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THE BUSINESS OUTLbK ON THE YEAR AHEAD

Every quarter, we ask business leaders across

the country to share their aspirations for the next
six months and track business confidence. Our
latest Owner Managed Business (OMB) survey
carried out in April 2022 looks at these consistent
measures and new issues affecting UK businesses
today.

“Our latest Owner Managed Business (OMB) survey
shows that although the proportion of businesses
saying they are highly confident in the overall
outlook has more than doubled over the past 12
months, business owners are not out of the woods
yet. For many, it feels a bit like a case of ‘out of the
frying pan into the fire'. Still recovering from COVID,
the UK now faces rising costs, inflation, the fallout
from Brexit and the war in Ukraine. With 9 out of
10 businesses believing that rising costs will affect
profitability this year, business owners are turning
their attention to ways they can reduce operating
costs and become more efficient.

“With businesses focused on both survival and
success this year, business owners are looking to
digital solutions to offset rising business costs. More
than 9 out of 10 OMB's (91%) say they are planning
some form of digital transformation in the next two
years, with time and cost savings and increased
flexibility seen as the primary benefits.

“Recruitment remains a major challenge for
businesses, but there are some early signs things
may be beginning to improve in this area. After
what has been an explosive 12 months for the

recruitment market, we may be starting to see
some stabilisation with fewer businesses saying
they've increased their workforce over the past
three months (29% compared to 38% in November
2021).

However, with 4 in 10 businesses planning to
expand their workforce over the next three months,
and more than half of businesses (53%) saying that
recruitment has become noticeably more difficult,
securing quality candidates in such a competitive
market remains difficult.

“Despite the difficulties they face on the road ahead,
this survey shows a clear picture of the increasing
confidence among UK business owners. While it

is likely to continue being an unpredictable year

as businesses face the backlash of global issues,
time and investment into digital solutions will be
paramount for success.”

Maureen Penfold, Chair of Moore UK

To gather the data for this
report we surveyed 517
businesses with turnover
between £85k and £30m
and in April 2022. Businesses
were selected from across all
sectors throughout the UK
and in proportion regionally
in line with ONS statistics

for VAT registered and

PAYE companies under 249
employees.



BUSINESS CONFIDENCE DOUBLES IN
12 MONTHS

The positive news is that the proportion of businesses saying they are highly confident about the general
outlook has more than doubled in the past 12 months with 30% of OMBSs saying they are highly confident
in April 2022 compared to just 13% in February 2021. But although an increasing number of business owners
are confident in their recovery, more than a third of businesses (35%) remain pessimistic about the general
outlook for the coming year.

Confidence in general outlook

February 2021 12% 34% 49%
July 2021 23% 33% 41%
November 2021 23% 40% 36%

April 2022 35% 35%
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Confidence in meeting revenue targets

February 2021 13% 43% 42%
July 2021 22% 40% 38%
November 2021 22% 46% 31%
April 2022 44% 32%
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“I think we’ll do
pretty well, things
are going really well
for us.”




REVENUE GROWTH EXPECTED, BUT LIKELY TO
BE AFFECTED BY RISING COSTS

On average, businesses are expecting their revenue to grow by 27% in 2022. Larger businesses (those

with turnover above £1m) are anticipating higher levels of growth, (average 30%) with smaller businesses
expecting a more modest 24% growth on average. With smaller firms being more susceptible to economic
factors, these figures will perhaps come at no surprise.

Positively the number of

businesses anticipating Anticipated revenue change in 2022

their revenue to fall in 2022

compared to 2021 has dropped Larger companies (turnover above £1m) +30%
— just 15% of business owners

expect revenue to fall this year, Smaller businesses (turnover below £1m) +24%

compared to 40% of business
owners surveyed in February
2021.

Average +27%

However, the picture isn't all rosy. More than 9 out of 10 business owners believe that rising costs will have
an impact on their profitability in 2022.

To what extent are rising costs likely to impact your profitability?

To a great extent _ 29%
“I would like to think we

can move forward even Notatall [N 4%
with the difficulties we

all face with regard to Not yet clear
inflation.”

“Unfortunately, our
aspirations will not be
what was previously
hoped for. Instead

of reaching for our
goals, we perceive how
we’re on a mission to
weather the storm of
rising costs.”

“Costs will be rising
which we can’t pass
on to customers, so
margins drop.”



BUSINESS CHALLENGES IN 2022

Business costs and inflation are high on the agenda this year, with supply chain issues and continued
interruptions from COVID continuing to be a challenge.

We asked business owners what they see as the three biggest challenges facing their businesses over the
next three months. Unsurprisingly, rising business costs are seen as key challenge for many (40%).

Despite the lifting of all restrictions, the coronavirus pandemic continues to cause problems for UK
businesses, with more than a third (37%) citing COVID as a challenge for the next three months.

What are the biggest challenges for your
business over the next three months?

Business costs (e.g. energy, fuel, property) 40%

37%

COVID-19
Supply chain issues / availability 32%

32%

Inflation (supplier / raw material cost increases)
Taxation 26%
Staff retention and recruitment 25%

Adopting and implementing new technology 23%

Unable to increase our prices to clients 21%

Business Continuity 20%

Uncertain trading conditions 19%

Hybrid working 13%

Reducing your business’ carbon emissions “Fuel cost is going to be

a problem.”
Other

“I believe it will not be a
very profitable year as
the cost of everything
has gone up and I will
be lucky to break even.’
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“We will need to reduce

overhead expenses to
compensate for higher
electricity and gas
charges.”



RECRUITMENT AND RETENTION OF STAFF REMAINS
CHALLENGING - PARTICULARLY FOR LARGER BUSINESSES

Hiring and retaining staff has been difficult for many, with more than half of all business owners
(53%) noting that recruitment has become more challenging in the past six months.

Thinking about staff recruitment and retention compared to six
months ago, to what level has each become more or less challenging?

Larger businesses, (those with turnover of . 53%
more than £1m), are finding recruitment is More challenging 40%

more of a challenge than smaller businesses.

Almost six out of 10 larger businesses (59%) About the same m
said recruitment and retention is more 53%

challenging than six months ago compared ) 6%
to 47% of small businesses. A third of larger Less challenging . 6%

businesses (30%) said that staff retention and
recruitment was a key challenge for the next
three months compared to just a fifth (20%)
of small businesses.

0% 20% 40% 60%
. Staff retention . Staff recruitment

Almost half of large businesses (44%) said they were expecting to increase their workforce in the next three
months compared to just over a third (34%) of small businesses. Fewer than 10% of all businesses said they
are expecting their workforce to decrease over the next three months.

Signs of stability on the horizon

There is some indication that the recruitment market is beginning to stabilise, with fewer businesses saying
they've increased their workforce over the past three months in the April survey (29%) compared to 38% in
November 2021 and 41% in July 2021.

Over the past three months, has your workforce...

February 2021 20% 58% 23%
July 2021 41% 48% 1%
November 2021 38% 55% 7%

April 2022 29% 64% 10%
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Although these figures could be an early indication that recruitment

will be less competitive in the next few months, it's clear that the “ , )

challenge facing employers is not yet over. In a highly competitive We're looking to go

market, businesses will need to put their people first, to stand out as completely digital and

an employer of choice. to adopt hybrid working
because it’s easier to find
people who are willing to

work from home.”



DIGITAL TRANSFORMATION

More than nine out of 10 businesses (91%) said they had implemented some form of digital transformation
within their business in the past two years, which was likely accelerated by the pandemic and the
expansion of remote working.

Improving the customer experience and improving cyber security were the most common areas where
businesses had adopted digital solutions. Larger businesses are more likely to have focused on cyber
security than small businesses. (39% vs 28% respectively.)

Smaller businesses are less likely to have carried out any form of digital transformation

Almost a fifth (16%) of small businesses said they had not implemented any kind of digital transformation in
the past two years compared with just 3% of large businesses.

What areas of your business have you digitally transformed in the last
two years?

Customer experience
Cyber security
Internal systems
Data protection
Workforce enablement (e.g. hybrid working and internal collaboration)
Business process automation
Financial outstanding
Finance

Operational agility (e.g. manufacturing of goods)
Culture and leadership (e.g. supporting decision making)
Other I 1%
£
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DIGITAL TRANSFORMATION IS DELIVERING COST
SAVINGS AND INCREASED FLEXIBILITY

What do you see as the key benefits of your digital transformation over

the past two years?
Cost savings 50%

50%

Flexibility

Time savings

43%

Agility

35%

Data protection

30%

Access to tools and processes 239

Cyber security 229%

Other l 1%
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The biggest benefits of digital transformation are cost savings, flexibility and time savings. Those who

have not implemented any form of digital transformation over the past two years are almost entirely small
businesses (i.e. those with turnover under £1m). The top reason for not acting were ‘happy with how my
business operates currently’ (44%) and ‘not a priority at the moment’. Just over a third (31%) said that digital
transformation wasn'’t relevant to their business.

Which of these are reasons why you have not digitally
transformed your business in the past two years?

Happy with how my business
operates currently

Not able to afford the _ 13%
investment on our own °
Don't know how to - 8%

Don't have time

44%

Unable to secure a grant for this - 4%

Other I 1%
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INVESTMENT IN DIGITAL TECHNOLOGY LIKELY TO BE
AT THE FOREFRONT OF BUSINESS SURVIVAL IN 2022

Businesses see digital transformation as an ongoing journey rather than a one-off. 90% of businesses said
they planned to carry out some form of digital transformation over the next two years.

Further improving the customer experience and financial outsourcing are the two areas businesses
are most likely to be focusing on in future (with 38% and 29% of businesses planning to improve these
respectively), followed by improving cyber security (26%) and data protection (23%).

What areas of your business do you plan to digitally transform or
further transform in the next two years?

Customer experience

38%

Financial outsourcing 299%

Cyber security 26%

Data protection 23%

Workforce enablement

22%

Business process automation 21%

Digital technology integration 20%

Culture & leadership

19%

Operational agility 18%

—
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Finance
Other ' g

None
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Only one in 10 business owners are not planning any digital
transformation over the next two years. The reasons given for this
were varied, ranging from not being able to see a need for it, to
not having the necessary funds or resources. Others are planning
to retire within the next few years so aren’t planning to invest in
the business.

Again, smaller businesses (those with turnover below £1m) are less “We are diversifying
likely to be planning future digital transformation. 13% of small
businesses say they have nothing planned in the next two years
compared to just 6% of large businesses.

across two distinct sectors
(agriculture, and software),
and plan to sell on a digital
market place.”




RISING COSTS WILL IMPACT ON FUTURE DIGITAL
TRANSFORMATION

Rising costs will impact on future digital transformation

Nearly nine out 10 businesses (86%) say rising costs will have an impact on future digital transformation -
but it's likely that digital and technological initiatives will be developed an at even faster pace rather than
being put on hold. With new technologies delivering both cost and time savings, digital transformation will
help to offset rising business costs, and could prove to be the solution businesses need to survive.

To what extent do you believe that rising costs will impact your
business’ future digital transformation plans in the next 1-2 years?

To a great extent _ 22%
Not at all - 8%

Not yet clear - 6%

“We are aiming to
move at least 40% of
our business processes
online.”

“We want to offer more
hybrid working and a
~ more digital platform
- for our customers to
- = _ _increase our business
3 ,ﬂl’ o S - sales and market share.”




MOORE UK

At Moore, our purpose is to help people thrive — our
clients, our people and the communities they live and
work in. We're a global family made up of over 30,000
people across more than 100 countries who connect
and collaborate to take care of your needs — local,
national and international.

When you work with Moore, you'll work with people
who care deeply about your success and who have the
drive and dedication to deliver results for you and your
business. You'll have greater access to senior expertise
than with many firms. We'll be here for you whenever
you need us - to help you see through the maze of
information, to guide you in your decisions and to make
sure you take advantage of every opportunity. To help
you thrive in a changing world.

u MOORE

www.moore.co.uk

We believe the information in this factsheet to be correct at the time of going to press but we cannot accept any responsibility for any loss
occasioned to any person as a result of action or refraining from action as a result of the material contained herein. Moore U.K. Limited
(registered in England & Wales with registered number 12952745) acts as an umbrella organisation for the Moore member firms in the UK.
Each Moore UK member firm is a member of Moore Global Network Limited (MGNL), a global accountancy and advisory network. MGNL and

its member firms are legally distinct and separate entities.



