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UK MANUFACTURING: STATE OF THE SECTOR

MANUFACTURING - THE FACTS

How Is Manufacturing Output (Ebn) (2021)
Number employed in manufacturing, 000s 2)

= u K MAN u FACTU RI N G MANUFACT“ RI"G Manufacturing as a % of regional employment
" uk Manufacturing productivity index 2021 (UK mig=100)

o, FACTS SPREAD AROUND . -
$ y THE uK Manufacturing salary as % of regional economy salary (2021)
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UK MANUFACTURING: STATE OF THE SECTOR

MANUFACTURING = THE FACTS
HOW THE U

WITH OTHER
COUNTRIES?

UK 14th for export of goods
share of total merchandise exports

REMAIN BETTER PAID SECTORS THAT LEAD
@ ON INVESTMENT

M Manufacturing
Whole econom

(all industries and se!

E Services
e Manufacturing Food and Drink

WHAT SUBSECTORS GREW
THE MOST IN EXPORT TERMS?

UK moves up to the 8th largest
manufacturing nation in the world

1 ] n7

Chemicals and Engineering
man-made fibres and vehicles UK 8th for import of goods

Food and Drink share of total merchandise imports

Chemicals and Pharmaceuticals

UK 2nd for service trade

Metals Other manufacturing* share of total services exports

UK 6th for GDP 3.1t

UK 31st for GDP per capita
45, 5, current prices

United Kingdom

Source: ONS (2022)

"The sum of all sectors not includad in the above lorid Bank (2022), WITS Database
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UK MANUFACTURING: STATE OF THE SECTOR

THE PUBLIC CARE TOO

C=5 TODAY": Although the public don't see the UK as

OF PEOPLE BELIEVE THE PUBLIC PLACE
(9,%>UK MANUFACTURING BRITAIN AS THE 43*°

Since 2018, manufacturing has moved up in the world
rankings, climbing from the 9th manufacturing nation in
the world ta Bth today.

a top 10 manufacturing nation

IS IMPORTANT MANUFACTURING TH
FOR UK PROSPERITY NATION 5UT ACTUALLY WE ARE 8 1. CHINA
OF PEOPLE THINK THEIR
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IS A PRESTIGIOUS CAREER 18% WHO DON'T We asked the guestion again this year and while the public 4. GERMANY

—@ TOMORROW:

3[4 OF THE PUBLIC THINK WE NEED A STRONG MANUFACTURING BASE
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MANUFACTURING: PERCEPTIONS vs REALITY
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hawe answered a bit more accurately, an average they
assumed the UK iz 43rd in the warld, which in fact is the
position held by the UAE.

2018:

The public put the UK in
96th place which was Kazakhstan

2023:

The public put the UK in
A43rd place which is the UAE

L
L
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8. UNITED KINGDOM

9. FRANCE
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UK MANUFACTURING: STATE OF THE SECTOR

WHERE WE ARE TODAY

« Output and total orders turn flat, negatively bucking last quarter’s expectation

« UK and export orders fall in tandem yet expectations for next quarter remain up
* Prices see significant cooling, margins still just in limbo

« Labour growth ceases, investment grows slightly

« Confidence steady and positive, small signs of divergence

« Manufacturing output growth for 2023 forecast 0.8%, and 0.1% for 2024
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RISKS AND CHALLENGES

BIGGEST RISKS IDENTIFIED

Increased cost of energy (including, gas and electricity)
Significant upward pressure on input costs

Significant supply chain disruption

Political and geopolitical instability

Access to domestic skills

Access to domestic labour

Significant movements in exchange rates

Increased late or extended payment terms
Delays at customs due to new trading rules
Increased incidents of my suppliers/customers debt
Increased cost to meeting EU regulation (e.g., REACH)
Access to labour from outside the UK
Access to skills from outside the UK
Disruptions due to cyber attack Increasing energy costs remains the biggest risk to
Competitors adapting more quickly to change and taking. manufacturers.
ing back-office systems and technologies o
Incrgir;% trade protect)i/onism in export margets _Th|5 is followed Clpsely by UDWaI’_d pressure from
' input costs, on-going supply chain disruption and
New market entrants political uncertainty.
Relocation of major customer(s) from the UK
Increased incidents of my company’s own debt This points to significant external challenges, out of
other [l the control of manufacturers.
No risks identified [l Domestic risks include, access to skills and labour.




RISKS AND CHALLENGES

COST OF DOING BIZ RISING IN 2023

Energy costs dominate as the main factor in rising costs expected next
year, followed by employment costs.

Training costs 8.5% 36.6% 51.9% 2.6%
Marketing costs 9.8% 34.0% 52.3% 3.8%
Business rates 10.6% 48.9% 38.7%

Cost of existing debt

Import / export costs

Logistics / transportation costs 34.9% 52.3% 7.7% 4.7%

Employment costs . . 6.4% 2.69

Energy costs 70.2% 20.0% 8.9%

H increase significantly ® increase moderately ®remain the same m decrease moderately u decrease significantly



RISKS AND CHALLENGES

FOCUS ON ENERGY EFFICIENCY

Manufacturers are calling for greater incentives to become energy
efficiency as the primary way to reduce costs.

| expect my company’s energy bills to be reduce to a
reasonable amount once the scheme is in place

The new energy support scheme will prevent previously
anticipated job cuts within my business

My business is increasingly concerned about blackouts in the
coming months

A scheme lasting for 6 months will not stop my business from
taking further action on energy costs such as reduced
production times/job cuts

The UK Government must incentivise businesses like mine to
be more energy efficient and less reliant on the Grid

2% 26.4%

8.1% 22.1%

23.8% 14.9%

42.1% 16.2% PEES%

20.4% 39.6% 26.0% 11.1%.09
25.1% 42.1% 23.0%  6.0%68Y
40.0% 38.7% 14.9% 4.3%

m strongly agree
m neither agree nor disagree

= somewhat agree
m somewhat disagree

Action taken by manufacturers to
mitigate rising energy costs:

* 54% of manufacturers are
adjusting business practices to
reduce consumption.

+ 53% are passing on the energy
costs via products.

* Almost 4 in 10 planning on-site
generation.




BEST PRACTICE EXAMPLES

Challenge:

The company:

Photocentric, the UK based inventor
of LCD-based 30 printing and
materials manufacturer is building on
its vision of enabling custom mass
manufacture with its innovative
additive manufacturing technologies.
Their client Phone Skope, a US-
based manufacturer that makes
precision engineered adaptors for
smartphones.

The company:

Agemaspark Ltd is a is a precision
engineering company that serves
industries including aerospace, Oil &
Gas, and the food sectors. It assists
many businesses to solve their
engineering problems to produce
many individual components for a
wide range of sectors.

Solution:

Solution:

—

—

Key outcomes:

v Product development time slashed
from two months to two weeks

v Business investment de-risked

v New markets

v Greater profitability

Key outcomes:

v Reduction in energy use
with increased impressions,
Environmental advantages
with this method by increasing
the impression on the same
envelope or reducing the size
of the tools and therefore
the size of the mould press,
reducing energy consumption
+ Huge reduction in cooling water
from tens of thousand liters
in 24hrs to only 10-20 litres
Environmental advantages
with this method by increasing
the impression on the same
envelope or reducing the size
of the tools and therefore
the size of the mould press,

ducing energy ption.
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BUSINESS STRATEGY IN PLACE

« 44% of manufacturers currently have a 138
short and long-term business strategy in
place to increase competitiveness. 26.8 25.1
» But our data shows that manufacturers
are more worried about the immediate 43
term, hence 27% only have a short-term
I 1 Both short and long- Only short-t C tly i f No strat
Strategy_ In place’ Wlth a fU rther quarter terom_ _s?ra?c;ga;?in glr;?:e stra?eé;s/ t(())rmizgte d(;]vr(rjgp%gl;noerggg;?ir?g oS
develop”‘]g a Strategy_ to mitigate rising costs costs, but no long-term a strategy
and expand the strategy to grow gnd
» This suggests that manufacturers are pusiness remeln competiive
maybe behind planning for what is
expected to be a challenging few yeah
ahead. Latest public data shows we are
I i i * Avery small proportion of manufacturers have actually
already In a recession, which expected executed their plans (7.8%), the vast majority (51.2%)
to be shallow but last much longer than have somewhat executed.

the Great Financial Crisis.



OPPORTUNITIES FOR UK MANUFACTURERS

AREAS OF GROWTH

Almost 6 in 10 manufacturers planning to increase investment in new
product development as a means to increase competitiveness.

... but also
investing in the
right people can
give you a
competitive
edge.

/NW product development
Upskilling or retraining existing staff
Green technologies/energy efficiency measures

Apprenticeships

Capital equipment

Digital technologies and data analytics

Training programmes for new recruits (excluding..

Expanding on exporting capabilities
Expanding service-based activities
Mergers and/or acquisitions
Reshoring/onshoring overseas activities

Offshoring/moving production overseas

mYes ® No but we plan to in the next 24 months

56.6%

51.9%

43.4%

40.9%
39.1%
37.9%
36.2%

28.1%

26.0%

16.2%
12.8%
10.2%

9.8%

8.1%

11.5%

9.8%
12.3%
15.7%
14.0%
11.5%

m No, but we are considering it

22.1%

14.5%
22.6%
19.6%
17.0%
17.0%
10.6%

14.9%

17.4%

14.0%

10.2%
15.3%

17.0%

16.6%

13.2%
15.7%

65.1%
66.8%

45.1%
51.1%

18.3%

15.3%

17.4%

30.6%

21.7%
29.4%
31.1%

m No and we have no firm plans to

N

Overall focus on products,
people and processes.

Onshoring is a no longer a
strategic priority.

-




TRANSITIONING TO NET
ZERO

In 2019, the UK became the first major economy to set a legally
binding target to achieve ‘net zero by 2050’, and manufacturers are
rising to the challenge

92% of firms see net zero as a priority for their business

Over two-thirds have already made investments to start their net
zero journey and 22% plan to make these investments in the next
12 months

Six in 10 firms see it as a commercial opportunity for their business

Almost a quarter (23%) of manufacturers have a invested in digital
technologies while 24% have a plan to do so in a bid to decarbonise
their business




OPPORTUNITIES FOR UK MANUFACTURERS

BEST PRACTICE EXAMPLES

® hymid

HYMID CASE STUDY - HOW A TYPICAL MANUFACTURING SME CAN
SUCCESSFULLY EMBARK ON AN ENERGY EFFICIENCY JOURNEY

the replacement of fluorescent tube lights with LED lighting
e replacement of industrial gas heaters with new ultra-efficient ones in t
3 on their runni
less energy efficient injection moulding machines are being prioritised for replacement

emperatu 3
tion patterns to operate.

The future
th udit, Hymid

= An automatic Monitoring & Targeting (aM&T) sub-metering system

g th p mz . the benefits of actively engaging
with subject matter experts, investing time and energy to understand where and why your business actually consumes
energy, are essential pre-requisites to becoming more energy efficient.

1an r




ACCELERATING
DIGITALISATION

« With generative Al firmly marking the advent of the fourth
industrial revolution, manufacturers are making the most of
opportunities to increase productivity through digitalisation

 67% of manufacturers have invested in automation, with
60% citing an increase in productivity as the main benefit of
investment

« Manufacturers are also investing in Industrial Digital
Technologies, such as Additive Manufacturing (3-D printing),
which is estimated to increase UK output by £3.5bn and
contribute to more than 60,000 jobs by 2025




OPPORTUNITIES FOR UK MANUFACTURERS

BEST PRACTICE EXAMPLES

CASE STUDY

senseye

Artificial Intelligence to aid predictive
maintenance. Senseye is a software provider for
Predictive Maintenance from Southampton.

Nissan, Senseye's client, manufactures vehicles in
20 countries and areas, around the world. Its global
vehicle production volume exceeded 5.6 million

in 2016, with products and services provided in
more than 160 countries. With an abundance of
data and insufficient skilled resources to perform
analysis, Nissan were keen to expand the benefits
of using data to influence maintenance. It decided
to embark on a condition-based maintenance
programme to reduce production downtime by

up to 50% across thousands of diverse assets. It
was attracted to Senseye by its strong prognostics
offering underpinned by machine learning.

Senseye is providing predictive maintenance
capability across multiple Nissan global production
sites where models such as the Qashgai, X-Trail,
Leaf and Infiniti are produced. Over 10,000
connected assets including robots, conveyors,
drop lifters, pumps, motors and press/stamping
machines are remotely monitored using Senseye’s
proprietary machine learning algorithms. More
than 450 maintenance users actively use Senseye
to optimize maintenance activities and make
repairs months before predicted machine failure.

MULTI-MILLION
DOLLARS OF
UNPLANNED
DOWNTIME SAVED
TO DATE

RAPID RETURN ON
INVESTMENT OF
LESS THAN 3 MONTHS

2 WEEKS TO 6 MONTHS
ADVANCE WARNING OF
ASSET FAILURE

YEAR-ON-YEAR OEE
IMPROVEMENTS
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