seen at the start of the year
has begun to roll back with firms revising
down their expectations on revenues. The
number of firms expecting to grow their
profits flatlined for manufacturing and
declined for service sector firms for the
first time in six months.

BUSINESS COSTS AND CONCERNS
Inflation and interest rates remain the
nMost pressing external concerns facing
businesses while the cost of lalbour
remains the chief price pressure.
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V 14%

DOMESTIC SALES INTERNATIONAL SALES
Domestic sales for manufacturers are Exports from Yorkshire
now at the highest level since end of manufacturers grew by 11 points, the
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EMPLOYMENT

While just over one in four employers in
our region are looking to increase their
headcount over the next three months,
the growth in businesses looking to
boost their staff is beginning to slow.

V 7%
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INVESTMENT

Manufacturers saw a healthy 12 per
cent increase in the desire to train
existing staff members, the highest it
has been for nearly a year. However,

% o % service sector firms saw a 9 per cent
£ o 10 decrease in firms looking to upskill their
Hiring intent is down seven per centage 5_? ° § 0 workforces.
points for service firms and eight per 20 g0
cent for manufacturers. jz 20 Capital investment fared worse with
e oo 99899 88888888833 N a six per cent decline in the volume of
Labour costs remain the chief cost 8330335008303 303006060500 §835898338833883508853035 38 manufacturing firms looking to buy in
burden for businesses in our region and, Services ===Manufacturing Services e=meManufacturing new plant or machinery. For service
as successive QES reports have shown, sector firms there was a more modest
enthusiasm for taking on more staff reduction of one per cent.
oscillates a great deal as firms deal with
a turbulent trading environment. In total, 24 per cent of firms across both
sectors are looking to make capital
There was some good news in the investments while 22 per cent have
manufacturing sector where there was 0 © been looking at investing in training
a 12 per cent boost in the numbers © zz their staff.
of employers looking to grow their ® zg % 10
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18 CAPACITY

EXPECTATION OF PRICE RISES 19

CAPACITY & COST PRESSURES
Despite the headline rate of inflation
having declined in recent months from
the highs of late 2022, they remain the
chief external cost pressure being faced
by businesses. It is clear from employers
in our region that reductions in the

rate of increasing overheads is not
something being experienced on the
day-to-day basis.

Behind inflation, interest rates and
taxation are the next most pressing
issues being faced.

When it comes to price pressures, the
cost of labour remains the biggest
issue. The cost-of-living crisis has led
many employers to enact substantial
pay increases, something which is
proving burdensome, particularly for
manufacturers. Elsewhere, the cost of
raw materials and transport were cited
as inhibitors.

Elsewhere, only 29 per cent of
manufacturers reported themselves as
being at full capacity, a value that rose
to 41 per cent of service sector firms.
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PRICES

Inflation, interest rates and taxation
are the three headed beast that is
presenting the region’s business
community with the most difficulties.

Just two per cent of service sector
firms and six per cent of manufacturers
anticipate costs reducing in the coming
weeks.

Overall, 42 per cent of businesses
across all sectors expect prices to
increase and 55 per cent predict they
will remain at the same level.
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CASHFLOW BUSINESS CONFIDENCE
Cashflow remains a stubborn After an optimistic six months,
problem for businesses across expectations on growing profits is
. 30 80 . . .
all sectors, with 26 per cent of o 70 either flatlining or decreasing, the
service firms and 31 per cent of 0 60 numibers this quarter tell us. Service
manufacturers reporting decreases. ® ® %0 sector firms predicting an increase in
g g 40 L. .
§ -10 § % profits in the coming three months
Cashflow has now been in negative 8 20 3 fg fell by 17 points while the level of
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territory for both sectors for three z 30 Z manufacturing businesses expecting
consecutive quarters. 0 10 higher profits remained on level
-50 -20 . .
22> R Raaad¥YYIIIIIRIII 22> 3 SRR AN YYRRIQIRII pegging with Q1 of the year.
INDUSTRY VOICE: 5530633506833 66330638000a 0 5330633003833 0060368300080d0T 0
“Enquiries have been slower, really Services ====Manufacturing Services ====Manufacturing Expectations on turnover also went into
hard to get people onto my courses reverse for both sectors.
particularly individuals paying as
opposed to organisations.” Still, overall, 41 per cent of firms expect
to improve profitability in the coming
weeks, while 28 per cent expect to see
them decrease.
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REGIONAL COMPARISON - SERVICES
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NATIONAL AND REGIONAL
COMPARISONS

Disappointingly, our region is lagging
behind on several key fronts, most
notably on confidence around
profitability, where we are showing
weaker levels of optimism than either
the rest of the north of England or the
nation as a whole.

REGIONAL INVESTMENT TRAINING REGIONAL BUSINESS CONFIDENCE - PROFITS
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Manufacturers in the region can be Investment - Training (Manufacturing) Confidence (Manufacturing) Confidence (Services)
proud of their performance in Q2

which has outstripped the rest of
Britain in the export market.
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Cashflow remains a serious concern
for businesses in our region.

REGIONAL INVESTMENT CAPITAL
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BRITISH CHAMBERS COMMENTARY

David Bharier
Head of Research
British Chambers of Commerce

“The new Government should capitalise on the
confidence momentum and focus on addressing skills
shortages, trade barriers, and unlocking the potential

)

of Al and green innovation.

BUSINESS CONFIDENCE
SLIGHTLY IMPROVED, ALBEIT
FROM A VERY LOW BASE

e 38% of firms (compared with 36% in Q1) said
they had seen an increase in domestic sales over
the previous three months, while 43% reported
no change, and 20% a decrease.

« After a static picture in Q1, business confidence
has increased slightly in Q2. 58% of firms say
they are expecting an increase in turnover
over the next year compared with 56% in Q1.
29% expect no change and only 13% expect a
decrease.

« With inflation easing to target - the data also
reveals that fewer firms (39% compared to 46%
in Q1) expect to hike their own prices in the
coming months.

The survey, which was conducted between 13th
May and 10th June, of nearly 5,000 firms across
the UK (91% of whom are SMEs - fewer than 250
employees) - also reveals that despite improved
trading conditions most firms are still not
increasing investment.

IMPROVEMENT IN OVERALL BUSINESS
CONDITIONS

The percentage of respondents reporting increased
domestic sales rose to 38%, compared with 36% in
Q1. 43% of firms said sales had remained constant
and 20% reported a decrease.

There were some sectoral differences - 37% of
manufacturers and 40% of business-to-business
service companies (such as legal and finance)
reporting a boost in sales. By contrast, only 33%
business to consumer firms (such as hospitality and
retail) saw an increase.

There has been an uptick in firms experiencing an
increase in cash flow, rising to 28% compared with
26% in Q1. 47% report no change in cash flow, while
24% report a decrease.

BUSINESS CONFIDENCE HAS INCREASED

58% of firms expect to see their turnover increase
over the next 12 months - an increase from 56% in
Q1. 29% expect no change and only 13% expect to
see turnover decline.

Profitability confidence has also increased, with 51%
of companies expecting profits to increase in the
next year. That compares to 48% in Q1. 32% expect
no change and 17% of respondents believe their
profits will fall.

FEWER FIRMS EXPECTING TO INCREASE
PRICES

As inflation continues to ease, fewer firms are

now expecting to put up their prices. 39% of
respondents say they are expecting to raise the
cost of their goods or services in the next three
months, compared with 46% in Q1. 59% think their
prices will stay the same, and just 2% are expecting
a decrease.

Labour costs continue to be cited as the main cost
pressure across all businesses. 67% of responding
firms say they are under pressure to raise prices
because of this (68% in Q1). Some sectors are
feeling this pressure more than others, with 77%
of hospitality firms and 76% of construction or
engineering firms citing it as a key driver.

CONCERN ABOUT EXTERNAL FACTORS
CONTINUES TO DECLINE

While inflation remains the biggest external worry
among businesses, the level of concern has fallen
significantly. Around half (49%) of firms say they
are more concerned about inflation than in the last
quarter (58% in Q). That’s returning to levels of
concern last seen in 2021 and significantly below
the 84% reported in Q2 2022, at the peak of the
inflation crisis.

39% of respondents say they are concerned about
competition, and 36% tax. With an interest rate
cut likely in the coming months - the percentage
of firms raising the cost of borrowing as an issue
remains at roughly the same level - 34% in Q2
compared with 35% in Q1.

MOST FIRMS STILL NOT INCREASING
INVESTMENT

Despite the boost in business confidence

and conditions, investment levels continue to
struggle. Most firms say they haven’t increased
the amount of new plant, machinery and
equipment they’ve bought or rented. Only 25%

reported an increase in investment, compared
with 24% in Q1. 61% said levels had remained the
same, 14% reported a decrease.

There are large sectoral disparities in investment
levels. 42% of transport and logistics firms say they
have increased investment levels, while the figure
for retail companies was just 19%.

David Bharier, Head of Research at the British
Chambers of Commerce said: “The latest results
from our QES show that both business conditions
and business confidence have improved, albeit
from a relatively low base. The last four years
have seen SMEs deal with one crisis after the
other, from Covid lockdowns to supply chain
breakdowns and new trade barriers with the EU.
As some of these crises have ebbed, more SMEs
are regaining confidence and reporting increased
sales and cash flow.

“The data also show that concern about inflation
among businesses has dropped to levels last seen
in 2021 as fewer firms expect to raise prices. A
Bank rate cut later this year will help bring down
borrowing costs.

“However, investment levels remain a long-term
concern and significant sectoral divergences
remain, as sectors such as hospitality and retail
continue to report far tougher trading conditions.
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