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The business outlook on

the year ahead

Twice a year, Moore UK ask business
leaders across the country to share
their aspirations for the next six months
and track business confidence.

Our latest Moore UK Owner Managed Business
(OMB) survey, conducted in June 2024, reveals a
nuanced picture of the current business climate
among UK business owners. While there has been
a slight dip in confidence from December 2023's
high, largely attributed to sustained high business
costs and uncertainties surrounding the upcoming

General Election, the overall outlook remains positive.

Despite these uncertainties, it's encouraging to see
that businesses remain confident that they will
meet profit and revenue targets for the year ahead.

Key challenges and shifting concerns

High interest rates remain the most significant
challenge for OMBs, though the concern has lessened
compared to previous surveys. Inflation, while still a
factor, is becoming less of an issue, but other cost
pressures and staffing challenges persist. Notably,
business costs and difficulties in staff retention and
recruitment remain prominent hurdles.

Recruitment challenges are particularly impactful,
with only a quarter of respondents reporting no
difficulties in this area. This shortage is causing
increased workloads, contributing to higher levels of
absenteeism due to stress and burnout.

Recruitment trends and

technological adaptations

Despite recruitment challenges, fewer businesses
plan to hire over the next three months. Instead,
many are turning to alternative solutions like
artificial intelligence (Al) and initiatives to boost

staff morale. An impressive 62% of OMBs are

already incorporating Al in their operations, with
more planning to do so in the future. Al is seen as a
potential remedy for recruitment woes, capable of
automating routine tasks and allowing employees to
engage in more creative and fulfilling work.

However, the adoption of Al brings its own set of
risks. Business owners need to be aware of these
challenges and recognise the importance of
implementing robust processes and procedures to
mitigate potential downsides.

Cyber security and data

protection concerns

Cyber security and data protection are top priorities
for business owners, especially in light of the
significant barriers they face in improving these
areas, such as the lack of in-house expertise and
the high costs of IT infrastructure and support. This
focus is well-placed, as nearly a third of businesses
reported experiencing cyber security or data
protection issues in the past year. This underscores
the necessity for businesses to enhance their
defences to avoid vulnerabilities to cyber-attacks.
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Political climate and
business sentiment

The forthcoming UK General Election is another
source of uncertainty. Irrespective of the election’s
outcome, business owners want the next
government to prioritise easing trade barriers
with the EU and reducing Brexit-related red tape.
These measures are seen as critical to fostering

a more business-friendly environment and
supporting growth.

Conclusion

Our latest survey highlights a landscape of
cautious optimism among OMBs. While
challenges such as high business costs,
recruitment difficulties and cybersecurity
threats persist, businesses are adapting through
technological advancements and strategic
planning. The political landscape adds an
additional layer of uncertainty, but the overall
sentiment remains one of resilience and
determination to thrive in the face of evolving
challenges. As the year progresses, it will be
crucial for businesses to stay agile and proactive in
addressing both existing and emerging issues.

To gather the data for this report we
surveyed 500 businesses with turnover
between £1m and £30m in June 2024.
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.

We'd like to thank everyone
who took part — your feedback
iSs much appreciated.

Matthew Meadows,
Chair of Moore UK

Mark Lance,
CEO of Moore UK
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Confidence in the general outlook

Overall business confidence in the general However, there's been a slight drop in business
outlook remains high, with more than two confidence from the previous survey (34%
thirds (77%) saying they are confident about highly confident in December 2023 compared

X . to 28% in June 2024) as Owner Managed
0,
the year ahead, with almost a third (28%) Businesses (OMBs) continue to grapple with

highly confident about the future. high interest rates, rising business costs and
uncertainty around the General Election.
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Profitability % of OMBs expecting profits to

The number of OMBs expecting increase over the next 12 months

their profitability to increase in
the next 12 months has dropped
slightly to 88%, down from a high
of 91% in December 2023.
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78% of OMBs say they are confident about meeting their profit targets in the year ahead, with almost a
third (29%) highly confident in meeting their targets.

Confidence in meeting profit targets

20% 30% 40% 50% 60% 70% 90%

M Highly confident M Fairly confident M Not confident

What are your main business
goals for the next six-12 months? 7

“Keep costs as low as possible.”

“Just continue along as we are, everything
is running fine and business is good.”

“Grow into new markets. drive “To maintain current levels in the marketplace,
innovate e automa’tion T increase the use of integration of Al chat tools, offer

more expert training for staff in the workplace.”

“We hope to increase profits by 10%" - ) .
P P A “To maintain profit margins and keep

“Maintain current business level our excellent workforce happy!”

while reducing costs.” " : ) ) A
Our main business goal is to maintain revenue

“To keep morale in the workplace strong and to while keeping our costs in control as well as
keep making profit and keep making sales.” improve customer service with the help of Al"
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Biggest challenges facing owner
managed businesses in 2024

Rising interest rates remain the biggest challenge for owner
managed businesses, but this has dropped considerably
from 47% in December 2023 to 36% in June 2024 as the
Bank of England continues to hold interest rates at 5.25%.

More than a third of business owners (35%) say that business
costs (e.g. energy fuel and property) are a challenge,
followed by adopting and implementing new technology
(31%) and staff retention and recruitment (30%).

With a General Election looming, tax is becoming a bigger
concern for business owners, with a quarter (26%) citing tax
as a major challenge over the next few months compared to
21% in December 2023.

And while 29% of business owners say that inflation is a key
challenge, this has continued to fall from a high of 37% in
March last year.
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36%

Rising interest rates

Business costs

(e.g. energy, fuel, property) 35%

Adopting and implementing 1%
0

your business
iNn the next
three months?

new technology

Staff retention and recruitment

Inflation

Taxation

Cash flow and liquidity

Supply chain issues/availability

Business continuity

Reducing your business’
carbon emissions

Compliance

Uncertain trading conditions

Unable to increase our prices to clients

Instability in the financial
and currency markets

Financial impact of borrowing

including BBL during covid 19 pandemic

Other

0%

12%

12%

8%

1%

5% 10% 15%

19%

=
©
R

18%

18%

20%

24%

22%

25%

30%

29%

26%

30%

Navigating uncertainty: Owner managed businesses remain optimistic amid election and economic challenges

35%

40%



Recruitment and retention

Challenges recruiting and retaining staff continue to hamper

business growth with one in five business owners (20%) saying

that they have had to turn new work opportunities down as
a result and a similar number (21%) saying they have not met
their growth targets. Only a quarter of firms (25%) haven't
experienced any problems in this area.

And it's existing employees who are bearing the brunt of
difficulties recruiting and retaining staff, with 44% of owner
managed businesses saying their existing teams have had
to take on increased workloads as a result (up from 28% in
March 2023.)

These stresses are bringing new challenges — 42% of business
owners say they've been affected by increased levels of staff
absenteeism at work over the past 12 months.

To reduce absenteeism, business owners need to focus on
developing a positive workplace culture and strong employee

To reduce
absenteeism,
business owners
need to focus

on developing a
positive workplace
culture and

strong employee
value proposition

value proposition to attract and retain talent.

to attract and

retain talent.

To what extent have challenges with recruiting
and retaining staff impacted on your business?
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Existing staff have We have not met our We have had to turn Morale is low It hasn’t - we have
increased workloads growth targets new work not had problems
opportunities down with recruiting or

retaining staff
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Over the past 12 months, has
your business been affected

by increased levels of staff

absenteeism at work?

Business owners
look to alternative
solutions to ease
recruitment woes

Even with recruitment and
retention of staff remaining

a significant challenge for
many OMBSs, business owners
appear to be slowing down
their recruitment activity —
looking to improve morale
amongst their existing teams
and to use Al solutions to
drive efficiencies within the
business instead.

Just 33% of business owners
say they increased their
headcount over the past three
months (down from a high of
43% in December 2023), and
OMBs say they are less likely
to be recruiting over the next
three months too, with the
only 43% planning to increase
their workforce compared to
49% in December 2023.
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Over the next three months, do you expect your workforce to...

100%
80%
60%
40%

20%

0%
Jun 24

Mar 23

Feb 21 Nov 22 Dec 23

Jul 21

Nov 21 Apr 22

B |[ncrease ® Remain constant = Decrease

Navigating uncertainty: Owner managed businesses remain optimistic amid election and economic challenges



Navigating uncertainty: Owner managed businesses remain optimistic amid election and economic challenges 8



Al: Artificial Intelligence

With Al promising significant business benefits Is your business using Al?
including improving customer engagement,

reducing operational costs, and boosting efficiency,

more than half (62%) of owner managed businesses

are already incorporating Al into their business.

Larger businesses (those with turnover between

£5m and £30m were more likely to have adopted Al

(70%) than smaller companies with less than £56m

turnover (55%).

Where are you using Al in your business?

“To compile data for reports.”
“Coding assistance.”
“To generate ideas for ads.”

“Web chat services for customers.”

“We're piloting simple things like taking Many of those who

notes and summaries, but we're planning an aren’'t aIready using
expansion into reducing workloads.” . . .
P ° Al within their

businesses plan to do
Where do you think Al would be so in the near future.
most helpful in your business?

“For recruitment.”

“Report analysis.”

“Research and development.”

“Scheduling and forecasting.”

“Simplifying admin tasks and reducing support staff costs.”
“Taking over doing mundane tasks to free up staff time.”
“To improve efficiency.”

“Writing blogs and articles.”

“Writing reports and fundraising bids.”

Could Al be a solution to recruitment challenges?

Businesses can leverage Al to achieve substantial benefits, including process automation,
enhanced customer engagement, and cost reduction. And with OMBs continuing to

face recruitment challenges, Al could prove to be an effective part of the solution.
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What are your main business
goals for the next six-12 months?

“We intend to upgrade our IT
infrastructure and incorporate Al
models for our distribution.”

“Al is the future, and we must embrace it.” .
! “To reduce marketing agency costs by the use of Al

“Implement Al to transform the business.” for copy creation and article and image creation.”
“My main goal for my business “To adapt to the use of Al and keep
within the next six-12 months is to our customers coming back.”

increase clientele and make their

\ ; ’ " “We want to train staff in Al and cyber security
experience easier using Al.

and make them more knowledgeable about
“To leverage Al-driven analytics to optimize the new risks this technology poses.”
investment strategies and improve
client portfolio performance, aiming
to achieve a 15% increase in overall
client satisfaction and asset growth.”

O T T CASN T ETEVETERERRE

d Wakploi
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Cylber security and

data protection

With more than a quarter of businesses (29%) having
experienced a cyber security or data protection

issue in the past 12 months, it's reassuring to see
that almost all OMBs take the issue seriously with
(98%) saying cyber security and data protection are
important to running their business.

How important is cyber security
and data protection to running
your business?

Has your business experienced a
cyber security or data protection
issue in the past 12 months?

However, despite OMBS' willingness to take the issue
seriously, business owners are facing significant
barriers to improving cyber security or data
protection. More than a quarter (29%) say they lack
the in-house expertise needed, and 42% and 37%
respectively cite the cost of IT infrastructure and the
cost of external support as barriers to implementing
the improvements needed.

Not important Not at all important
2% 1%

Important
39% Very
important
58%

Unsure
4%

Cyber-security is an ever-changing field, and
businesses need to invest in the latest technology
and expertise to stay ahead of criminals. With OMBs
already under pressure from rising business costs
there is a risk that business owners could leave
themselves vulnerable to increasingly sophisticated
cyber-attacks.
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What are the barriers to

Improving cyber security

or data protection in ST
your business?

Cost of IT infrastructure

Lack of in-house expertise

Some OMBs may be
underestimating the risks
posed to the business by

a cyber-attack. One in ten
businesses (11%) say improving
cyber security isn't a priority for
them this year. Business owners Not a business priority
who become too complacent

may be putting their businesses

at risk by misjudging the cost

of successful cyber-attack and

overlooking the need to invest

in effective security measures.

Time constraints

Ignorance of the regulations
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Political climate ana
business sentiment

When it comes to the policies, business owners Perhaps unsurprisingly, business owners would
would like to see implemented after the General also like to see a reduction in taxes, with 38%
Election, reducing the barriers to trading with the calling for the government to reduce VAT and 33%
EU was the most popular, at 39%. for a reduction in corporation tax and income tax.

Which policies would you like to see the
government prioritise after the election?

Increase workforce flexibility
Enhance capital gains tax provisions
Increase corporation tax
Reduce business immigration
Improve the R&D Tax credit regime
Increase business immigration
Increase income tax
Increase VAT

What are your main business
goals for the next six-12 months? ~)

“To survive long enough to see a
new Government in place.”

“In the next one to two months, we'll be
prioritising stability, ensuring we are stable
following the election...”

“Wait and see until after the
General Election, hopefully things
will improve significantly.”

“Our main goal is to keep our business
running and being profitable in the current
economic climate. We are also trying to
keep ahead of any changes that we foresee

“Exporting to Europe is still our main focus.” happening with a change of government.”

“We need better handling of dealing with
Brexit in Northern Ireland (take away the
border between NI and mainland GB)."

Navigating uncertainty: Owner managed businesses remain optimistic amid election and economic challenges 13



At Moore, our purpose is to help people thrive

—our clients, our people and the commmunities

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.

A MOORE

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
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Wales with registered number 12952745) acts as an umbrella organisation for the Moore member firms in the UK. Each Moore UK member firmis a
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