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Executive Summary:

“Challenging times ahead”, but according to the German-British business community the UK is still a relatively
good market and place for doing business

The outlook for the German-British business community shows a relatively balanced picture, but it has worsened
over the last six months, with only a quarter of respondents expecting their business to perform better over the
coming twelve months.

In terms of the overall development of the UK economy, firms take a broadly similar view, as 27% expect the UK
economy to perform better or significantly better over the coming twelve months. In the past, companies were more
optimistic about their own operations than for the British economy as a whole, but it appears that they can no longer
escape the wider economic developments.

However, nearly 40% of companies still expect to hire new employees over the coming year - even if this is a
somewhat lower figure than in spring 2022 (50%), it suggests that demand for labour is still going strong.

Rising energy/input costs (cost pressures) and skills shortages have become the largest challenges faced by our
business community. Additionally, logistical problems, a lack of demand as well as trade barriers continue to be high
up on the agenda. In other words, the war in the Ukraine, supply chain bottlenecks, inflation and Brexit continue to
have a significant impact on businesses.

As a result of the current crises, only a few companies have relocated or plan to relocate some of their business
activities to other locations outside the UK. This suggests that despite the current economic and political
uncertainties, companies still value the operating environment in the UK.
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The survey and its participants:

59 online questionnaires between 15t and 10" October 2022 with companies from the
German-British business community, which have operationsin the UK
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How do you view the current situation / performance of your operations
in the United Kingdom?

50%
44%
45%

40%
35%
30% 29%
25%
20% 7%
15%
10% 8%
0% - . . . . I @20

Very positively Positively Stable Negatively Very negatively

Currently, nearly 40% view their own operations as performing positively or very positively, 44% as
stable, and only 19% as negatively or worse. These numbers show a decline in comparison to spring 2022
and they suggest that in terms of their operations in the UK, companies are facing increasing challenges,
because of the war in Ukraine, supply chain bottlenecks, inflation and Brexit.
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How do you expect your operations in the United Kingdom to develop / perform
over the coming 12 months?
50%

47%

45%

40%

35%

29%
30%

[0)
25% 24%

20%

15%

10%

5%

0%

0%
0%

Significantly better Better Stable Worse Significantly worse

The outlook for the immediate future is still relatively balanced, but it has worsened as now only a
quarter expect their business to perform better over the coming 12 months - a marked decline to 6 and
12 months ago when more than 50% expected their business to perform better over the then coming
year.
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How do you expect the United Kingdom's economy as a whole to develop /
perform over the coming 12 months?
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In terms of the overall development of the UK economy, firms take a broadly similar view to 6 months ago:
27% expect the UK economy to perform better or significantly better over the coming twelve months. In
the past, companies used to be more optimistic about their own operations than for the British economy
as a whole, but it appears they can no longer escape the overall economic developments.
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What are your medium-term investment plans?
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64%
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10%

0%
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In line with the relatively more subdued expectations of their own operations, now only a fifth (22%) of
respondents plan an increase of their investments - a significant decline in comparison to spring 2022
when the comparable figure stood at 44%.
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What will your staffing levels look like in 12 months' time?
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However, nearly 40% of companies still expect to hire new employees over the coming year - even if this

is a somewhat lower figure than in spring 2022 (50%), it suggests that demand for labour is still going
strong.
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What will be the largest challenges for your business in the coming 12 months?
(Multiple answers possible)

70%
0,
60% 58%
50% 46% 44% 2%
40% 36%
30% 25% 4%
20%
0 8%
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Rising energy and  Shortage of skills/ Logistical problemsin  Lack of demand Trade barriers / Legal / regulatory Lack of supplies Funding /financial Other
other input costs restrictions due to the supply chain customs formalities uncertainty (goods / services)  constraints /lack of
immigration government support
regulations

Rising energy/input costs (cost pressures) and skills shortages have become the largest challenges faced
by our business community. Additionally, logistical problems, a lack of demand as well as trade barriers
continue to be high up on the agenda. In other words, the war in the Ukraine, supply chain bottlenecks,
inflation and Brexit continue to have a significant impact on businesses.
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Have you increased or plan to increase your prices due to the current
inflationary/cost pressures?
70% -

61%

60% -

50% -

40% -

30%

30% -

20% -
9%

Yes, we have already increased our prices Yes, we plan to increase our prices in the near future No

10% -

0% -

As a result of the current challenges/cost pressures, 61% of companies have already raised prices and
with 30% planning to follow suit. Therefore, it appears that inflationary pressures will not decline any
time soon.
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Is your business currently affected by the
current crises, including global supply

bottlenecks, inflation and/or war in the Nearly 70% of respondents are affected by the current

Ukraine? crises and as a result a majority of these have

80% adjusted/will adjust their supply chains - in other
0% A 69% words, globalisation will enter a new trajectory.
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Are you sourcing more or planning on
sourcing more from the following countries
in future? (Multiple answers possible)

60% -
° 52%

50%

40% - 38%

30% - 28%

o 21% 21% What are the main business / operational
10% I 10% reasons for changes in the supply chain?
0% | | | | . | | (Multiple answers possible)

Germany United Other The rest of North Other 70% - 67%
Kingdom European Europe America
Union 60% -
countries
50% - 47% 43%
Unsurprisingly, in terms of geographically 40% 1
adjusting supply chains, there appears to be a 30% - 27%
focus on western democracies in order 20% -
diversify/minimise risk. 10% 4 %
00/0 T
Diversifying /  Gaining more Reducing costs Trade barriers Other
minimising risk direct access to and regulatory

inputs and/or issues
raw materials
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Have you already relocated or do you

expect to relocate some of your business As a result of the current crises, only a small number of
activities because of the current crises, companies have relocated or plan to relocate some of
including global supply chain bottlenecks, their business activities elsewhere. This suggests that
inflation and/or war in the Ukraine? despite the current economic and political uncertainty,

100% 85% companies still value the operating environment in the

80%
60%
40%

UK (due to perceived locational advantages).

20% 10% 5%
0% [ ]
Yes, we have already  Yes, we plan to relocated
relocated some of our some of our business
business activities activities

Looking at the present location(s) for your business activities, what are their key
advantage(s)? (Multiple answers possible)

70% 65%
60% -
50% -
40% -
30% -
20% -
10% -
0% -

37%

21%
17% 15% 13% .

Existing / strong Availability of Other Digital Political Availability of Competitive labour Competitive tax Competitive
supplier network  skilled labour infrastructure stability/legal imputs / raw costs framework energy costs
certainty materials
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