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INTRODUCTION 3

Welcome to the latest edition of the quarterly
economic report and thank you to all the
companies who took the time to complete the
survey during the current circumstances.

Whilst the numbers make for grim reading this will
likely be the most significant quarterly economic
survey in three decades as policy makers look to
the results in helping to guide recovery plans.

The results present a dramatic picture of the
devastating impact of the coronavirus pandemic
on companies, jobs and the economy as a whole.
Businesses across Calderdale, Kirklees and
Wakefield are suffering - but there is more
confidence here for the future than the rest of the
country.

Martin Hathaway
Managing Director

We must never forget that behind every statistic is
a story. Businesses are run by people who create
Mid Yorkshire Chamber jobs, generate wealth and support our
communities. When firms suffer, as they currently
are, the ripples extend far beyond the walls of the
office, factory or workshop. That's why these
numbers matter and should serve as a wake-up call
for those making decisions on what happens next.

of Commerce

There has been a huge amount of welcome
government support - but as the payouts from
these schemes become more distant and as the
contribution to workers who have been furloughed
reduces, we are facing an unprecedented situation
with challenges the likes of which we've never seen.

While businesses in our region are more optimistic
than some, they are under no illusions about what’s
to come. They need help and support - from
government, from councils and from us all - to
survive and, in time, thrive. Here at the Chamber of
Commerce, we pledge to do everything we can to
Thank you to the West and North support the recovery and | look forward to leading

Yorkshire Chamber of Commerce, that charge in the weeks and months ahead.

West Yorkshire Combined Authority As always, your views are important so please do
and the Leeds City Region LEP for get in touch with any comments via
their ongoing support of this report. martin.hathaway@mycci.co.uk.



MESSAGE FROM KIRKLEES COUNCIL

We know that businesses across Kirklees, as with the
rest of the country, have been hit hard by the
Coronavirus pandemic. Many businesses have been
forced to temporarily close or pause trading while
those who have been able to continue trading are
doing so at a much-reduced level. Government support
has of course helped enormously but we know that for
many things are still very much on a knife edge with
cashflow and future orders continuing to be extremely
challenging.

Chief Executive Officer

Kirklees Council

However, we have also seen some real glimmers of
hope. Results from the QES suggest that Kirklees’
diverse manufacturing base is holding up well with
employment data less gloomy in our region than
elsewhere. This is great to see. Our manufacturers have
responded to the immediate challenge of keeping open
the supply of vital goods and services, furloughing
fewer staff than we might have thought. Businesses
have diversified and are now managing the difficult
transition back to work well with innovative and well
thought through adaptations to allow them to meet
COVID-Secure guidelines.

Despite the many challenges faced by businesses at
this time, we are seeing real resilience. As restrictions
begin to ease we are seeing many of our businesses
move from crisis management to future planning and
there is a real opportunity for many to adapt and
reinvent for the 21st century.
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MESSAGE FROM LCR LEP

Chair

Leeds City Region
Enterprise Partnership
and NPT

For more information on the business
support available across Leeds City
Region, including Barnsley, Bradford,
Calderdale, Craven, Harrogate,
Kirklees, Leeds, Selby, Wakefield or
York, contact O114 4481818 or
business.growth@the-lep.com.

The stark economic impact of the COVID-19 crisis on
businesses and people of our region is all too evident in this
quarter’s economic survey. Both export and domestic activity
have taken a sharp downturn and many businesses are
reporting increased risk as they look to rebuild their customer
base after months of little to no activity.

As lockdown restrictions begin to ease, we are beginning to
see some signs that business activity is resuming, but the road
to economic recovery will be long and challenging.

The LEP and the Combined Authority are coommitted to
supporting the region’s economy with a package of measures
to help protect as many jobs and businesses as possible,
including capital grants for businesses, skills support and
training for those who have been furloughed or lost their job
as a result of the crisis, or mentoring and peer-to-peer support
from other business people. The LEP has already provided
direct support to over 3,000 companies through the LEP’s
business support service, as well as capital grants, webinars
and mentoring support for affected firms.

Businesses can access support through the LEP’s Business
Support Service by calling the helpline on 0113 348 1818, by
emailing businesssupport@the-lep.com or by using the online
business support enquiry form.

As we look to recover from the pandemic, it will be more
important than ever that we focus on rebuilding an even more
resilient, sustainable and inclusive economy that enables
everyone to prosper and enjoy a decent quality of life.

QUARTERLY
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MESSAGE FROM CALDERDALE COUNCIL

Our amazing local businesses are a vital part of
Calderdale’s story. They make a major contribution to
our economy and our distinctiveness as a place.
Supporting them to thrive has always been a priority
for the Council, but now, more than ever, we know how
important it is to work with them to ensure a safe and
sustainable recovery from the COVID-19 pandemic.

Chief Executive Officer

Calderdale Council

It’s a welcome step that more and more businesses can
now cautiously reopen, but we understand the
significant challenges they are facing. We are doing
everything we can to help them get back on their feet.

Together, we will learn from this crisis and build a safe
and strong future for Calderdale. The pandemic has
given us the opportunity to reimagine our town
centres, and we are determined to make this happen to
help them to stay vibrant and sustainable.

Our local businesses have always been defined by their
great talent and resilience, and we’ve seen many
examples of this recently. We know they will approach
the coming months with their usual enterprising spirit.
This, and the continued support of the Council to
rebuild and reset our place, will be essential to achieve
our Vision2024 for Calderdale to remain a place where
people want to live and invest.
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MESSAGE FROM WAKEFIELD COUNCIL

Cllr Mrs Jeffery
Leader

Wakefield City Councill

Prior to the pandemic there were over 9,600 active
businesses across the Wakefield district, and
economic activity levels in the Wakefield district
were above both the regional and national
averages. Partnership working across the district,
with the Chamber, Business Improvement District,
Wakefield Bondholders, businesses, investors and
developers and other local stakeholders has been
integral to this achievement.

We have worked hard, both with the Chamber and
with other local partners, to help our businesses
and facilitate their safe reopening. Since the initial
lockdown our business advisers have responded to
over 1,500 enquiries from local companies seeking
advice and support.

We have also put a robust and inclusive support
framework in place through our Wakefield
Recovery Board. This Board comprises key local
partners, including the Chamber, and will assess
issues, respond appropriately as Government
restrictions lift and the impacts on Wakefield are
better understood, set strategy and drive the
restart and diversification of our local economy
going forward.

Businesses of all sizes and types have been
supported to remain financially viable and receive
the financial support they have needed to come
through the lockdown period.

By mid-June 2020 alone, Wakefield Council had
supported and made over 5,500 grant payments
to local businesses. This support has totalled over
£63m so far to help business keep on their feet, and
staff in their jobs.

We also assisted local business to come back and
reopen successfully and safely. The council
developed and provided comprehensive advice
and guidance packs, delivering these to businesses
across our district, and putting in place face to face
ambassadors across high streets throughout our

district to support retailers. Comprehensive advice,
information has been put out through direct
communications with business and through social
media throughout this time, with great feedback
from businesses, especially smaller retailers.

I'm delighted that our latest data for local business
shows that Wakefield businesses are bouncing
back. In the last 3 weeks, 44% of all business have
said they are currently trading; 11% more than in the
previous 3 week period. This number is growing
daily, and will grow significantly further once
government permits the reopening of those
businesses still closed.

I'm also pleased that business confidence and
confidence in the Council’s business support
services remain high, despite the exceptional
circumstances around Covid-19. Of Wakefield
businesses engaged with in the last 3 weeks, 62%
reported themselves as feeling ‘very resilient’
against future challenges, with a further 36% of
business said they felt ‘quite resilient’.

We will continue to work with businesses of all sizes
and types to give them the help they need and
keep business confidence high.

As with places across Britain, | know we have a long
haul in Wakefield to keep the recovery going and
keep our businesses successfully employing and
serving local communities. But we have a strong
track record of helping to grow business and jobs,
and secure inward investment, to build on.

We know local businesses in Wakefield still require
a better skilled workforce to help take their
businesses to the next level, and we are working
hard on that through a variety of programmes and
with colleagues at regional level. We also want to
make any further devolution across West Yorkshire
work for Wakefield and its businesses, including
supporting and repurposing our city and town
centres and improving local transport links.

Wakefield’s ambition is always to be open for
business and open to business. Working with the
Chamber and others, we will continue to strive to

Q

achieve those ambitions.
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METHODOLOGY BUSINESS SIZE
CLASSIFICATION

This quarter there were 369 respondents of business

owner / senior manager / director / partner status. Throughout the document we refer
49% of the sample was actively trading internationally. to the European standard definition
Businesses were surveyed by telephone or by online of company size as follows:
guestionnaire between the periods 18th May to the 8th

June 2020.

Net balance figures referred to throughout this report O - 9 employees

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.

10 - 49 employees

The Chambers that conducted the survey are: 50 - 249 employees

West and North Yorkshire Chamber of Commerce.
Mid-Yorkshire Chamber of Commerce.
250+ employees
The remit of the above Chambers does not extend to
Barnsley and therefore findings reflect the position in
most but not all of the Leeds City Region economy.



EXECUTIVE SUMMARY

EXECUTIVE SUMMARY

DOMESTIC SALES AND ORDERS - Net balance fell by 66points for manufacturers and
95 points for the service sector. Within the services sub=sectors, it is business to
consumer companies such as hospitality, training and venues which are hardest hit
whereas information technology and communications showed the least impact.

EXPORT SALES AND ORDERS - Net balance fell 72 points and 65 points for services
and manufacturing respectively.

EMPLOYMENT - Whilst the number of companies reporting headcount increases was
less than those reporting decreases, three quarters of businesses reported no change on
the previous quarter. Companies had already indicated prior to this survey that many
were furloughing staff.

INVESTMENT - Investment in both training and capital equipment fell in the last quarter
as companies seek to hold on to cash reserves. Ongoing uncertainty will likely delay any
future investment in the short term without government stimulus to get the economy
moving again.

BUSINESS CONFIDENCE - Business confidence, not unsurprisingly, fell to its lowest
point since late 2008 and early 2009 across all sectors.
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DOMESTIC SALES AND
ORDERS

This quarter’s results are unprecedented
and exceed the previous 30 year low
which we saw in Q4 2008. Services net
balance, which had been moving upwards
following December’s general election
result and the collapse of the Brexit
roadblock, dropped 95 points to -60%, at
the low point of the recession of 2008 this
only ever reached -26%. This shows just
how different the two economic events
really are with both supply and demand
side challenges this time round.

Manufacturers were already seeing the
early impacts of coronavirus supply chain
disruption in Q1, whilst having to deal with
geo-political tensions and a slowing
international economy. This quarter’s net
balance of -66% also exceeds the low
point of Q4 2008 when it stood at -57%.
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OVERSEAS SALES AND
ORDERS

Exporters reported similar falls in sales as
markets closed and lockdowns were
introduced around the world with drops in
net balance of 72 and 65 points
respectively for services and
manufacturing. Forward orders saw similar
catastrophic drops.

EXPORT SALES BY SECTOR

Net balance (%)

60%
40% -
20% NNt

0% -
-20% |
-40%

e==Services === Manufacturing

EXPORT ORDERS

Net balance (%)

0 oo
40
20

e===Service ====Manufacturing



EMPLOYMENT

Although net balances turned negative for
the first time since 2008/09 the majority of
businesses reported ‘remain constant’ in
their survey responses. Given the Chamber’s
weekly COVIDI19 tracker has consistently
indicated that many businesses had put
large volumes of staff on furlough this
would indicate that, for the time being at
least, companies are looking to retain
workers in preparation for recovery.

How the government deals with the easing
of lockdown and the tapering of the
furlough scheme could have a profound
effect on employment rates. Given that the
number of companies reporting recruitment
activities in the last quarter was extremely
low, then for the short term we may see
unemployment rising across our region.

RECRUITMENT BY
INDUSTRY SECTOR

The number of companies reporting any
kind of recruitment activity was so low this
guarter that the data provided does not
represent a reliable sample for the purposes
of this quarter’s report.

WORKFORCE CHANGES - LAST QUARTER

Net balance (%)
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CASHFLOW

Since the end of March the Chamber
network has been tracking the cashflow
challenges faced by companies. The
number of companies reporting less than
three months cash reserves was a stark
warning to government that many may not
survive. This quarter it does not come as a
surprise to report the steepest drop in net
balance in the survey’s 30 year history.

The introduction of financial support
including the Coronavirus Job Retention
Scheme (CJRS or furlough scheme), the
Coronavirus Business Interruption Loan
Scheme (CBILS) and later the Bounce Back
Loan Scheme (BBLS) has undoubtedly
helped many get through the crisis but now
we are preparing for recovery, cash flow will
be critical.

Our tracker highlighted the variations
between business sectors with B2C
businesses more likely to be facing cash
flow challenges given they were most
impacted by lockdown and many have not
been able to transition to an online business
model. B2b service sectors have largely
been able to adjust for remote working and

manufacturers have been able to operate
with a mix of remote working and onsite
social distancing.

CASHFLOW
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COST PRESSURES,

COSTPRESSURES,
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PRICES

Following the UK’s steady recovery
from the 2008 crash and the drawn out
EU crisis and recovery, sterling
appreciated against global currencies
easing concerns over import costs. The
EU referendum in 2016 and the
subseqguent currency depreciation led
to significant increase in the number of
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INVESTMENT

The Chamber’s weekly COVIDI9 tracker has
been saying since late March that many
companies were struggling with cash
reserves and so it is no surprise that
investment intentions have been shelved for
many businesses.

TRAINING INVESTMENT

It is a very similar story for training
investment with companies looking to hold
on to cash as they attempt to weather the
economic storm.

CAPITAL INVESTMENT BY SECTOR
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PROFITABILITY EXPECTATIONS

Net balance (%)

TURNOVER EXPECTATIONS
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BUSINESS CONFIDENCE

Business confidence has taken a knock in
the last quarter, with levels of cash reserves
along with uncertainty for recovery proving
to be a challenge.



PREPARATIONS FOR
REOPENING

This quarter we asked a number of
guestions to identify how companies were
preparing to reopen following lockdown,
feedback from which has been fed into local
authority and local enterprise partnership
plans.

Social distancing and remote working are
being introduced by the majority of
companies, these look likely to be in place
for at least the next 12 months. Employers
are also looking to make the safety of their
staff and customers a high priority over the
next 12 months also.

Not unsurprisingly, the general economic
uncertainty surrounding the regional,
national and international economy is the
single biggest factor posing a risk to
businesses. This is followed closely by
disruption to customer base with over 2/3's
of businesses citing this. Disruption to
supplier base is also a concern with 32% of
businesses overall saying this is an issue but
this rises to 50% within the manufacturing
and construction sectors.
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The British Chambers KEY FINDINGS:
of Commerce has called for " Eleven of the 14 key service
G e e d sector QES indicators fall to their lowest
SWITL, substantial an level in the survey’s 31-year history
immediate action” to bolster * The percentage balance of firms
the economy, as its Quarterly reporting increased domestic and export
Economic Survey (QES) - the sales is now substantially lower than the
UK’s largest independent survey worst quarter of the 2008-09 recession
2 o ti £ d * Indicators for longer-term business
Of business sentiment and a performance drop to record lows as BCC
sets out measures needed to begin UK’s
leading indicator of UK GDP ded to begi
growth - found that UK economic recovery
economic conditions deteriorated
The results of the bellwether survey of 7,700

atan unprecedented rate In firms, employing over 580,000 people across

the second quarter of 2020. the UK, illustrates the full impact of the
coronavirus pandemic on the UK economy in
the second quarter of 2020.
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BRITISH CHAMBERS OF COMMERCE

HISTORIC SETBACK

The service sector saw eleven of the 14 key
indicators, including sales, orders and
cashflow, drop to their lowest levels on record.

* The balance of service
firms reporting increased domestic sales
dropped a record 80 points from Q12020
and is now 28 points lower than the worst
guarter during the 2008-09 recession

* The balance of service firms
reporting increased export sales dropped a
record 55 points (to -55%) and is now 42
points lower than the worst quarter during
2008-09 downturn

* The balance of service firms confident that
turnover will improve over the next year
decreased from +38% in Q1 to -36% in Q2

Business-to-consumer (B2C) service sector
firms such as retail, leisure and hospitality, were
consistently more likely to report decreases
across key indicators than business-to-
business (B2B) service sector firms.

In the manufacturing sector, nine of the 14 key
indicators measuring activity in the sector
dropped to its lowest level on record.

* The balance of manufacturing firms
reporting improved domestic sales was 62
points lower than in Q1. For the export
sales balance, it is 55 points lower

* The balance of manufacturing firms that are
confident turnover will improve over the next
year decreased from +34% in Q1 to -31% in
Q2

LOOKING AHEAD

Hopes of a swift economic recovery could be
dashed, as forward-looking indicators - orders
and investment intentions - dropped to record
lows for both services firms and
manufacturers. Business confidence dropped
to its lowest level on record among services
firms and declined to its lowest level since Q1
2009 for manufacturers.

Cashflow - a key indicator of business’ health -
is at its lowest level, with two thirds of
respondents reporting worsening cashflow.

With the economic impact of coronavirus laid
bare in this survey, the leading business
group has set out the measures firms need
from the Chancellor’s economic statement
due later this month, including:

» Supporting jobs through substantial
reductions in Employer National Insurance
Contributions

* Supporting cash flow through wider
business rate reliefs and extended loan and
grant schemes

» Supporting young people through wage
subsidies for apprenticeships and work
experience

» Supporting investment in productivity,
people and carbon reduction through major
incentives

» Stimulating demand, e.g. via targeted ‘restart
vouchers’ for all UK households or
a temporary VAT cut; and

» Streamlining regulatory processes to make
life easier for businesses without
compromising safety or the environment.

Q
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BRITISH CHAMBERS OF COMMERCE

SUREN THIRU, HEAD OF ECONOMICS
AT THE BRITISH CHAMBERS OF
COMMERCE (BCC), SAID:

“Our latest survey highlights the
extraordinary contraction in UK economic
activity in the second quarter as the
coronavirus closed large parts of the
economy. The vast majority of indicators
dropped to historic lows, with declines far
exceeding those seen at the height of the
global financial crisis.

“The services sector suffered

particularly badly, with consumer-facing
firms most acutely exposed to economic
headwinds from the pandemic. The
manufacturing sector had a dismal three
months, with collapsing demand and major
disruption to supply chains weighing on the
sector. The unprecedented slump in
business cashflow is a key concern as it
severely hampers business activity

and staff retention.

“With lockdown restrictions steadily easing,
the second quarter is likely to prove to be
the low point for the UK economy. However,
the collapse in forward looking indicators of
activity suggests that unless action is taken,
the prospect of a swift and sustained
recovery may prove too optimistic.”

QUARTERLY
Q ECONOMIC
REPORT

RESPONDING TO THE FINDINGS,
DIRECTOR GENERAL OF THE BRITISH
CHAMBERS OF COMMERCE DR ADAM
MARSHALL SAID:

"Our results demonstrate the need for

swift and substantial action. The
Government has one chance to jump-start
the economy and business confidence over
the coming weeks - and they must take it.

“Business communities across the UK want
to see a clearer, bolder roadmap to

recovery that helps them restart, rebuild and
renew. The UK cannot meander its way back
to success in this era of uncertainty. The only
way to re-kindle business and consumer
confidence is

to demonstrate an absolute and
unshakeable focus on boosting the
economy over the coming months.”



BRITISH CHAMBERS OF COMMERCE

KEY FINDINGS IN THE Q2 MANUFACTURING SECTOR:

2020 SURVEY:

SERVICES SECTOR: e The balance of firms reporting increased

* The balance of firms reporting increased domestic sales fell to -59% in Q2 2020,
domestic sales fell to -64% in Q2 2020, down sharply from +3% in Q.

down from +16% in Q. * The balance of firms

* The balance of firms reporting increased export sales fell from
reporting increased export sales dropped +3% in Q1 to -52% in Q2.

from 0% in Q1to -55% in Q2. * The balance of firms reporting improved

* The balance of firms reporting improved cashflow fell from -6% to -47%

cashflow fell from +3% to -56% * The balance of firms expecting their prices

* The balance of firms expecting their prices to increase has fallen from +33 in Q1 to
to increase has fallen from +28% in Q1 to +12% in Q2
+5%in Q2 * The balance of firms looking to increase
* The balance of firms looking to increase investment in plant and machinery fell to
investment in plant and machinery fell to -42%, the lowest level on record

-41%, the lowest level on record » The balance of firms looking to increase

* The balance of firms looking to increase investment in training fell sharply from
investment in training fell from +15% in Q1 +16% to -38%

t0-32%in Q2 e The balance of firms confident that

* The balance of firms confident that turnover will improve over the next year
turnover will improve over the next decreased from +34% to -31%
year decreased from +38% to -36%.
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REGIONAL & NATIONAL
COMPARISONS



REGIONAL COMPARISONS

Across the UK sales both home and abroad
took a major hit within all sectors over the
last quarter.

Despite our region reporting similar
catastrophic sales figures, the data in
Yorkshire for investment, cashflow and
expectations of increasing profits, whilst all
in negative territory, look a little less gloomy
than elsewhere

REGIONAL COMPARISON - SERVICES
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REGIONAL BUSINESS CONFIDENCE
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