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The latest Lloyds Bank Business Barometer shows:
Economic optimism increased by 8 points to -2% in October, with overall business
confidence1 up 4 points to 6%.
 Firms’ concerns about the expected impact of the UK leaving the EU eased back
to -18%, after reaching a new low of -25% in September.
 The West Midlands was the most confident region, with the lowest sentiment
continuing to be among firms in Scotland.
 Overall confidence improved across all sectors, with firms in the construction and
retail sectors performing the strongest.
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Overall business confidence increased by 4 points to 6% in October, according to the
latest findings from the Lloyds Bank Commercial Banking Business Barometer. While still below the long-term
average of 24%, it was slightly higher than the previous three months where business confidence averaged 5%.
Optimism in the economy also saw an improvement in October, increasing 8 points to a three-month high of -2%
having fallen last month to its lowest levels since June 2016.
Firms’ assessment of their trading prospects also rose for a second consecutive month, albeit marginally, by 1 point to
14% (chart 1).
Companies’ concerns about the UK leaving the EU eased this month as the Barometer showed a seven point increase
to -18% (see chart 2). 37% of businesses (down from 43%) continue to expect a negative impact from leaving the EU,
while 19% (up from 18%) believe leaving the EU will have a positive impact.
In October, the number of firms expecting to increase their employee numbers in the coming year fell by 1 point to
3%, with more than a quarter of businesses (27%) expecting to increase employment, while those anticipating a
reduction remains unchanged at 24%. There has been a step down in hiring intentions in recent months, which
averaged 12% in the first half of the year. This has fallen to an average of 3% in the last three months.

Chart 1: Business confidence shows more positive outlook

Chart 2: Firms’ concerns of impact of the UK leaving the EU
retracted from last month’s decline but remain negative

Classification: Public

Standard deviation
(firms with turnover above £1m)
2.0

2.0

1.0

1.0

0.0

0.0

-1.0

-1.0

-2.0

-2.0
OVERALL CONFIDENCE
Business (trading) prospects
Economic optimism

-3.0
-4.0
-5.0
2005

2007

2009

2011

2013

2015

2017

-3.0
-4.0
-5.0

Expected impact on business prospects on the
decision to leave the EU (% net balance)
15
15
10
10
5
5
0
0
-5
-5
-10
-10
-15
-15
-20
-20
-25
-25
-30
-30
Jan-18 Apr-18 Jul-18 Oct-18 Jan-19 Apr-19 Jul-19 Oct-19

2019

Source: Lloyds Bank Business Barometer (October 2019), BVA BDRC

Source: Lloyds Bank Business Barometer (October 2019), BVA BDRC

Hann-Ju Ho, Senior Economist, Lloyds Bank Commercial Banking, said:
“Both business confidence and optimism about the wider economy have picked up this month, with economic optimism
reaching a three month high as concerns about the impact of the UK leaving the EU eased. However, there was a slight
step down in hiring intentions, which could reflect concerns about ongoing economic uncertainty.
CONFIDENCE ACROSS THE REGIONS AND SECTORS
The most confident regions in October were the West Midlands (16%), the South West (15%) and the East Midlands
(13%). (See chart 3). Firms in the Midlands were also among the least negative about the impact of the UK leaving the
EU, but this is less the case for the South West, where overall confidence was high despite more elevated concerns
about the impact of leaving the EU.
The least confident regions were Scotland (-18%, despite rising 15 points), the South East (1%) and London (1%).
In October, overall business confidence improved in all four sectors, with the largest increases in the construction
sector rising 8 points to 18 and the manufacturing sector, which increased 7 points to 5%. Despite confidence in the
services sector rising for the first time since June, by 3 points to 0%, overall confidence remained the weakest in this
sector, while confidence in the retail sector saw a small increase of 1 point to 15% (see chart 4).
Paul Gordon, Managing Director for SME and Mid Corporates, Lloyds Bank Commercial Banking, said:
“Business confidence picked up slightly this month, with all regions other than Scotland reporting overall improvements.
However, the weakness in London in recent months is notable given that it was the strongest region a year ago. It is
reassuring that the overall confidence improved in all four broad sectors, which may also have been supported by the
general easing of company concerns about the UK leaving the EU as the prospect of a new agreement drew closer over
the course of the month.”

Chart 3: Confidence remains strongest in the Midlands and South
West

Chart 4: Confidence increased across all broad industry sectors
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Notes to editors
1

Overall business confidence is a measure of responses from surveyed companies, which is calculated as
an average based on their views on business prospects and optimism on the UK economy.
2
The long-term average for business confidence is calculated as the average since the survey began in
2002, taking into account the expansion of the survey’s sample size at the start of 2018 when firms with
turnover below £1m were included for the first time.






The Business Barometer results provide early signals about UK economic trends. The survey started in
January 2002 and research is carried out monthly on behalf of Lloyds Bank by BVA BDRC.
This survey was conducted with 1,200 companies between 1-16 October 2019 from all sectors and
regions of the UK. Prior to January 2018, the fieldwork was based on 200-300 companies.
The results are reweighted to match proportions by size, sector and region of the total business
population, as published by the Department for Business, Energy and Industrial Strategy and the
Office for National Statistics.
For further summaries and infographics, see #BusinessBarometer or follow @LloydsBankNews on
Twitter.
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