Manufacturing
Sector Review

Industry issues affecting SMEs

Case Study

Tailor-made finance
for a furniture and
cabinet making business

Case study

Joint approach supports
management buy-in

Welcome to
Inside Manufacturing
I’m delighted to bring to you the latest business news
from the manufacturing division.
I’ve been working in asset finance for so long now that I take it for
granted that everyone knows what it is; yet, in our quarterly survey
of 1,000 UK SMEs – which we call our ‘business barometer’ – the
percentage of ‘yes’ responses to the question ‘have you heard of
asset finance’, has remained stubbornly at around 40% - since 2013!
What is Asset Finance?
Asset Finance is an alternative form of funding used by businesses to
obtain the equipment they need to grow.
Common examples of asset finance products are:
n Hire Purchase (HP): allows the customer to buy the equipment on
credit. The finance company purchases the asset on behalf of
the customer and owns the asset until the final instalment is paid,
at which point the customer is given the option to buy it
n

Refinancing (Capital Release): The finance company purchases
the asset and finances it back to you. Repayments are calculated
in line with the income stream that will be generated by the asset;
at the end of the refinance term, you own the asset

n

Finance Lease: The full value of the equipment is repaid to the
finance company, plus interest, over the lease period. At the end of
the term, the company can choose to:
- Continue to use the asset by entering a secondary rental period
- Sell the asset and keep a portion of the income from the sale
- Return it

n

Operating Lease: Similar to a Finance Lease, an Operating Lease
allows you to rent the asset from us while you need it. The key
difference between the two is that an Operating Lease is only for
part of the asset’s useful life. This means you pay a reduced
rental because the cost is based on the difference between the

asset’s original purchase price and its residual value at the end of the
agreement.
Types of assets financed:
The beauty of asset finance is its flexibility – it can be used to fund
any asset, including all types of CNC machines from borers to lathes,
milling machines, press brakes, lasers and so on. There is very little
that we won’t consider financing.
We can even help with the refurbishment of assets, for example,
where we pay the refit costs by taking security of an asset to aid cash
flow, via Sale & HP Back.
It makes the otherwise unaffordable affordable because it gives
businesses access to the equipment they need without incurring the
cash flow disadvantage of an outright purchase.
Agreements can also be customised to the business’ needs, with
flexibility on both the term and repayment schedule.
Here to help
Our team of manufacturing specialists work with businesses across
the UK to provide funding for both new and used equipment. As
industry experts, they understand how vital it is that you have the
right machinery, so whether you are looking to expand your range of
equipment or replace it, we can help.

Ian Barker
Managing Director, Manufacturing division

Upcoming events
Southern Manufacturing
& Electronics 2019
5th – 7th February 2019

IMHX
24th – 27th September 2019
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Flexible finance options
enhances online service
Find out how Close Brothers Asset Finance
supported an established joinery business
to upgrade its CNC capacity and grow its
online offering.
The customer
From its factory in Northamptonshire,
Boardland.co.uk is a family run joinery
business that manufactures a variety
of products.
It produces cut panels, skirting
boards, architraves, door frames,
cupboard doors plus many other
products from MR MDF (HDF),
softwood and hardwoods. This
online service was developed to offer
customers a fast track service at
competitive prices. Providing delivery
throughout the UK, Boardland.co.uk
has a wide range of designs whilst
also offering a bespoke service to
meet any requirements.
The challenge
In order to enhance its services,
Boardland.co.uk needed to upgrade
its CNC capacity by acquiring an
SCM Sigma Prima 67 Beamsaw. A
quick finance solution was required
but with a flexible deposit since the
business was investing heavily in a
new website.

Derek Rance, Managing Director,
Boardland.co.uk met with Richard
Randall, Area Sales Manager, Close
Brothers Asset Finance to discuss
requirements. Boardland.co.uk is a
long term customer of Close Brothers
and therefore Richard was already
aware of the business background.
The solution
Within 24 hours, Richard was able to
assist in the approval of a £0 deposit
deal by taking security over other
existing machinery and releasing
some of the equity in the assets to

Name: Boardland.co.uk
Business requirement: SCM
Sigma Prima 67 Beamsaw
Product solution: Hire Purchase
and Sale and HP Back

the customer for the VAT, leaving the
customer’s cash flow untouched.
A structured Hire Purchase and Sale
and HP Back agreement was put in
place over a 60 month term.
The solution
CNC services are now being
advertised on the new website which
will help to increase production
capacity and profit margins.

“We already had a long term relationship with Close Brothers
Asset Finance and know that they work closely with key suppliers
enabling them to make quick decisions and turnaround, so they
were naturally our first port of call. The finance product offered
enabled us to invest elsewhere including the website and delivery
of the machinery was made within the same week of the order.”
Derek Rance, Boardland.co.uk

closeasset.co.uk/manufacturing
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Manufacturing:
Sector Update
Welcome to the Close Brothers Asset Finance
update of the Manufacturing sector. In this
document we highlight a wide range of issues
relevant to SMEs in this industry. The results
are based on the Close Brothers Business
Barometer, a quarterly survey of close to 1,000
SMEs across the UK conducted by specialist
independent researcher, GMI on Close
Brothers’ behalf. Where relevant, comparisons
are made with national sentiment.
The commentary in this review focuses on:
n

Economic outlook

n

Gender pay gap

n

Concerns and priorities

n

Minimum pay rise

n

Funding requirements

n

Business rates

Economic outlook
Manufacturing SME business owners are becoming more
optimistic about the current economic outlook, with 31%
expecting the economy to continue to grow, with a further
40% of the opinion that the worst is behind us. Only 15%
(previous 25%) are worried that the UK could slip into decline
again, which is less than the UK national average of 19%,
while 12% feel that a true recovery is yet to happen and 3%
feeling the economy is worsening.
Looking ahead, 39% of manufacturing firms have expansion
plans for the coming 12 months, ahead of the UK average of
35%. Over half (55%) expect performance to remain static,
while only 7% envisage contraction and none will be putting
up the ‘closed down’ signs.

31% of SMEs expect
the economy to continue to grow

Concerns and priorities
The biggest concern for business across the UK, including Manufacturing, is maintaining their cash flow, with late
payments some way back and lack of skilled staff in third place.
Achieving growth is the Manufacturing sector’s main priority, well ahead of all other options, including business
consolidation, development of products and services, and paying down debts.
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Funding requirements
Despite being optimistic about the future, 71% of Manufacturing
SMEs are finding that accessing the funding they need is either
a ‘major’ or ‘moderate’ challenge. Just 14% felt it’s becoming
easier with only 15% saying they’ve ‘never had a problem
accessing finance’.
Even with the challenging funding environment, three in every five
firms will be looking to invest in their over the coming 12 months,
with most of them looking at conventional bank loans to meet
their requirements, followed by invoice finance and overdrafts.

Minimum pay rise
At 88%, manufacturing businesses felt well prepared for the minimum
pay rise that came into force in April 2018. The remaining 12% either felt
unprepared or weren’t sure either way.
While support for the minimum pay rise is strong, at 84%, over half of
business owners feel let down by the government, saying they have not
received enough support for this latest rise.
A significant minority (17%) are simply unable to afford the increased rate
while a further 5% were still unsure of its impact. Unsurprisingly, even many
of those who can afford the increase said it would impact their profitability.

Gender pay gap
More than a quarter (28%) of businesses admit to there being
a gender pay gap at their place of work with a further 9% being
‘unsure’; the remaining 63% were confident that there was not.

28% of businesses admit
to there being a gender pay
gap at their place of work

When asked about having a policy of equal pay for the same job,
regardless of gender, 77% confirmed that they did have one in
place with 19% saying ‘no’; the rest were unsure.
The reasons provided for why the gender pay gap exists at their
organisation centred on ‘culture’ and ‘proportionality’.

Business rates
Three in every five Manufacturing SMEs are happy with the business rates
they pay; however, a large number - 35% - feel they pay too much, which is
marginally ahead of the national figure of 32%.
Over the past two years, over two thirds (68%) have seen their business rates
rise, either sharply or steadily; for 27% of respondents they’ve remained static.

35% of SMEs feel
they pay too much in
business rates

Views on the value for money SMEs get from their rates is quite split, with 50%
saying ‘yes’ and 45% having the opposite view; the remainder don’t
pay business rates.
Where they do agree is on the subject of the need to make business
rates simpler and more flexible (78%). Half of firms surveyed also feel the
government needs to do more to assist firms with business rate relief.

78% of SMEs feel
business rates should be
simpler and more flexible

closeasset.co.uk/manufacturing
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Name: Newfield Fabrications
Company Limited

Joint approach enables
smooth handover

Business requirement:
Management buy-in
Product solution: Sale and HP
Back & Invoice Discounting

Find out how Close Brothers Asset Finance & Invoice Finance helped
facilitate a management buy-in.
The customer
Newfield Fabrications Company
Limited (“Newfield”) was a family
run business based in Sandbach,
Cheshire that had been trading since
1965. The business worked across
a number of engineering industries
specialising in producing high quality
mild steel fabrications with a range of
finishes to suit customer requirements.
The challenge
The owner was looking to retire and
sell the business to a management
buy-in team.
The solution
For Close Brothers Asset Finance,
this was an opportunity to help an
experienced group of professionals
looking to acquire a well-regarded
business with a strong track record of
profitability.

As part of the deal, it was agreed that
the existing Managing Director would
remain in situ, to ensure the smooth
running of operations.
The finance solution required a joint
approach from both Close Brothers
Asset Finance and Close Brothers
Invoice Finance to facilitate the
acquisition.
Close Brothers Asset Finance
provided a Sale and HP Back product
against the company’s machinery
over five years, while Close Brothers
Invoice Finance provided a new
Invoice Discounting facility with a Cash
Flow Loan to be amortised over a
three year period.
The outcome
The agreed finance package facilitated
a smooth handover to the new owners
with the added benefit of knowledge

retention and succession planning
to ensure the continued long-term
success of the business.

“This was a great joint effort
by Richard Kirk, Andrew
Metcalf and the teams of Close
Brothers Asset Finance and
Close Brothers Invoice Finance,
in providing the funding we
required. The money released
from the existing assets
enabled the acquisition. In
addition, by refinancing the
acquired business, we have
consolidated debts and further
aided cash flow.”
John Fowler Newfield,
Fabrications Company Ltd

Finance products explained
Sale and HP Back is a form of refinance that can be used against most types of equipment, making it suitable for
companies of all sizes, including sole traders. It works by the funder purchasing the asset and financing it back to
you. Repayments are calculated in line with the income stream that will be generated by the asset and at the end
of the refinance term, you own the asset
Invoice Discounting is an alternative solution to traditional types of business finance, which provides instant access
to cash tied up in outstanding invoices. The facility adapts with a business as it changes and grows, making it
much more flexible than an overdraft or loan.
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Meet Rob Austin &
Darren Turner
Close Brothers Asset Finance is delighted to be sponsoring Rob Austin; British Touring Car Championship
(BTCC) driver and Darren Turner, who races for the Aston Martin Racing team.

Rob Austin: British Touring
Car Championship Driver
This season Rob Austin and his team brought
back the legendary Italian Alfa Romeo Giulietta
to the motorsport world. The exquisite white
and green Alfa Romeo most certainly turned
heads, particularly in action at the pre-season
BTCC ‘media day’ test at Donington Park,
Leicestershire.
Speaking at the unveiling of his stunning new
Alfa Romeo, Evesham racer Austin said:

“We have entered an exciting new
multi-season partnership with Close Brothers
who will be featuring much more prominently
on the new Alfa Romeo BTCC car through
to 2020. To see the Alfa here today is the
result of the hard work and passion of so

many people, including the support of our
fantastic sponsors. We consistently work hard
to provide them all with unquestionable value
from their support year-on-year and so, our
partnerships strengthen and grow.”

This year’s championship is a “superseason”
that runs until June 2019 and includes two
Le Mans 24 Hours. After Spa, Darren and the
team headed to France for Le Mans 2018
then onto rounds in the UK at Silverstone,
before flying off to Japan and China. They pick
up the season again in March next year at
Sebring in Florida, then it’s Spa again, then the
second Le Mans.

forget that everyone else has been working
hard too, so there will be stiff competition from
Ford, Ferrari, Porsche and the new BMW.”

Darren Turner:
Close Brothers sponsored
Aston Martin Racing driver
Darren is one of the six ‘works’ drivers at
Aston Martin Racing, competing in the FIA
World Endurance Championship. This is the
biggest and highest-level championship for
GT endurance racing and it includes the most
famous endurance race of them all, the Le
Mans 24 Hours.
Darren said: “I’ve been fortunate to have
been sponsored by Close Brothers for
over a decade now and it has been a great
adventure, particularly when the guys come
along to give us extra support at Le Mans.
They’ve certainly been a lucky charm for me
as I have had three Le Mans wins in that time.”

Darren continued: “Since last summer we
continuously tested the brand new Vantage
GTE in preparation for this season. Our target
is to finish on the podium, but we must never

closeasset.co.uk/manufacturing
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Refocus
Your finance

Give cash flow a boost with asset refinance
For SMEs with a vision to grow their business,
limited cash can cause the vision to quickly
become a blur. We have simple asset
refinancing options to unlock cash flow and
gain a clear perspective on finance.

01244 457 569
www.closeasset.co.uk
Close Brothers Asset Finance is a trading style of Close Brothers Limited.
Close Brothers Limited is registered in England and Wales (Company Number
00195626) and its registered office is 10 Crown Place, London, EC2A 4FT.

