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Following three consecutive quarters of falling confidence, small and medium sized 
businesses recorded their first increase of 2017 in the final quarter of the year. 

Findings of our SME Confidence Tracker for Q4 2017 show 
an increase of just 0.1 to 58.8, leaving the Confidence 
Index hovering only slightly above its historic low of 57.9 
following the EU Referendum. 

While such an increase may not be cause for widespread 
celebration, the final quarter of the year did bring with it 
some green shoots of optimism. Though it is possible that 
investment is due to contingency planning to offset the 
Brexit effect, SMEs continued to inject capital back into 
their businesses throughout the final months of the 2017. 

According to the Q4 Tracker, four-fifths (80%) invested 
in their business, and two-thirds (67%) of SMEs plan 
to invest between January and April. Average planned 
investment levels for Q1 2018 jumped to £88,721, an 
increase of 14% from Q4 2017. Though more than a 
quarter said they are not planning to invest due to 
domestic economic uncertainty, this represents a 
significant reduction from the Tracker high of 32% in Q3 
2016.

Despite such investment, businesses trading in overseas 
markets continue to await clarification surrounding the 
Customs Union and Single Market. Downing Street insists 
that the UK will sever ties with the Customs Union, yet 
the Chancellor continues to advocate a softer Brexit, 
leading many to believe that a transitional arrangement is 
inevitable, in the short-term, at least.

Whatever the outcome in March 2019, these questions 
continue to stifle SMEs’ ability to plan for the long-
term. SME owners and decision makers are in dire need 
of clarity and direction in order to futureproof their 
businesses, not least surrounding issues such as access 
to skills.

At the start of the year, Director General of the British 
Chambers of Commerce, Adam Marshall stated that 
“labour and skills shortages are set to be the biggest 
potential drag on business in 2018.” 

This is reflected in our Q4 Tracker. UK SMEs are 
seemingly changing investment intentions to prepare 
themselves for 2019’s deadline and to mitigate 
recruitment difficulties that may arise as a result. Over 
a third (37%) plan to invest in upskilling existing staff 
between January and April, and 28% intend to recruit new 
staff in the first quarter of the year.

In addition to recruitment, businesses are looking to 
diversify investment to protect against new threats. As 
smaller businesses continue on their journey into the 
digital age, the importance of security for SMEs no longer 
solely lies in physical assets such as bricks and mortar. 

But while recognition of the need to protect digital 
infrastructure is growing, data shows that over a quarter 
(29%) have not yet trained staff in cyber security 
measures. 

With larger businesses hit by big-ticket fines in high 
profile cases over the lack of security measures in 
place, cyber security competence is set to become an 
increasingly important topic for SMEs this year.

Coupled with the spotlight placed on poor payment-
practices by larger firms highlighted following the collapse 
of Carillion, and the ongoing Brexit situation, 2018 looks 
set to present a heady mix of challenges for our much 
needed army of SMEs.
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KEY FINDINGS 
IN Q4 2017 

37% say that sales increased in 
Q4, up 4 percentage  
points from Q3 2017

37% of SMEs expect sales to 
increase in Q1 2018, increase up 
3 percentage points on Q4 2017

 
Eight in ten (80%) SMEs 

invested in their businesses  
in Q4 2017 

Two thirds (67%) of  
SMEs expect to  
invest in Q1 2018

 
A quarter (26%) of SMEs say 
that an uncertain economic 

environment in the UK is 
holding back investment

EDWARD WINTERTON 

UK Chief Executive,  
Bibby Financial Services
February 2018

      @TedWinterton

      Edward Winterton

https://twitter.com/tedwinterton
https://www.linkedin.com/in/edward-winterton-5b17831
https://www.linkedin.com/company/bibbyfinancialservices
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SMEs plan to increase investment spend between January and April as developing and securing new talent becomes  
a greater priority. On average, business owners are planning to invest £88,721 in Q1 2018, up 14% on planned expenditure  
for Q4 2017 (£77,813). 

Levels of investment have increased steadily since falling dramatically to £49,000 following the EU Referendum in  
June 2016.

Of those that plan to invest, a quarter say their primary reason(s) for investment is to replace equipment or 
machinery that has deteriorated (18%). The next three priority areas for SMEs are to remain competitive (16%), to 
reduce operating costs or increase efficiencies (15%) and to fund expansion within the UK (15%).

Top areas of investment in Q4 2017 amongst SMEs were existing staff (41%), IT (33%) and machinery or equipment (33%). 
SME investment intentions have shifted for Q1 2018, as recruiting new staff has been prioritised over investment in IT and 
machinery or equipment:

INVESTING THROUGH UNCERTAIN TIMESSME CONFIDENCE INDEX 
The SME Confidence Index is compiled by equally weighting SME sales performance over the past three 
months with expected sales performance over the three month period ahead. The combined results provide  
an overview of the order books and work volumes of SMEs dating back to Q1 2014.

The Index for Q4 2017 stabilised from the previous quarter, increasing by just 0.1 to 58.8. The latest move leaves 
the Index hovering just above its all-time low of 57.9 in Q4 2016, and well below its high of 75 in Q1 2014.
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CHAIN REACTION: RISING COSTS 
CAUSE HEADACHES FOR 
WHOLESALERS 

“The wholesale sector experienced mixed fortunes in 2017. Rising inflation 
and stagnant wage growth has taken hold of consumers and, as a result, we 
are now seeing reduced growth in consumer spending. According to the latest 
Visa Consumer Spending Index, consumer spending fell consecutively for the 
last seven months of 2017. As a result, this reduced expenditure is likely to 
have taken a toll on wholesalers that reside further down the supply chain, 
which in turn may influence performance and investment intentions in 2018. 

Data from the Q4 2017 SME Confidence Tracker shows that nearly a quarter 
(23%) of wholesalers see rising costs as their biggest challenge right now, 
followed by increased competition from other firms (16%). Exchange rate 
fluctuations (15%) is another issue facing wholesalers. 

Wholesalers plan to invest an average of £42,919 over the next three months, 
almost half (48%) the average planned investment spend across the study.

Looking closer at investment behaviour, research finds that a third (33%) of 
wholesalers have chosen to invest in new supplier relationships, the most 
common amongst wholesale SMEs and above the average (31%) across all 
sectors. 

Our research also indicates that wholesalers are going even further than 
others to mitigate supply chain risks. Of the those surveyed, nearly one in five 
(18%) wholesalers said reducing operating costs and increasing efficiencies 
is their primary reason for planned investment in Q1 2018. By taking action, 
wholesalers are seeking to prepare for contingencies where market volatility 
could affect the cost of doing business further down the line.”

PHIL TOBIN 
Managing Director for Trade Finance, Bibby Financial Services

      @PhilTobin45

Despite increases in investment over recent quarters, significant barriers impeding SME investment plans remain.  
The most significant barrier is the uncertain economic environment in the UK (26%), which has been the most cited 
obstacle to investment each quarter since Q1 2014. This is closely followed by those that say they are looking to build  
up cash reserves (25%) and those specifically citing uncertainty arising from the UK’s exit from the EU (21%).

BARRIERS TO INVESTMENT

      Phil Tobin

https://www.visa.co.uk/newsroom/no-festive-cheer-for-retailers-as-december-rounds-off-the-worst-year-for-consumer-spending-since-2012-74073?returnUrl=/newsroom/listing?tag=consumer+spending+index
https://twitter.com/PhilTobin45
https://www.linkedin.com/in/philtobin
https://www.linkedin.com/company/bibbyfinancialservices
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“November 2017 paved the way for policy developments for SMEs in the 
construction sector. In the Autumn Budget, the Chancellor announced several 
measures to support housing growth with a commitment to deliver 300,000 
new homes by the mid-2020s. Further measures also included a £34m training 
fund to support the creation of bricklaying and plastering skills that are in 
short supply in the industry. 

The sector’s skills shortage is a perennial issue for construction sector SMEs 
as the Tracker research shows. In the last quarter, construction firms invested 
in training existing staff (61%) and hiring new staff (40%), which reflects their 
need for a capable workforce with the right skills to compete for contracts. 

Broadly, the sector experienced several swings in confidence. The IHS Markit/
CIPS UK Construction PMI fell to 52.2 in December 2017, down from a five-
month high of 53.1 in the previous month and below market consensus of 52.8.

Unsurprisingly, the new year sees several familiar issues arise as 
subcontractors plan to invest in similar areas to Q3 2017, with training staff 
(52%) and hiring new staff (35%) remaining the key focus in Q4. Interestingly, 
planned investment among small firms in construction is also the highest 
across all sectors, with the average business planning to invest £135,651 in the 
next three months, well above the  average spend of £83,049 in SMEs across 
other sectors of the economy – a 63% investment contrast. 

Rising costs are a key concern for construction SMEs in Q4, with over a 
quarter (28%) noting it’s an issue. With currency fluctuations fuelling pressure 
to the bottom line, SMEs are considerably wary about import costs, VAT duty 
and raw material costs in light of cost efficiency. 

With the collapse of Carillion in January 2018, the sector has started the year 
on shaky ground and it is likely that this sentiment will be reflected in the 
results of the Q1 2018 Tracker.

As a provider of specialist funding for the sector, we have announced 
measures that will enable us to offer additional support for subcontractors 
and SMEs that have been directly or indirectly affected. These measures 
will help SMEs to evaluate if and how their businesses are impacted, and 
understand support available in relation to funding, credit control and bad 
debt protection.”

HELEN WHEELER 
Managing Director, Construction, Bibby Financial Services

      @HelWheeler

CONSTRUCTION FIRMS LOOK  
TO BRIDGE THE SKILLS GAP 

The average planned spend by construction SMEs in Q1 2018 

£135,651 

CONSTRUCTION IN  
NUMBERS 
Construction SME investment priorities in Q4 2017:

Training existing staff 

Hiring new staff 

Machinery and equipment 

37% Commercial vehicles

61

40 37

37

      Helen Wheeler

https://twitter.com/HelWheeler
https://www.linkedin.com/in/helen-wheeler-70b31115/
https://www.linkedin.com/company/bibbyfinancialservices
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Cyber security incidents continue to hit the headlines. The incidents 
affect businesses small and large, and cause significant damage to 
organisations – operational issues, damage to reputation or legal fines 
from bodies such as the Information Commissioner’s Office. Such fines are 
likely to grow once new EU-wide legislation (GDPR) becomes law in May 2018.

The ruthless nature of these attacks provides the most prominent fear 
factor, as highlighted by the WannaCry attack in May 2017, severely 
affecting public sector systems. According to cyber security firm, Cyence, 
the attack is thought to have caused damages of up to $4bn1

Businesses need to understand that the risk posed by cyber security 
threats are as great as those affecting their premises. According to the 
2017 Q4 SME Confidence Tracker data, half of UK SMEs (51%) have ‘some’ 
cyber security measures in place, and two-thirds (66%) do not have 
robust cyber security protection.

Our data correlates with research from the Cyber Security Breaches 
report by the Department for Digital, Culture, Media and Sport, which 
highlights that half (46%) of SMEs have suffered a cyber-attack in the 
past 12 months2. These breaches have resulted in an average loss of 
£1,570 for the businesses affected. SMEs need to focus on implementing 
basic cyber security to help reduce the likelihood of being affected.

Cyber criminals continue to exploit new technology to develop new 
threats and these advances often run ahead of public awareness 
of necessary security measures. However, it’s not all bad news. The 
Government has been advocating a framework titled ‘Cyber Essentials’ 4. 
Its goal is to help all organisation take simple steps to protect themselves 
against Internet threats and thus protect our businesses for the future. 
Although these are measured steps, the Government is advancing in the 
right direction in supporting businesses against the effects of cyber crime.

ARE SMES EMBRACING  
THE DIGITAL AGE?

1 https://www.cbsnews.com/news/wannacry-ransomware-attacks-wannacry-virus-losses
2 https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/609186/Cyber_Security_Breaches_Survey_2017_main_report_PUBLIC.pdf
3 https://www.cyberessentials.ncsc.gov.uk
4 https://www.ippr.org/files/2018-01/future-transport-investment-in-the-north-summary-1801.pdf
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TOM KING
Head of IT Assurance, Bibby Financial Services

“The North has the potential to compete on the world stage, providing it is 
given the focus it deserves. Latest research from think tank, IPPR North, 
outlines that planned transport investment in the North is £1,600 per capita, 
2.6 times lower than London’s expenditure (£4,155)4. 

The £1.7bn Transforming Cities Fund outlined by Philip Hammond during the 
2017 Autumn Budget provides a promising start to addressing this gap, but 
the economy needs to see more than lip service for businesses to truly benefit. 

Transport for North outlined a £70bn transport overhaul investment needed  
to create 850,000 jobs and a £100bn economy boost. However, as the advisory 
board does not yield statutory power, it rests only as a recommendation. 
Northern cities need to see this level of investment hit the ground in order to 
keep up with the attention that London garners. 

 

Northern SMEs also have a role to play in continuing to innovate and invest 
in their growth. Positively, our Q4 2017 SME Confidence Tracker shows that 
Northern businesses are prepared to invest their capital rather than sitting 
on cash reserves, with almost three quarters (72%) planning to invest in their 
growth in Q1 2018, compared with a UK average of two thirds (67%). When it 
comes to levels of investment, Northern businesses also surpass the  
domestic norm and plan to invest £97,771 in Q1 2018, 10% more than the UK 
average (£88,721).”

THE NORTHERN POWERHOUSE IS 
GAINING MOMENTUM, BUT NORTHERN 
BUSINESSES ARE INVESTING IN THEIR 
OWN FUTURE TOO  

Almost a third (29%) of SMEs 
have not trained their staff in 
any cyber security measures

Half (51%) of SMEs have at 
least some cyber security 

measures in place

SHARON WILTSHIRE 
Commercial Director, Bibby Financial Services 

      @CashflowChic       Sharon Wiltshire

of Northern SMEs saw  
sales increase in Q4 2017

43
2017

Q4 38
of Northern SMEs expect their 
sales to increase in Q1 2018 

2018
Q1

https://twitter.com/CashflowChic
https://www.linkedin.com/in/sharon-wiltshire-310a7022
https://www.linkedin.com/company/bibbyfinancialservices


WHAT IS THE SME CONFIDENCE TRACKER?
The SME Confidence Tracker surveys 1,000 of the UK’s small and medium sized 
businesses on a quarterly basis. The Tracker charts the confidence of owners and 
senior decision-makers of businesses in manufacturing, construction, wholesale, 
transport and services sectors. Field work for Q4 took place throughout December 
2017 and respondent businesses had average annual turnover of £2.2m.  

ABOUT BIBBY FINANCIAL SERVICES
Bibby Financial Services (BFS) is a leading financial services partner to over 7,000 
SMEs in the UK and more than 10,000 businesses worldwide. 

Formed in 1982, we are members UK Finance and support businesses in over 300 
industry sectors through our network of 18 local offices.

With over 40 operations in 13 countries spanning Europe, North America and Asia, we 
provide specialist FX, trade, asset and working capital funding, helping businesses to 
grow in domestic and overseas markets.

In 2011, 2012, 2014, 2015, 2016 and 2017 the business was awarded a place in The 
Sunday Times 100 Best Companies to Work For, ranking 33rd in the most recent poll.

 
To find out more about Bibby Financial Services, visit:  
www.bibbyfinancialservices.com

CONTACT

SEAN CASEY 
Head of External Corporate Communications 
Bibby Financial Services

sean.casey@bibbyfinancialservices.com

Connect with us on:

WE BELIEVE IN YOUR BUSINESS
INVOICE FINANCE • ASSET FINANCE • TRADE FINANCE • STOCK FINANCE • FX

bibbyfinancialservices.com0808 2310 865

http://www.bibbyfinancialservices.com
mailto:sean.casey%40bibbyfinancialservices.com?subject=
https://twitter.com/BibbyFinanceUK
https://www.facebook.com/bibbyfinanceUK/
https://www.linkedin.com/company/bibbyfinancialservices
https://www.bibbyfinancialservices.com
https://www.instagram.com/bibbyfinancialservicesuk/

