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Foreword
Welcome to the first edition in 2014 of 
Manufacturing Outlook, our quarterly report on 
trends in UK manufacturing produced by EEF in 
partnership with BDO. Sentiment and activity 
across the economy have rebounded unexpectedly 
strongly over the past year and our survey shows  
UK manufacturers feeling increasingly optimistic 
about their prospects for 2014. 

Official output data indicate that the economy built 
up sufficient momentum during the course of last 
year to enter 2014 at a healthy clip. Households have 
played a leading role, releasing pent-up demand on 
the back of a robust labour market, improving credit 
availability and a rise in housing market activity. 
Alongside a modest recovery in the Eurozone, this 
has helped to support a broad-based pick-up in GDP, 
with manufacturing, construction and services all 
contributing positively to growth in the second half 
of 2013. This is welcome, although the profile of 
the economy will remain a concern until we see 
investment and exports contributing a greater share 
of growth. 

Our latest survey results show strengthening balances 
on almost all indicators over the past three months, 
with headline measures of output and new orders 
remaining in positive double-digit territory for a third 
consecutive quarter. An encouraging development 
is that this improving trend is more evenly spread 
across individual manufacturing sub-sectors, in 
contrast to the more mixed picture of the past 
couple of years. Responses to the forward-looking 
questions in our survey were particularly buoyant 
this quarter, with expectations balances on new 
orders and employment intentions at or close to 
historic highs. 

For much of the past year the story has been one 
of stronger demand in the domestic market than 
overseas, but encouraging signs of a broadening 
recovery were tentatively signalled by firms reporting 
a stronger than expected rise in new export orders in 
the opening months of 2014. This is despite a recent 
period of sterling appreciation, softer US data and 
market volatility in emerging markets, and suggests 
that manufacturers may be starting to see the benefits 
of the modest, but steady, improvement in Eurozone 
demand. Moreover, the forward-looking balance for 
overseas sales jumped to a record-high level, reflecting 
the growing confidence among manufacturers of 
improved trading conditions this year.

Our survey findings present an optimistic near-term 
outlook, but the need for better balanced growth 
from net trade and business investment remains a 
necessity if the rebound in activity over the past year 
is to be sustained over the coming years. Levels of 
capital spending are still far below their pre-crisis 
peak and represent a significant brake on the 
economy’s potential. Prospects on this front do 
appear encouraging, with companies’ investment 
intentions for the year ahead strengthening for a 
fourth consecutive quarter and rising to the highest 
level in our survey’s history. Having the confidence 
to translate these plans into firm action remains 
the issue, so it is vital that forthcoming Budget 
announcements are geared towards delivering 
on-going improvements in the UK business 
environment that will support companies’ 
investment decisions in the year ahead.

Lee Hopley, Chief Economist, EEF 
 
Tom Lawton, Head of Manufacturing, BDO LLP
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•	 Output and orders firm and in line with 
expectations.

•	 Export balances rebound in 2014q1.

•	 Solid prospects on sales in the UK and overseas 
reported for next three months.

•	 Increased activity will lead to a pick-up in hiring 
and record high investment intentions. 

•	 Manufacturing growth forecast for 2014 unchanged 
at 2.7%.

The overall contraction in manufacturing output 
recorded in the official statistics for 2013 masks a 
rather stronger quarter on quarter profile of growth, 
particularly in the latter part of the year. Decent 
output expansion of 0.7% in the final three months of 
the year looks set to roll on into 2014 with our survey 
showing a continuation of firm activity levels over the 
past three months.

Output and orders balances over the last quarter 
remained firm and in line with the previous survey’s 
expectations. Positive trends across all sectors and size 
groups within manufacturing should be consistent 
with manufacturing growth continuing at a healthy 
clip at the start of 2014.

One particularly notable trend in the past three months 
is the strong uptick in export sales. Historically, export 
responses have been stronger than new orders in the 
domestic market, but a whole range of uncertainties in 
the global economy over the past couple of years have 
weighed on confidence about overseas demand. This 
looks to have diminished with both export and UK 
orders balances posting 16% in the past three months.

Indeed, the outlook for orders looks set to rebound 
further in the coming quarter with the balance of 
companies planning for increased sales coming in 
at 30% and 33% for UK and exports respectively. 
Both of these forward looking balances are the 
strongest recorded since we started surveying 
expectations in 2000.

Clearly the stronger orders picture is feeding through 
to positive expectations on production levels in the 
coming quarter, with a balance of 29% of companies 
planning for growth. This is driving more recruitment 
activity, both in the past quarter and also in terms of 
plans for the next three months. A balance of 30% 
of companies reported increasing the size of their 
workforce in the past quarter, with double-digit 
balances posted by manufacturers of all sizes. 

In addition to new employees, manufacturers are also 
planning to commit to new investments. Our survey 
posted a record high balance for investment plans over 
the coming year. We see this as critical to sustainable 
growth across the sector over the medium-term. 
Nevertheless, previous research (EEF’s 2014 Executive 
Survey) indicated that investment growth was likely 
to be modest.

Output across the sector this year is forecast to post 
growth of 2.7% in 2014. Our projections are unchanged 
from last quarter. Stronger performances are expected 
in the transport sectors and basic metals. Our forecast 
for GDP growth this year has edged up to 2.6% with a 
further expansion of 2.4% in 2015. 

Headline survey results
% balance of change

Past 3 months Next 3 months
Output 22 29
Total orders 20 37
Employment 30 31
Export prices 23 22
Export margins 8 10
Cashflow 3 2

Source: EEF Business Trends Survey

Economic data during survey period
29 January – 19 February

Start End
€/£ 1.21 1.22
$/£ 1.66 1.67
£ index 85.9 86.2
Oil price (Brent Oil $/bl) 108.83 110.37

Source: Bank of England and Energy Information Agency

Key economic forecasts
% change except where stated

2012 2013 2014 2015 2016
GDP 0.3 1.8 2.6 2.4 2.6
Inflation – CPI 2.8 2.6 1.7 1.8 1.7
Inflation – RPI 3.2 3.0 2.6 3.0 3.5
World trade 1.5 2.2 4.8 5.7 5.7
Base rate (%) 0.5 0.5 0.5 0.6 1.5

Source: Oxford Economics

Introduction
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Chart 2

Sterling continues to appreciate
Sterling effective exchange rate index, Jan 2005=100
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Movements in Sterling were quite stark over the 
course of 2013 with a sharp depreciation in the early 
part of the year followed by steady appreciation. 
After depreciating 7.1% during the first two and a 
half months of the year, Sterling appreciated 9.2% 
over the remaining three quarters of the year to end 
2013 1.4% stronger than it was at the beginning of 
2013. The first two months of 2014 have continued 
the trend seen in the latter part of 2013, with 
Sterling appreciating 1.3% since the start of this year. 
These exchange rate movements will undoubtedly 
have impacted manufacturers, especially those in 
commoditised sectors and companies which rely 
on imported inputs or sell a high proportion of 
their goods to overseas markets. 

Chart 1

Manufacturing finished 2013 strongly
% quarter on quarter change in the output
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The latest official statistics showed manufacturing 
output contracted 0.6% over the 2013 year as a 
whole but this was largely driven by a large 
contraction in manufacturing output at the end of 
2012. Indeed the profile of growth over the course 
of the year paints a rather stronger picture with 
output expanding for three consecutive quarters, 
including 0.7% growth in 2013q4. However, 
significant divergence in performance between 
sectors continued throughout last year. The motor 
vehicles, other transport and basic metals sectors 
were the fastest growing sectors last year while the 
mechanical equipment, metal products and electrical 
equipment sectors posted the largest falls in output 
in 2013.

Chart 3

Trade grows in 2013 but slows in second half of the year
Goods trade, monthly £m
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Trade in goods continued to grow in 2013 with 
both imports and exports growing over the year. 
Goods exports grew by a moderate 1.3% in 2013, an 
improvement on the 0.7% growth of 2012. Demand 
for UK goods was up in both EU and non-EU 
markets and goods exports to the EU expanded 
1.4% last year while demand for UK goods from 
non-EU markets grew 1.2%. Imports also grew last 
year but at a slower pace of 0.8%, leading to a slight 
narrowing of the goods trade deficit by 0.3% to 
£108 billion.

Manufacturing roundup
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Chart 5

Steady domestic demand, as export picture improves
% balance of change in orders in past three months
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Manufacturers reported a third consecutive quarter 
of solid domestic demand, with a positive balance of 
16% of companies noting an increase in UK orders, 
up marginally from the previous three-month period. 
More evidence of a broadening recovery was signalled 
by an identical result for export balances, which marked 
a clear improvement from our last survey and easily 
surpassed firms’ expectations. Over the past year the 
domestic orders balance has consistently outperformed 
that of exports, so a rebound in the latter is encouraging, 
especially given recent sterling appreciation, some 
softer US economic data and financial market volatility 
in some large emerging economies. Demand from 
the Eurozone is likely to be a factor here. Although 
activity in the region remains comparatively weak, 
most measures of business and consumer performance 
are showing gradual improvement.

Chart 4

Solid trend in output and orders
% balance of change in past three months

-60
-50

-40

-30

-20

-10

0

10

20

30
40

2014q1

2013q3

2013q1

2012q3

2012q1

2011q3

2011q1

2010q3

2010q1

2009q3

2009q1

2008q3

2008q1

% Output Orders

Source: EEF Business Trends Survey

Manufacturing activity has remained firm this quarter, 
with output and order balances edging higher compared 
with the previous three-month period. The balance 
of companies reporting an increase in output over 
the past three months ticked up to 22%, while 20% 
recorded growth in new orders. The results were 
generally in line with firms’ expectations in our 
previous survey, signalling continued strength in the 
industry, although the balances remain a little weaker 
than the recent peak in 2013q3. The strongest positive 
balances were reported by companies in the electronics, 
motor vehicles and electrical equipment sectors, amid 
further evidence of a broad-based rise in activity. 
Larger firms recorded the strongest positive output 
and new order balances this quarter, but there were 
encouraging signs of firming activity across all sizes 
of manufacturing companies.

Recent trends

Chart 6

Higher prices boost margins
% balance of change in margins in past three months

 

Source: EEF Business Trends Survey

Export and domestic margins balances improved markedly 
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Chart 7

Record high employment balances
% balance of change in employment in past three months
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Recruitment balances surged this quarter, with a net 
30% of companies reporting increased employment  
in the past three months. This was well above 
expectations, particularly among larger companies, 
which in our previous survey had appeared reticent 
about recruiting. A positive balance of 39% of the 
largest companies indicated employment had risen  
in 2014q1, compared with an expectations balance  
of just 2% last quarter. All sectors recorded higher 
employment this quarter, with the strongest balances 
in the motor vehicles and electronics sectors. After 
a negative outturn late last year, the employment 
balance in the basic metals sector rebounded strongly. 

Chart 8

Buoyant investment plans
% balance of change in investment plans
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Investment intentions for the year ahead strengthened 
for a fourth consecutive quarter, rising to the highest 
level seen in the history of this survey. A balance of 
34% of companies reported plans to boost capital 
spending, with a positive message flowing from a 
majority of sectors and firms of all sizes. As the chart 
shows, since mid-2010 UK manufacturers have 
remained consistently optimistic with regard to their 
plans to ramp up investment, whereas official statistics 
continue to indicate subdued levels of new fixed 
capital formation in the economy. It is noticeable 
from our survey, however, that companies’ investment 
intentions have become especially bullish in recent 
quarters as output and orders data have strengthened, 
possibly in response to capacity concerns.

Summary: past three months
% balance of responses (% up minus % down)

2011 2012 2013 2014
q4 q1 q2 q3 q4 q1 q2 q3 q4 q1

Total output 12 19 20 4 0 -1 12 32 19 22
UK new orders 0 7 9 -6 -4 -7 3 20 15 16
Export new orders 10 7 11 2 -8 -7 1 15 7 16
Total new orders 4 13 17 3 3 -3 7 27 18 20
Employment 18 20 21 16 0 4 11 12 10 30
Capital expenditure plans 12 18 15 15 10 13 7 24 27 34
Average price of domestic orders 6 8 8 -1 -6 1 3 -2 1 25
Average price of export orders 6 5 4 -5 -8 -2 0 1 -4 23
Margins on domestic orders -22 -12 -14 -19 -18 -10 -8 -7 -10 12
Margins on export orders -9 -17 -14 -23 -21 -11 -7 -1 -7 8
Levels of cashflow -9 -3 -3 2 -8 2 0 11 8 3

Source: EEF Business Trends Survey
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Chart 9

All sectors show positive expectations for 2014q2
% balance of change in output
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This quarter’s survey sees balances of manufacturers 
in all sectors reporting that output had increased 
in the past three months, which was in line with 
expectations last quarter. Expectations for the quarter 
ahead are also positive, with a balance of companies 
in all sectors expecting output to continue to expand 
in 2014q2. The metals sectors continue to be among 
the weakest sectors but expectations for the next 
three months are much stronger, with balances of 
31% and 44% for metal products and basic metals 
manufacturers respectively expecting output to rise 
in 2014q2. Balances remained the strongest for the 
electronics and motor vehicles sectors in q1. 

Chart 10

Domestic and overseas demand positive for all sectors
% balance of change in orders in next three months
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This quarter, all sectors posted positive domestic and 
export orders balances. For manufacturing overall, 
a balance of 16% of companies saw both home and 
overseas orders increase in the past three months, but 
underneath the headline figure there is still some 
sectoral variation. The metal products and mechanical 
sectors posted relatively weak balances for domestic 
and export orders in contrast to the electrical sector 
which both recorded strong balances of 46% and 40% 
respectively. The rubber and plastics sector had strong 
domestic order balances, supported by a turnaround 
in construction and continued growth in automotive. 
The strongest export picture was electronics, where a 
balance of 41% of companies experienced a pickup in 
sales over the quarter. All sectors are expecting strong 
order balances from both home and overseas markets 
in the three months ahead. 

Sector summary
% balance of responses (% up minus % down)

Past three months Next three months
Output Total orders Employment Export price Cashflow Output Total orders Employment Export price Cashflow

Metals 18 29 32 12 6 44 36 32 24 0
Metal products 5 8 13 22 11 31 31 22 18 -2
Mechanical 14 11 36 38 0 16 40 35 27 0
Electronics 44 33 33 6 17 35 44 28 12 17
Electrical 42 58 22 14 -18 45 46 50 33 18
Motor vehicles 43 29 43 7 9 46 31 38 0 -20
Other transport* – – – – – – – – – –
Food and drink* – – – – – – – – – –
Chemicals* – – – – – – – – – –
Rubber and plastics 38 38 13 -7 -31 27 56 31 -7 0
Non-metallic mineral 
products 67 33 50 40 0 50 38 13 50 -33

* Insuffic ient data Source: EEF Business Trends Survey 

Sector trends
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Chart 11

Output balances weaken in most regions
% balance of change in output in past three months
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This quarter’s Business Trends Survey saw a high 
degree of regional variation in recent output and 
orders with some notable drops in balances 
compared with the last quarter. While no region 
posted a negative balance, companies in both the 
South West and the North East indicated that they 
saw no change in output in the first quarter of 2014. 
More positively, the North West and Yorkshire & 
Humber reported improving conditions relative to 
the previous quarter, with companies in both of 
these regions more positive about the last three 
months than they were in 2013q4. Yorkshire and 
Humber was the strongest region, with a balance of 
41% of companies saying output had increased in 
the past three months. 

Chart 12

Employment expectations strong for next three months
% balance of change in employment
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The record high employment balances posted in this 
month’s survey were not evenly spread across the 
regions. The North East was the only region where 
companies said that employment had, on balance, 
fallen in the past three months, which is in line with 
flat output balances over the period. All other regions 
had positive employment balances with Yorkshire and 
Humber again the strongest region, with a balance 
of 47% of companies saying they had increased 
employment in 2014q1. Looking ahead to the next 
three months, all regions are expecting to increase 
employment on balance. 

Regional summary
% balance of responses (% up minus % down)

Past three months Next three months
Output Total orders Employment Export price Cashflow Output Total orders Employment Export price Cashflow

SE and London 20 20 28 4 -9 57 48 18 0 27
Eastern 35 45 35 19 10 40 30 20 0 0
South West 0 10 15 13 -5 -5 5 20 7 0
West Midlands 25 23 6 -3 -3 55 61 35 3 15
East Midlands 36 14 7 0 -21 38 64 21 0 -21
Yorks & Humber 41 47 47 7 28 30 42 23 13 13
North West 12 13 19 0 3 38 32 6 7 -13
North East 0 10 -5 -19 -15 15 25 25 -19 -10
Scotland 16 16 34 57 – 25 44 46 57 –

Source: EEF Business Trends Survey

Regional trends
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Economic environment
•	 Fourth consecutive quarter of solid growth in 

2013q4.

•	 Manufacturing activity has firmed and survey 
data signal steady expansion in first half of 2014.

•	 Interest rates set to remain on hold as Bank of 
England revises forward guidance.

•	 Tentative recovery in the Eurozone, but 
turbulence in emerging markets has risen. 

Robust growth driven by domestic demand
The UK is experiencing its longest period of robust 
headline GDP growth in almost six years. Official 
data reported a fourth consecutive quarter of solid 
expansion in 2013q4. Output in 2013 as a whole is 
estimated to have risen by 1.8%, still fairly moderate 
but the strongest annual rate of expansion since 
2007.

The turnaround from a year ago – and talk of a 
“triple-dip” recession – has been striking. Driven 
initially by private-sector services, since mid-2013 
the expansion has been supported by manufacturing 
and construction on the back of strong employment 
gains, improving credit availability, a rise in housing 
market activity and a modest recovery in the 
Eurozone. Less encouraging has been a muted 
upturn in business investment and export weakness. 

Activity indicators suggest that the pace of quarterly 
GDP growth may have peaked but robust activity 
levels and new orders data continue to signal strong 
expansion and a favourable near-term outlook. We 
have revised upwards slightly our forecast for real 
GDP growth this year to 2.6%. 

Chart 13

UK recovery firming after protracted weakness
Real GDP, % change from pre-crisis peak
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This would rank the UK as one of the fastest-
growing developed economies this year, although 
until the recent rebound the pace of recovery since 
the global crash had lagged behind that of most 
other G7 economies. UK output remains some way 
below its pre-crisis level. In contrast, real GDP has 
recovered more strongly in Germany, the US and 
Canada to well above pre-recession levels, while two 
supposed economic laggards – France and Japan 
– have also made up their lost ground.

Fuzzy guidance
A sharper than expected fall in unemployment over 
the past year has been a bright spot for the economy, 
but has also contributed to some confusion over the 
Bank of England’s monetary stance, particularly its 
policy of “forward guidance”. In August the Bank 
had sought to reassure households and businesses 
that official interest rates were unlikely to rise until 
well after the 2015 general election, by explicitly 
linking future policy decisions to unemployment. 
But with the jobless rate soon expected to fall 
below the 7% threshold that the MPC had initially 
targeted, it has had to revise its approach. 

The new forward guidance framework is vaguer 
than its previous incarnation, and appears to have 
much in common with the Bank’s traditional 
inflation-targeting approach. The MPC will now 
consider a broad range of data that, it believes, signal 
spare capacity in the economy. Only when this slack 
is eliminated, implying higher inflation, will it 
consider tightening policy. 

The Bank appears in no rush to raise interest rates. Its 
forecasts appear consistent with market expectation of 
a first rate increase in 2015q2. The Bank was keen to 
stress that rate rises thereafter would be “gradual and 
limited” so as not to threaten a recovery that the 
governor, Mark Carney, acknowledged was at present 
“neither balanced nor sustainable”.

Improving Europe, but a long way to go
The Eurozone emerged from a protracted recession 
last year and has grown weakly in the past three 
quarters. Economic conditions across the region 
remain challenging – high unemployment, depressed 
bank lending, ongoing fiscal consolidation and 
concerns over deflation – but surveys point to a 
modest rise in activity over the near term. The 
outlook is brightest in Germany, with activity more 
patchy elsewhere, although there are some tentative 
signs of recovery in the periphery.
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A particular risk is the prospect of disinflationary 
expectations taking root, as a protracted period of 
low inflation would present a serious obstacle to the 
already challenging process of balance-sheet repair 
by indebted households and governments. The 
European Central Bank is likely to respond with 
another rate cut, but scope for further reductions is 
limited. Given the subdued medium-term outlook 
for the region, the ECB’s focus may turn to more 
unconventional policy tools.

Chart 14

Subdued inflation trend
Annual harmonised inflation rate %
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A tale of two regions
The global picture over recent quarters has been of a 
modest cyclical upswing in advanced economies and a 
period of heightened volatility in emerging markets 
(EMs). Improving conditions in the US have seen the 
Federal Reserve begin to unwind its programme of 
quantitative easing. This has triggered a retreat 
of capital out of EMs (after a sustained period of 
inflows) back to the US, in the process exposing some 
familiar EM problems: large external deficits, high 
inflation and excessive lending. A repeat of the rolling 
crises of the 1990s seems unlikely, as most emerging 
economies now have larger international reserves and 
more manageable debt-servicing costs. But some 
volatility is likely to persist as the Fed continues with 
its tapering programme, particularly given rising 
political strains in a number of EMs.

The US economy grew by a solid 3.2% annualised rate 
in 2013q4, driven by healthy consumer spending and 
net exports. More recent indicators have been softer, 
suggesting a more modest outturn in 2014q1. But a 
gradual strengthening of the labour market should 

support consumer spending and housing activity 
during the year, while agreement on a rare bipartisan 
budget deal implies less fiscal restraint. We forecast 
GDP growth of 3% this year, up from 1.9% in 2013.

The Japanese economy disappointed in 2013q4, 
with a 0.3% quarterly rise well below expectations, 
although a rebound in private-sector investment 
offered some encouragement. The reflationary 
policy of the Prime Minister, Shinzo Abe, has 
generated mild inflation, but a planned consumption 
tax hike in April and slower monetary growth will 
dampen growth prospects in 2014.

UK Economic forecasts
% change except where stated

2012 2013 2014 2015
Trading environment
Exchange rate (€/£) 1.23 1.18 1.23 1.25
Exchange rate ($/£) 1.59 1.56 1.60 1.56
Exports 1.1 1.1 3.0 4.0
Imports 3.1 0.8 1.9 3.1
Current account (% GDP) -3.7 -3.6 -2.8 -2.3
Output 
Manufacturing -1.7 -0.6 2.7 2.1
GDP 0.3 1.8 2.6 2.4
Costs and prices
Average earnings 2.3 1.8 2.6 3.2
Oil price (Brent Oil $/bl) 111.7 108.7 102.6 102.9
Employment
Manufacturing (000s) 2,567 2,563 2,587 2,573
Rest of economy (000s) 31,823 32,243 32,728 33,014
Unemployment rate (%) 8.0 7.5 6.8 6.5

Source: Oxford Economics and EEF

International Economic forecasts
% change except where stated

GDP Inflation
2013 2014 2015 2013 2014 2015

France 0.1 0.5 1.1 0.9 1.1 1.3
Germany 0.5 1.7 1.7 1.5 1.5 2.2
Japan 1.7 1.8 1.4 0.4 2.2 1.3
U.S. 1.9 3.0 3.4 1.5 1.6 2.0
Eurozone -0.4 0.9 1.4 1.4 1.1 1.5
China 7.7 7.3 6.8 2.6 3.1 2.9
India 4.7 4.7 4.9 10.9 9.0 8.1
World 2.9 3.5 3.8 3.4 2.4 2.3

Source: Oxford Economics
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Future trends
Chart 15

Output and orders set to strengthen in the coming quarter
% balance of change in output and orders in next three months
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Continuing the positive trend in output and orders 
reported by manufacturers over the past year, solid 
growth is projected for the second quarter of 2014. 
The balance of companies planning for output 
growth in the next three months gained further 
ground, coming in at 29%. While we’ve seen a 
good run of strong double-digit balances in the past 
couple of years, this quarter’s outturn matched the 
previous high in our survey in 2004q1. Total orders 
expectations saw a more marked increase compared 
to the previous quarter with the balance of 37%, 
the strongest in our survey’s history.

Chart 16

Orders expectations hit record high
% balance of change in orders in next three months
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Forecasts of improving new order intake in the 
coming quarter are driven by gains in both the 
domestic and export markets. The balance of 
companies expecting sales to increase accelerated 
to 30% and 33% respectively. On both counts these 
were the strongest orders results since we began 
surveying on expectations in 2000. The surge in 
export sales is particularly notable, with a 26 
percentage point improvement in the balance 
compared with last quarter – the largest gain seen in 
our survey. Positive orders expectations were largely 
consistent across all sectors and sizes of companies. 

Summary: next three months
% balance of responses (% up minus % down)

2011 2012 2013 2014
q4 q1 q2 q3 q4 q1 q2 q3 q4 q1

Total output 0 28 16 15 4 22 23 28 25 29
UK new orders -9 13 7 8 -4 12 12 24 20 30
Export new orders -2 17 15 3 3 16 10 19 7 33
Total new orders -1 22 20 12 1 19 16 30 19 37
Employment 5 21 19 16 1 19 14 16 16 31
Average price of domestic orders 10 15 6 -1 1 10 1 -2 6 26
Average price of export orders 10 8 2 -2 2 7 2 -2 2 22
Margins on domestic orders -11 -4 -10 -15 -13 -1 -7 -5 -1 14
Margins on export orders -5 -6 -10 -18 -11 -2 -5 -5 -3 10
Levels of cashflow -14 -1 0 -6 -11 8 -3 17 9 2

Source: EEF Business Trends Survey
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After ending 2013 on a positive note, with growth 
of 0.7% in the final quarter, the manufacturing 
sector looks set to build on this momentum as we 
move into 2014. Our Business Trends Survey shows 
that manufacturers in all sectors expect to see output 
and orders increase in the next three months. 

These strong figures are reflected in our forecasts; 
we expect ten of the thirteen sectors we provide 
forecasts for to grow over the course of the year. 
Where contraction is forecast, it is moderate. 

As with previous quarters, some of the strongest 
growth rates will come from the transport sectors, 
which have continued to benefit from long order 
times and buoyant emerging market demand, 
however, mechanical equipment is also likely to grow 
strongly as capital expenditure starts to pick up. 
Growth in these sectors, as well as on-going strength 
in housing and infrastructure construction, is likely 
to benefit a range of other manufacturing sectors. 

Manufacturing employment is also likely to grow in 
2014. Although a poor end to 2013 means that 2013 
as a whole is likely to post a slight contraction, our 
survey suggests manufacturers have continued to 
increase employment in the early part of 2014.

Chart 17

Employment trends more positive in 2013
% quarter on quarter change in manufacturing jobs
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Transport sectors continue to perform well
Motor vehicles and other transport will continue 
to grow strongly in 2014. The motor vehicles sector 
should see output increase as the production of new 
models comes on line, while aerospace continues to 
benefit from strong demand in a diverse range of 
markets. We expect growth of 5.2% and 7.2% in 

these sectors respectively. Employment should also 
grow in both of these sectors.

Strong growth spreads to more sectors as 
demand conditions improve
The basic metals sector is likely to post a strong 
growth rate in 2014. Partly this will be a result of 
base effects from a good 2013 – as more production 
facilities came online – however, manufacturers in 
the sector also report increased demand in some 
areas. Although output will grow, margins remain 
a major concern for basic metals manufacturers 
due to continued overcapacity in Europe. We 
therefore expect softer growth in 2015 and 
falling employment.

Mechanical equipment should grow strongly, 
by 4.8% in 2014. In part this will reflect a bounce 
back from a weak 2013, but companies in the 
sector should also benefit from the increased 
demand for investment goods evident in our 
Business Trends Survey. 

Demand for investment goods, construction and 
automotive components will drive growth in 
other sectors
Firms in the electrical equipment sector should 
also benefit from increased demand for investment 
goods, indeed, a balance of 45% of companies in the 
sector say they expect orders to increase in the next 
three months. As a result, we are forecasting output 
to grow by 3.3% this year.

Metal products manufacturers sell to a diverse 
range of sectors and stand to benefit from increased 
demand from the mechanical equipment sector in 
particular. On-going strength in motor vehicles and 
construction should also provide a boost to growth 
for manufacturers in this sector. We expect metal 
products output to increase in the next three 
months, we are forecasting that output will grow 
3.3% over the course of the year.

The strength in motor vehicles and construction 
should continue to provide growth opportunities for 
the rubber and plastics and non-metallic minerals 
sectors as 2014 progresses. We expect the sectors to 
grow by 3.0% and 3.4% respectively, though there 
are some capacity risks in non-metallic minerals that 
may hold back growth. In addition, growth rates in 
the rubber and plastics sector may suffer from the 
introduction of a plastic bag tax in 2015. 

Sector forecasts
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Consumer facing sectors more likely to see shifts 
in demand than growth
Food and drink should return to growth in 2014, 
though at a modest rate of 0.4%. Although consumer 
spending has started to strengthen we do not expect 
this to have a large impact on growth as shifting 
tastes and demands mean consumption patterns are 
likely to change rather than grow.

Similarly, while the electronics sector may benefit 
from increases in consumer demand, shifting tastes 
away from PCs and towards mobile devices offer 
challenges as well as opportunities for manufacturers 
in the sector. There are pockets of strong growth 
potential, such as automation in factories, but we 
expect these to benefit the sector over a longer time 
horizon. As such we are forecasting that the sector 
will post a modest decline in 2014, in line with long 
term trends. 

Structural issues hold back growth in 
some sectors
Although we are forecasting a reasonably strong 
growth rate of 1.9% across the chemicals sector as a 
whole this year, this is supressed by weakness in the 
pharmaceutical sector, which we expect to contract 
this year as a result of fierce competition and some 
continued impact from patent expirations.

We are forecasting slight contractions in both 
textiles and paper and printing this year. 
Although some textiles manufacturers should 
benefit from a resurgence in demand for UK-made 
products, the overall impact on the sector is likely 
to  be limited. Nonetheless, our forecast for a fall in 
output of 1.3% is relatively small compared with 
pre-recession trends. 

Paper and printing continues to suffer from a 
move away from print towards electronic media, 
and – despite growth in 2013 – we are forecasting 
a moderate contraction of 1.4% this year. 

Sector growth rates and forecasts
% change

Output Employment
2013 2014 2015 2013 2014 2015

Basic Metals 8.2 7.4 1.2 -3.9 -0.9 -3.9
Metal products -3.6 3.3 2.8 4.6 3.2 -0.3
Mechanical -11.2 4.8 5.1 -5.0 -1.4 -0.4
Electronics -2.2 -1.0 2.4 -1.0 -4.0 -1.7
Electrical -5.0 3.3 3.8 -1.7 -0.6 -0.5
Motor vehicles 8.4 5.2 1.5 6.4 2.3 1.3
Other transport 10.5 7.2 4.0 -3.0 3.6 3.5
Food and drink -0.7 0.4 0.9 -0.2 -2.4 -1.5
Chemicals -1.1 1.9 0.8 -6.1 0.1 -3.6
Rubber & plastics -3.6 3.0 4.6 -3.1 4.1 2.5
Non metallic minerals 0.4 3.4 2.6 -5.2 3.0 1.9
Paper and printing 3.4 -1.4 0.4 -4.0 -0.5 -2.6
Textiles -3.9 -1.3 -1.9 -0.2 -0.8 -3.0
Manufacturing -0.6 2.7 2.1 -0.1 0.9 -0.5

Source: EEF and Oxford Economics
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EEF is dedicated to the future of 
manufacturing. Everything we do 
is designed to help manufacturing 
businesses evolve, innovate and 
compete in a fast-changing world. 
With our unique combination of 
business services, government 
representation and industry 
intelligence, no other organisation 
is better placed to provide the 
skills, knowledge and networks 
they need to thrive.

We work with the UK’s 
manufacturers from the largest 
to the smallest, to help them 
work better, compete harder 
and innovate faster. Because we 
understand manufacturers so well, 
policy makers trust our advice and 
welcome our involvement in their  
deliberations. We work with them 
to create policies that are in the 

best interests of manufacturing, 
that encourage a high growth 
industry and boost its ability to 
make a positive contribution to 
the UK’s real economy.

Our policy work delivers real 
business value for our members, 
giving us 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 services; services 
that unlock business potential 
by creating highly productive 
workplaces in which innovation, 
creativity and competitiveness 
can thrive.

BDO LLP is the UK member firm of 
BDO International, the world’s fifth 
largest accountancy network, with 
more than 1,200 offices in 138 
countries. We operate from 24 offices 
in the UK, with some 3,500 partners 
and staff. We believe that clients want 
an adviser they can trust, one who 
understands them and their objectives. 
Our sector-focused approach means  
we provide genuine expertise in what 
matters to our clients – so our advice is 
always relevant, always insightful and 
frequently challenging.

Like us, most manufacturing clients  
are now active internationally. Most  
are involved in acquisitions, public 

offerings and major capital projects.  
We have great experience in those 
areas. Our manufacturing clients have 
regulatory, reporting and legislative 
issues. We bring sector expertise and a 
proactive approach to assist. Our clients 
want to mitigate and manage tax 
liabilities globally. Our international 
specialist team have the skills to assist. 
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.
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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.
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