Autumn 2021

Trade Barometer

Executive summary

Confidence is surging among UK businesses as they recover from the worst
impacts of the COVID-19 crisis and look to new growth opportunities – in
international markets as well as in the UK. The reopening of the economy
since lockdown earlier this year has driven optimism to unprecedented
levels and British businesses, despite some ongoing anxieties, are primed
to invest and expand as the global recovery gathers pace.

Against this backdrop, Santander’s Autumn
2021 Trade Barometer, the 12th time we
have undertaken this research, identifies
the opportunities – and the challenges –
that businesses are currently presented
with. Many are still feeling the impacts of
the pandemic, with staff shortages and
supply chain issues in particular causing
ongoing problems. But businesses are
determined to plot a path to growth.
International trade will be a crucial part
of this recovery. In the wake of COVID-19,
many businesses are more convinced than
ever that international expansion must be
at the centre of their growth plans. Indeed,
the Autumn 2021 Trade Barometer reveals
that businesses are increasingly global in
their ambitions. Despite frustrations with
some of the challenges posed by the postBrexit trade agreement, they continue to
see exciting opportunities in the European
Union, but they are also looking to new
markets further afield.

This report consists of three sections.
In part one, we discuss the impact of
COVID-19 on business confidence, and
examine the challenges that lie ahead.
Part two sees us consider how businesses
are adjusting to the post-Brexit trading
agreement, and what this might mean
for their export strategies in the years to
come. Finally, in part three, we focus on
businesses’ global trade ambitions, and
how to overcome the obstacles standing in
their way.
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Key findings










Anticipation of a strong economic recovery
from the COVID-19 crisis is fuelling buoyant
levels of business confidence. Record numbers
of respondents are optimistic about their
growth prospects: 73% are confident they will
grow over the next three years, up from 65%
in the spring 2021 Trade Barometer.
Business performance has turned the corner,
following the collapse at the height of the
pandemic: 43% of businesses say performance
has improved over the past 12 months, up
from just 30% in the spring. Among businesses
with international activities, 47% have seen an
improvement.
Business confidence is tempered by worries
such as difficulties with recruitment and
supply chain challenges: 67% worry their
ability to attract skilled staff could limit their
ability to grow, while 51% are concerned about
transport costs.
More than a fifth of businesses (21%) believe
international markets have become more
important as a result of COVID-19. North
America has extended its lead as the region
regarded as offering the most attractive
growth prospects – but optimism has
increased about the growth potential offered
by a majority of overseas markets.
Businesses face significant challenges as they
pursue exports: bureaucracy (cited by 45%),
post-Brexit regulation (37%), the difficulty
of finding trustworthy partners in overseas
markets (35%), logistics (34%) and skills (26%),
are all key obstacles.
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Anxiety about a resurgence of COVID-19
remains: 52% see the crisis as a source of
negative impact over the next 12 months. And
while demand pressures are easing, many
businesses report ongoing challenges, with
staff recruitment/retention and business
expansion suffering particularly badly.
Frustrations with the post-Brexit trade deal
have risen sharply since the spring, with
growing numbers of businesses questioning
their ambitions for EU trade. 38% describe the
UK-EU trade agreement as ‘not sufficient’ for
them to continue selling in the EU.
The proportion of domestic-only businesses
considering international expansion has fallen
back compared to the spring, but 15% say they
will consider overseas growth in the next three
years, in line with the long-term trend seen in
the Trade Barometer.

Growth in global markets
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The impact of COVID-19

COVID-19 related challenges
Businesses are counting the cost of COVID-19 – and not only in those
sectors that were forced to shut up shop during the lockdowns, or
suffered from reduced demand. A broad range of pandemic-related
impacts continue to cause significant disruption.

over the next 12 months

Supply chain disruption 35%
Staffing issues 32%

Labour market problems are one
particular concern: 35% of businesses
say they have seen their ability to
hire staff negatively impacted by the
pandemic, with 29% saying the same
of staff retention. It is also clear that
pre-pandemic growth plans have been
delayed or even cancelled. For example,
21% of businesses say international
expansion plans were hit by the
pandemic; 18% have seen product
development suffer.
The good news is that these impacts
are beginning to ease. In most areas
of difficulty, fewer businesses report
negative COVID-19 impacts in this
edition of Trade Barometer than in
the spring. There are reasons to be
optimistic that many businesses are
getting their plans back on track. In the
spring, 37% of businesses said they had
delayed or cancelled new hiring plans
due to the pandemic; six months on,
this figure has fallen to 26%.

Moreover, with pandemic restrictions
eased in both the UK and key
international markets, fewer businesses
are worried about demand-side
pressures. Only 24% anticipate a lack
of domestic demand over the next
12 months, down from 35% in the
spring; 21% worry about diminished
international demand, compared to
27% six months ago.

Inability to attend trade events 26%

Nevertheless, significant COVID-19
headwinds remain. The impact of the
UK’s ‘pingdemic’ and issues around
logistics continue to loom large. More
than a third of businesses (35%) fear
further supply chain disruption over
the next 12 months; 32% point to likely
issues with staffing. And there is always
the fear that the pandemic could surge
out of control once again. COVID-19 is
regarded as the most likely source of
negative impact on businesses over the
next 12 months, though the number of
companies citing this fear has fallen to
52% from 68% in the spring.

Finding reliable suppliers 19%

Lack of domestic demand 24%
Lack of international demand 21%
Building trust in supply chains 20%

Finding logistics partners 18%
Digital transformation 16%
Rethinking supply chain 15%
Other travel issues 15%
Rethinking your business model 13%
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The impact of COVID-19

Global opportunity knocks
Despite the challenges and anxieties remaining,
many businesses are now determined to focus
on recovery from COVID-19. International
opportunities will play a key role in this recovery,
with 21% of businesses believing that export
markets have become more important as a result
of the pandemic.
Indeed, 26% of businesses see growth in their
existing international markets as likely to be one
of the main drivers of their recovery from the
pandemic – and 18% point to growth in new
markets. Hopes are high for domestic growth too
(35%), but the impact of international expansion is
set to be especially powerful.
The pandemic has underlined the importance of
international trade, offering valuable diversification
benefits during the crisis. Businesses with
international activities are already more likely to
have seen improved performance over the past 12
months, with 47% reporting a pick-up compared to
only 38% of domestically-focused companies. And
international businesses are far more confident:
79% expect to grow over the next three years,
against 62% of domestic firms.

Strength from adversity
Many businesses have begun to think about
how they can now turn some of the defensive
measures introduced during the pandemic into a
source of competitive advantage.
One obvious example is digital transformation.
The COVID-19 crisis saw many businesses
introduce practices such as remote working as
well as rethinking their routes to market, with a
particular emphasis on e-commerce. For some,
there will be no return to the pre-pandemic
norms, and 30% of businesses now see the
opportunity to further leverage digital technology
over the next 12 months.
New product development provides another
opportunity, with many businesses targeting both
existing and new customers as they consider how
to expand their range. The pandemic saw many
businesses rethink their value proposition as
traditional markets were disrupted; those product
lines may now be viable once again, but new
launches offer the prospect of diversification and
revenue growth.

Equally, as businesses seek to serve customers
in new ways and with new products, they must
be confident in their supply chains – and learn
the lessons of the pandemic, when supply chain
complexity and logistics caused serious disruption.
Almost a quarter of businesses (24%) now
anticipate rethinking their supply chains as an
opportunity for the next 12 months.
Sustainability is another area attracting growing
interest. COVID-19 was a powerful reminder
of the fragility and inter-connectedness of the
world in which we live, prompting many people
to ask challenging questions about issues such
as climate change and income inequality. In the
Autumn 2021 Trade Barometer, 15% of businesses
saw a focus on sustainability as a likely driver of
recovery from the pandemic.
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The impact of COVID-19

COVID-19 related opportunities

The determination of so many businesses to exploit
such a wide range of opportunities, reflects the
growing confidence that the UK is now in a strong
position to bounce back from the crisis. With
performance now heading in the right direction,
businesses are thinking hard about where to press
down on the accelerator.

in the next 12 months
Digital transformation 30%
Rethinking supply chains 24%

Inevitably, this will require investment, but many
businesses now feel confident enough to think once
again about how and where to deploy capital for
growth. Just 14% of businesses now say they plan
no investment at all over the next 12 months, down
from 17% in the Spring 2021 Trade Barometer.

New products for existing customers 24%
New products for new customers 21%
Expanding through diversification 15%
Reaching new markets 15%
Offering flexible payments 11%
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Priorities for investment include recruitment, with
48% of businesses having plans to hire new staff,
and product development, a focus for 34%. The
number of businesses planning investment in
digital transformation has risen to 26% from 24%
in the spring. And 21% are planning to invest in
sustainability, up from 17% six months ago.
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Life after
Brexit
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Life after Brexit

More than six months into a new trading relationship between the UK and the
European Union, Brexit uncertainties remain – indeed, for many businesses,
key concerns have intensified. In this edition of the Trade Barometer, 33% of
businesses say reduced trade with the EU because of Brexit is worrying them,
up slightly from 32% in the spring; 38% are anxious about tariffs on imported
goods, compared to 35% six months ago.

It was not meant to be like this. The
trade agreement between the UK
and the EU, sealed at the eleventh
hour last December, should have
provided businesses with clarity about
a framework for trade. In practice,
however, many businesses see serious
downsides to the agreement; and in
many areas, frustration and disquiet
are increasing – these are not mere
teething problems.

Two issues dominate. More than a
third of businesses (37%) complain
that trading in the EU has become
more time-consuming, reflecting the
more onerous administrative and
regulatory requirements on sales
from the UK into the EU. And the same
proportion (37%) point to higher tariffs
and charges, with the UK no longer
benefitting from tariff-free trade with
the EU.

Brexit

Spring 2021
Autumn 2021

Downsides of the UK-EU trade agreement
Trading more time consuming

38%
37%

Higher tariffs/charges

35%
37%

Access to EU workers

16%
25%

Costs and bureaucracy limit trade
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NI protocol creates barriers 17%
Worse terms now
Supply chain no longer profitable
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15%
16%
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Life after Brexit

Inevitably, these difficulties are forcing many
businesses to question their activities in the
EU. Some 38% of businesses warn they are not
confident that the trade agreement is sufficient
for them to continue trading with the EU,
outnumbering those who do have confidence in
the deal. And 33% say that the amount of time
it took to reach a deal has significantly reduced
their appetite to trade in the bloc.
Such disillusionment is understandable,
but the fact remains that the EU is the UK’s
largest international trade partner by some
considerable distance. In this context, it is
worrying that just 18% of businesses agree that

the trade deal has left them prioritising trading
relationships with EU countries – against 37%
who take the opposite view.
Moreover, while markets beyond the EU
offer new opportunities for those businesses
considering a retreat closer to home, many
remain unconvinced by the Government’s
efforts to support such trade. Some 30% of
businesses say they feel negatively about the
trade agreements that the Government is
currently pursuing; only 28% are positive.

Brexit
Business sentiment on the new UK-EU trade agreement

Net agree
Net disagree

The Brexit trade deal means that my 18%
business will prioritise trading
relationships with countries inside the EU 37%
The length of time it took to reach a Brexit 33%
deal has significantly reduced my appetite
to build or strengthen trade ties with the EU 27%
The Brexit trade deal means that my
business will prioritise trading relationships 25%
with countries outside the EU 29%
I am confident that the Brexit 34%
deal is sufficient for my
business to trade with the EU 35%
The EU’s stance on Brexit negotiations 33%
has reduced my business’s appetite to
trade with the EU 33%
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The impacts of Brexit are, for now at least,
having a clear impact on overall export
levels. More than a quarter (26%) of
international businesses say their exports
have fallen since the trade agreement
came into effect on 1 January, against just
17% that have registered an increase.
This deterioration is not simply an effect of
the COVID-19 impact. Among international
businesses that are now selling less
overseas, 60% blame increased costs,
while 42% point to the additional

regulation they now face in EU markets.
Only 36% say their exports are down due
to weaker international demand caused by
the pandemic.
The counter argument is that some
businesses at least are seeing positive
impacts. Of those businesses now
exporting more, 42% cite the opening up
of new non-EU markets as a key driver –
though a higher number (45%) put their
success down to increased demand.

How exports have changed since
the trade deal
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Embracing global trade

The Autumn 2021 Trade Barometer reaffirms British businesses’
commitment to global trade. More businesses are putting exports at the
heart of their growth strategy in the wake of the COVID-19 pandemic.
And the complexities of Brexit have prompted more businesses to look
further afield for new opportunities.

Trade knows no boundaries. Our
Spring 2021 Trade Barometer saw,
for the first time, more businesses
pick out North America as likely to
generate more growth for their firms
than the EU. Six months on, North
America has extended its lead: 39% of
businesses see it as their chief growth
engine, against 35% that cite the
European Union.
Other regions are gaining ground too.
Oceania (25%), Greater China (24%)
and the Indian sub-continent (21%)
all offer exciting opportunities. On
a country-by-country basis, the US
(32%) leads Germany (20%), China
(18%), France (17%), Australia and
Canada (both 16%), and India (15%)
as offering the most attractive growth
prospects.
The good news is that many of the
most serious risks perceived as
constraining international growth
are beginning to ease. The impact of
COVID-19 is still seen as the biggest

of these risks, with 41% regarding it
as a potential threat, but this figure
has dropped from 49% in the spring.
The number of businesses citing the
likelihood of sluggish global growth
has fallen from 34% to 25%.
However, other issues are rising up the
agenda. Concern about regulation is
mounting. So too is anxiety about the
cost of trading internationally, now
seen as a risk for 24% of businesses,
compared to 22% in the spring.
These issues – often, more practical
than macro in nature – are mirrored in
the operational challenges that many
businesses regard as standing in their
way as they seek to grow overseas.

of businesses trading internationally.
And the need to identify trustworthy
partners, connections and customers
worries 35%.
These are long-standing concerns, but
new challenges are also threatening
operations. More than a third of
businesses (34%) point to transport
costs, reflecting both the UK’s
own difficulties with logistics and
international supply chain disruption
connected to COVID-19. And while
only 17% of businesses raised access
to skills as a problem in the spring, this
figure has now increased to 26%.

The biggest concern of all for
businesses is the bureaucracy involved
as they pursue overseas trade,
picked out as an issue by 45% of
businesses. The post-Brexit regulatory
environment – effectively a further set
of bureaucracies – is an issue for 37%
14
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In practice, these headline issues mask a myriad of more granular concerns
with the potential to hold businesses back as they pursue new international
opportunities. Concern about bureaucracy, for example, is led by issues around
the documentation needed for exporting – but significant numbers also highlight
product regulations and tax and labour market rules on overseas territories.

International businesses –
operational challenges

Indeed, many of these challenges are multi-faceted and will require a range
of different solutions. For example, the growing concern about access to skills
reflects two different problems. Certainly, many businesses are concerned about
both talent shortages in their industries. But also, many are concerned that they
lack the skills with which to navigate the bureaucracies and other operational
challenges of international trade.

Bureaucracy 45%
Regulations post-Brexit 37%
Finding partners 35%
Transport costs 34%
COVID-19 issues 32%
Access to skills 26%
Accessing markets 24%
Attitude towards 23%
UK businesses
Identifying markets 23%
Language/culture 21%
0%

10%

20%

30%

40%

50%

15

International businesses –
operational challenges in detail

For those who said issues in finding partners are an operational challenge

For those who said bureaucracy is an operational challenge
Export documentation

60%

Problems finding suppliers and business partners

50%

Product regulations

42%

Need partners to simplify trade

44%

Difficulty in tax or hiring laws

40%

Inability to contact potential partners due to COVID-19

35%

Difficulty in setting up an entity

30%

Need help with logistics/regs
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For those who said post-Brexit regulatory issues are an operational challenge
Cost or delays from new red tape

78%

Logistics

67%

Regulatory approvals

53%

Tariffs

52%

Rules of origin

42%

In addition, businesses’ concerns will naturally vary according to the markets they
are targeting. Bureaucracy of one type or another is a near-universal concern, but
other challenges are more market-specific. In France, it is Brexit-specific issues
that most worry UK exporters, but in China, businesses are more likely to point to
their nervousness about finding new partners. In the US, it is protectionism that
tops the list of challenges, but businesses targeting Japan point to language and
cultural barriers.
Equally, some markets are clearly much less problematic. In Canada, 70% of
businesses said there were no major operational challenges standing in the way
of trade; 52% and 42% of businesses said the same of Poland and Germany
respectively. At the other end of the spectrum, only 19% of businesses see no
challenges when selling to China.

For those who said skills issues are an operational challenge
Expertise in dealing with red tape

53%

Sales and marketing

47%

Expertise in cross-border trade

27%

Expertise in financing export activity

16%

16

International businesses –
operational challenges by country
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%
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29%
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Shipping costs
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Germany

%

UAE

%

Bureaucracy

27%

Bureaucracy

25%

Shipping costs

23%

Language and culture

23%

Competition

16%

COVID-19 issues

22%

Logistics

12%

Business culture

21%

Japan

%

Language and culture

31%

Bureaucracy

16%

Shipping costs

16%

Adapting products to market

14%
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Encouraging domestic businesses to trade overseas
In this latest edition of our Trade Barometer,
15% of businesses that currently only
trade domestically say they are considering
expanding abroad over the next three years.
While that figure is down from the spring, when
20% of domestic businesses had international
ambitions, it is broadly in line with previous
editions of this research.
Why are so many domestic businesses nervous
about pursuing international sales? The answer
lies in the breadth and depth of the challenges
they regard as standing in their way.
These include obstacles also picked out by
companies operating internationally. For
example, more than a third of domestic-only

businesses (36%) worry that they do not have
the skills in their workforce required for a move
into international markets; 35% are put off by
transport costs.
In addition, broader issues include a lack of
government assistance with exporting, a lack
of information about target markets, and
anxiety about potential entry routes (all cited
by 31% of domestic businesses). And 35%
simply point to a lack of managerial time;
that is understandable in the current market
environment and may be one reason why
the number of domestic businesses with
international aspirations has declined since
the spring.

Domestic businesses – barriers to trade
Shortage of skilled labour

36%

Transport costs

35%

Lack of managerial time

35%

Lack of government assistance

31%

Limited market information

31%

Finding an entry route

31%

Lack of reliable representation

27%

Identifying foreign opportunities

27%

Inability to contact customers

27%
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19

Supporting the
growth agenda
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Supporting the growth agenda

The Autumn 2021 Trade Barometer makes encouraging reading. Performance has improved since the depths of
the COVID-19 crisis and confidence stands at record levels. Moreover, UK businesses are open for business with
the rest of the world, eyeing opportunities for expansion in both their existing international markets and new
ones. Risks remain, but businesses are determined to focus on recovery.
Nevertheless, significant challenges lie ahead. Businesses
will need help to turn ambition into reality – and this help
must be wide ranging. The Trade Barometer suggests the
priorities must be:






Advice and support with digital transformation
(including new technologies, products and solutions),
such as how to make use of online marketplaces, sales
channels and supply chain solutions.

Across each of these priority areas, many businesses say
they are now looking for support, advice, and other practical
assistance in order to resolve their challenges. In practice,
this help will come from a variety of sources, including
government agencies, but Santander is in a strong position
to help businesses fulfil their potential. We are:


Support with market access. As more businesses focus
on the UK’s new relationship with the EU and look to
opportunities further afield, they will need partners
able to help them move past the operational obstacles
they have already identified.
Support with cost reduction, particularly in the area of
transport and logistics, as businesses work out how to
close the gaps they have identified.





Expert facilitators of trade – our in-house team of
sector and country specialists, working with our global
ecosystem of in-market providers, have a variety of
solutions to help you find new ways to identify and
connect with trading partners around the world. We
can help you identify markets and regions with the best
opportunities for your business to focus on, as well as the
best routes to market to access them.
Responsive to the regulatory landscape – through
our industry experts we can offer practical support
and training on how to navigate bureaucracy and the
regulatory and cultural landscape, upskilling your
employees and easing the burden as you increase sales in
both existing and new markets.
Sensitive to trade policy changes – we can help you
understand the implications of changing trade policy on
your business, from your bottom line to your operations.
We can offer practical assistance as you adapt or rethink
your business models.

Santander stands ready to support you
on your international journey.
Cracking new markets. It Starts Here.
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