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UK businessesremain positive aboutinternational trade
despite supply chain concerns

More than two thirds of UK businesses have a positive outlook on international trade
for the next two years despite an exceptionally challenging year, according to new
research from HSBC UK.

The latest HSBC Navigator report, which surveyed more than 10,000 businessesin
39 markets with 1,000 of those in the UK, found that 68% of British businesses
remain positive about international trade compared to 63% in France and Germany.

However, trade optimism from UK firms is down 18 percentage points from last year,
representing the largestfall in Europe, alongside firms in France. Despite this, more
than three out of five (61%) UK businesses say they have no plans to stop or reduce
trading with existing trade partners in the next two years.

But, more than half (51%) of UK firms expect international trade to become more
difficult in the next year while only 16% feel it will become easier as businesses face
into economic headwinds presented by the pandemic and the end of the Brexit
transition period.

lan Tandy MBE, Head of Trade for HSBC UK, said: “It's encouraging to see that,
despite the extremely difficult external environment that we are living through, UK
companies have not lost faith in the power of international trade to growtheir
business.

“There is understandably concern for the months ahead as we continue to tackle the
pandemic and, with just one month to go until the end of the transition period, we’d
encourage businesses to take time to understand howtheir operations could be
impacted in January and put contingency plans in place.

“l am confident the innovation and entrepreneurial spirit of our businesses will carry
firms forward with momentum into the next year as they continue to search for
growth in markets around the world.”

The research also identified that a large majority (90%) of business leaders have
concerns about their supply chains as they deal with the impact of COVID-19 and
economic uncertainty. These are particularly focused on increasing costs, stability
and suppliers being far from either target customers or their own business.

To alleviate these concerns almost a third (31%) of UK businesses are selecting
suppliers based on how effectively the country in which they are based has managed
COVID-19. While more than a quarter (28%) have increased use of digital or
technology (28%) and the same number are selecting suppliers based on operational
resilience and their ability to deliver quickly.

lan Tandy, added: “Supply chains have been tested like never before and many
business leaders are now understanding the importance of having transparency
through each layer of their suppliers.
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“As firms look to 2021, increased resilience and increased usage of technology
within supply chains will be of the utmost importance.

“We've seen businesses keen to diversify their suppliers to provide greater
geographical contingencies and also incorporate innovative technology into their
day-to-day business to streamline operations and help protect them from
unpredictable economic uncertainty.

“These changes will be essential for businesses to thrive and growin the months and
years ahead.”

Case study

HSBC UK customer Framptons is an award winning family owned manufacturing
business based in Shepton Mallet in Somerset which specialises in contract packing
and egg products.

Founded in 1898 the business has more than a century in the food industry and
decades of experience manufacturing egg products and beverages including plant
based milks, flavoured milks, juices and water.

The business knows how beneficial international trade can be and exports products
around the world, from the USA and Canada to Asia.

Jon Edwards, Finance Director of Framptons, said: “International trade is key for us
to ensure we have a wide choice of raw materials to develop the best products we
can for our customers.

“l agree that, despite the challenges, there is positive sentiment around global trade
and we’ve certainly been experiencing growth in our export business.

“There is a huge opportunity for our industry to take our goods to the world under the
‘Made in Britain’ stamp which is recognized globally as a mark of quality and
heritage.”

In order to build resilience in their supply chain through 2020, Framptons has built up
stock to keep the business operating.

Jon Edwards continues: “We’ve managed our stock levels based on the perceived
reliability of supply chains while carefully managing our working capital.

“The pandemic has introduced a large amount of uncertainty into the reliability of
suppliers so to combat that we’ve been increasing stock levels to ensure our own
internal supply chain can cope with extended lead times.”
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HSBC UK

HSBC UK serves around 14.5 million customers across the UK, supported by 32,000
colleagues. HSBC UK offers a complete range of retail banking and wealth management to
personal and private banking customers, as well as commercial banking for small to medium
businesses and large corporates.

HSBC Holdingsplc

HSBC Holdings plc, the parent company of the HSBC Group, is headquartered in London.
HSBC serves customers worldwide from offices in 64 countries and territories in our
geographical regions: Europe, Asia, North America, Latin America, and Middle East and
North Africa. With assets of US$2,923bn at 30 June 2020, HSBC is one of the world’s largest
banking and financial senices organisations.
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