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NEWS 
RECESSION ‘BOTTOMING OUT’ BUT ECONOMY SHOWING FEW SIGNS OF RECOVERY 
Liverpool Chamber of Commerce released the results of its Quarterly Economic Survey, today. The figures show that the rate of economic decline is slowing but also that there are still significant pressures on businesses.
Brian McCann, MD of Vanguard Corporate Finance and Board Member of Liverpool Chamber commented: “The survey suggests that we are “bouncing along the bottom” of the economic cycle. The good news is that business conditions and business confidence are not getting any worse. However, there is no clear evidence that the economy has yet begun to recover.”
The latest survey shows that sales and orders are picking up for a growing number of service businesses. There are also signs of improvement in sales and profit expectations. However, overall the companies who continue to see a reduction in sales and orders outnumber those who are seeing growth. In addition, manufacturing export orders have fallen away disappointingly after encouraging signs in the previous quarter.

Brian continued: “There can be hope that the rate of job losses may be about to slow as the proportion of businesses expecting to lose staff in the next quarter has fallen to 17% in the service sector and 24% in manufacturing. For the first time since Quarter 2 2008, the service sector now has almost as many companies expecting to increase employment as are expecting to reduce headcount. Investment patterns also appear to have stabilised.” 
The greatest concern for business is cashflow. 44% of all businesses experienced worsening cashflow in the last quarter and for many of these companies cashflow has been an issue for the last six consecutive quarters. 
Many businesses must now be in need of additional cash injections if they are to survive to see the benefits of the upturn when it comes. Despite this, only 25% of businesses have recently applied for new bank facilities with just over half of these companies getting a positive response. 
Jack Stopforth, Chief Executive of Liverpool Chamber of Commerce stated: “Clearly the contraction in the UK’s economy over the past three quarters has been steep and without precedent in recent decades. Merseyside has weathered this downturn far better than predicted. It’s now a question of how long the recovery will take. Even the most optimistic predictions suggest that it will be 2012 before output will match pre-recession levels. In the meantime, for many businesses, cash flow is the key issue. 

“At a time when cash flow is a key concern for business, issues such as resource efficiency becoming ever more pressing.  During Liverpool’s Year of the Environment, we suggest that businesses pay particular attention to resources and energy usage as significant cost savings can be made through greening measures.  Research within the city region also suggests that there will be a growing number of green business opportunities as the low carbon agenda unfolds. Liverpool Chamber of Commerce can offer advice and support in this area to interested businesses”. 

These statistics add fuel to concerns that many companies do not believe that the banks will be willing to help with their cash flow problems. To some extent this may be due to adverse media reports, however with only 14% of businesses having been made aware of the Governments Enterprise Finance Guarantee Scheme there is clearly room for at least some banks to do more.
Stopforth said “Given the state of the wider economy, we can take some comfort from the performance of many of our local companies. However, as government, businesses and consumers all look to reduce debt, there are bound to be issues around future demand. Looking ahead, we have to assume major reductions in public spending and increased taxation, whoever wins the General Election and so businesses will need to manage inventories and cash flow with particular care. Good businesses, with proven track records and sound future plans should be able to look to their banks to support them in respect of cashflow and credit facilities. This appears to happening more but I have continuing concerns that it is not happening quickly enough.”
