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 uote  o panies issue   profit 
warnings in   signifi antl  a ove 
average or t e perio  an  well a ove t e 

 issue  in t e previous uarter. T e 
iggest uarterl  rise in profit warnings in 

al ost si  ears as o e ire tl  a ter 
one o  t e iggest alls  re e ting t e 
unpre i ta le e ono i  li ate.

o panies aug t on t e wrong si e o  
e ono i  se tor an  igital tren s an  
t ose w o la  t e finan ial or operational 
agilit  to a apt  are struggling to rea  
ree. n se tors w ere it is essential to 
ontinuall  invest an  innovate  su  

as retail an  restaurants  t is stress is 
e o ing in reasingl  apparent.

Rising glo al growt  an  a wea er 
poun  are still oosting e porters. FTSE 
n ustrial se tor warnings are at t eir 

lowest or si  ears. ut  an  usinesses 
esiege   pri ing pressures e ore 
re it  are also now eeling t e runt o  

rising o esti  un ertaint  an  in reasing 
osts. igital isruption a s et ore 
o petitive an  invest ent pressure.

Q3 2017

Analysis of 
profit warnings
ss  y  ot  o pani s

i rging 
fort n s
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Profit warning highlights

rofit warnings y s tor   
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 rise in ultiple warnings re e ts t e struggle o  
so e o panies to a apt.

Economic and sector 
overview
Economic and sector 
overview

Su er roug t ore i e  ortunes or  pl . T e e ono i  
ault lines we previousl  ig lig te  ave opene  urt er  

in reasing t e ontrast etween a elerating overseas ar ets 
an  t e slowing  e ono . ur o o profit warning ata 
re e ts t e i fi ulties a e   o panies ore asting in su  
unpre i ta le ti es. o panies wit  a winning or ula will 
ontinue to t rive  ut t at or ula eeps anging an  it s going 

to get toug er to eep up.

A t n ill
T e  e ono  re ains in low gear as ouse ol s ontinue to 
eel t e in ationar  s uee e. T e s announ e ent late in t e 

t ir  uarter t at it woul  see  a transitional re it eal initiall  
ooste  t e poun   as i  ints o  an up o ing rise in interest 

rates. ut  on going un ertaint  ontinues to weig  eavil  on 
sterling  an   e tension onsu ers  wallets. T e isposa le 
in o e s uee e tig tene  as in ation it  in Septe er wit  
average wages onl  rising  .  in t e t ree ont s to ugust. 
E plo ent re ains ig  an  retail sales el  up over t e 
su er  ut an in rease in tourist an  sta ationer  nu ers 

ooste  t e figures an  t ere are ints elsew ere t at onfi en e 
an  is retionar  spen ing are o ing un er pressure. T e all in 
ar sales an  ig ti et ite s we saw t is su er o ten eral s 

a wi er all in ouse ol  spen ing. onsu ers alwa s pull out 
t e stops or rist as  ut t e re li el  to rive an even ar er 

argain t is ear.

E porters are enefiting ro  t e oin i en e o  t e wea  poun  
an  i proving glo al growt . T e HS ar it S pur asing 

anagers  in e  or Septe er s ows anu a turing a tivit  
e pan ing or t e t  ont  in a row  wit  growt  in new e port 

usiness lose to a si an a al  ear ig . ut  or ost  t e 
enefit is ute   t e in reasing ost o  i porte  aterials an  

rising o o it  pri es. T e ore o inant servi e se tor also 
ontinues to e pan  ut again rising osts are are a growing issue 

an  onfi en e in new or ers is slipping. onstru tion a tivit  
is also alling. T e e ono  s oul  gain ore o entu  in t e 
se on  al  o   i  t e in o e s uee e eases an  an  i  re it 
tal s progress  li ting so e o  t e un ertaint . ut it s going to e 
a toug  ti e getting t ere. T e E  TE  lu  elieves   will 
grow at .  in  an  .  in . 

 ►  uote  o panies issue   warnings in    
ig er t an t e t ir uarter post finan ial risis average 

o  .

 ► T e nu er o  warnings issue  in   rose  two t ir s 
o pare  wit  t e previous uarter  w en warnings ippe  to 

a seven ear low. 

 ► rofit warnings rose   ear on ear  wit  t e i  o  
se tors also anging to re e t t e i pa t o  a wea er poun  
an  ivergen e etween glo al an   growt .

 ► T e FTSE se tors issuing t e ost profit warnings in   
were  Support Servi es ( )  eneral Retailers ( )  So tware & 

o puter Servi es ( )  an  Travel & Leisure ( ).

 ► n t e  ont s to t e en  o     o  o panies in 
FTSE n ustrials se tors ave warne  o pare  to  in t e 

 ont s to t e en  o   .

 ► FTSE eneral Retailers  warnings it t eir ig est t ir  uarter 
total sin e  in   wit   o  t e se tor warning in 
t e ear to ate.

 ► T e Ho e prove ent Retailers su se tor a ounts or 
al ost al  o  retail warnings in t e last si  ont s  an earl  
warning o  alling onfi en e an  pressure on is retionar  
spen . 

 ► ri ing an  ost pressures are in reasing  eaturing in  o  
all profit warnings so ar in  o pare  wit   in . 

 ► apa it  an  ost pressures are espe iall  apparent in t e 
FTSE Travel & Leisure se tor  wit  a fi t  o  o panies warning 
in t e last ear  in lu ing  o  uote  Restaurants & ars.

 ► eeping up in o petitive an  ast oving ar ets is 
o poun ing argin pressures  wit   o  warnings iting 

une pe te  invest ent osts.

 ►  rise in ultiple warnings re e ts t e struggle to a apt to 
anging on itions. n    o  o panies warne  or 

at least t eir se on  ti e in t e last ear.

 ► T e e ian s are pri e rop on t e a  o  warning rose to 
.  ro  .  in t e previous uarter an  t e average 

ro  .  to .  a signal t at ar ets ave e o e ore 
ris  averse.

Changing fortunes

i rg n
ur profit warning ata ig lig ts a growing ivi e etween 

se tors ore e pose  to o esti  pressures an  t ose enefiting 
ro  in reasing growt  in overseas ar ets. n ustrial se tors 

woul  see  to e t e greatest enefi iar  not ust ro  t e 
urren  i pa t o  re it ut also a stea ier oil pri e.

r ntag  of o pani s warning in t  last  
 ont s

  

 n strials

    erospa e & e en e

    onstru tion & a iner

    Ele troni  & Ele tri al   
    Engineering

    n ustrial a iner

    n ustrial Transportation

    Support Servi es

 
T e lear outliers a ongst in ustrials are FTSE Support Servi es 
an  FTSE onstru tion & aterials  two se tors t at we ve 

ig lig te  previousl  as aving signifi ant o esti  ontra t an  
pri ing pressures. T us  t e ivergen e we re seeing isn t as si ple 
is onsu er vs in ustrials. T e igger in uen e see s to e 

e posure to a o esti  argin vi e  w ere o panies are aug t 
etween rising osts an  pri ing pressures  o ten o poun e   

stru tural issues.

l t  r asons for warning 
er entage o  total warnings  ear
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Higher than expected 
investment costs

Regulatory/
legislative changes

Cost/price 
pressures

 
n a ition to rising i port osts asso iate  wit  t e wea er 

poun  ase  o panies also a e rising wage osts an  re it
relate  anges in t e la our ar et. eanw ile  te nolog  is 
provi ing greater transparen  or onsu ers an  usinesses  
a ing to t e pressure on pri ing. T is argin vi e is tig tening  
as our profit warning ata illustrates. t s ost o vious in FTSE 

eneral Retailers an  FTSE Travel & Leisure  w ere  an   
o  warnings ave ite  rising ost or pri e pressures respe tivel .
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arnings as a p r ntag  of  s tor    

r of 
o pani s 
warning

r of 
o pani s in 

 s tor

 of 
o pani s 
warning

Construction  
& aterials

1

Ele tri it 2 10

Ele troni  & Ele tri al 
E uip ent

1 34

Fi e  Line 
Tele o uni ations

1

Foo  & rug Retailers 1 11

Foo  ro u ers 1 24

eneral Finan ial 1 125

eneral n ustrials 1

eneral Retailers 7 55

Healt  are E uip ent 
& Servi es

1

House ol  oo s 3 31

n ustrial Engineering 1 33

n ustrial 
Transportation

1

Leisure oo s 1 11

Li e nsuran e 0

e ia 5

ining 3

o ile 
Tele o uni ations

2

onli e nsuran e 1 11

il & as ro u ers 2 73

il E uip ent  
Servi es & istri ution

2 12

ar a euti als  
& iote nolog

4

Real Estate nvest ent 
& Servi es

2

So tware & o puter 
Servi es

4

Support Servi es 11 131

Te nolog  Har ware 
& E uip ent

2

Travel & Leisure 5

otal no  o pani s 
warning

Economic and sector overview 
( ontinue )

e a  see ore a ro pru ential powers eing use  to anage 
t e re it le i  t e ar et ontinues to eat up  ut a rate rise 
sen s out a stronger signal

nario for asting
T e Fe eral Reserve as o viousl  alrea  starte  its tig tening 

le  ut  two a or entral an s raising rates at t e sa e 
ti e woul  set a i erent tone in apital ar ets. T ere is a 
potential s enario t at sees a ver  gra ual wit rawal o  support 
in on un tion wit  sustaine  growt  w i  woul  present a 
relativel  enign s enario or t e glo al e ono . ut  t ere are 
o viousl  a nu er o  geopoliti al an  finan ial ris s  in lu ing 

re it un ertaint   t at oul  a e it a u pier ri e or t e . 
 wi esprea  in rease in  orporate istress is unli el  w ilst 

interest rates re ain low  ut as ouse ol  in o es are s uee e  
an  wage an  i port osts rise  we e pe t to see ore stress  
espe iall  in se tors e pose  to t e onsu er  in reasing wages 
an  input osts an  ontra t un ertaint . e re alrea  seeing a 
stronger o us on as  an earl  sign t at o panies are eeling  
or e pe t to eel  ore pressure. 

ltoget er  it is going to e toug er to ore ast in t is 
environ ent  an  we oul  see profit warnings o o again. 
To i prove t eir a ilit  to ore ast  an  e  t eir plans as 
s enarios ange  o panies nee  a lear un erstan ing o  t eir 

usinesses  e  varia les an  riti al assu ptions. T is s oul  
allow t e  to a apt ui l  an  to signal a lear an  ti el  ange 
in profit gui an e w en t ese varia les ange. So eti es 
o panies a e events t at are e on  t e nor al  t e un nown 

un nowns  ut aving pro esses in pla e to respon  to anges 
provi es a lear stru ture or o panies to ollow an  to eep 
investors properl  in or e .

A rag  s ar  pri  fall 
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T e rise in t e average s are pri e all on t e a  o  warning as 
ove  ig er sin e re it  wit  investors e o ing ore ris  

a verse  un erlining t e i portan e o  getting it rig t.

T e rise in FTSE eneral Retailers profit warnings isn t ra ati  
  ave warne  in t e ear to t e en  o    o pare  

wit   in t e ear to  . ut  t is is against a a rop o  
alling earnings e pe tations.

  r tailing 
  ange in  orwar  earnings e pe tations 
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eanw ile  t is argin pressure is o poun e   t e in reasing 

nee  to innovate an  invest. ew figures s ow invest ent i n t 
stall a ter re it an  usiness invest ent was still growing in  

. ut t e .  ear on ear rise re or e  in t at uarter 
is still well elow par  espe iall  i  we onsi er t e nee  or a 
post re ession at up or t e e tra o panies nee  to invest to 

e o petitive in t e glo al igital ar et pla e. T e in rease in 
o panies iting une pe te l  ig  invest ent osts in t eir profit 

warning  ou ling in t e last five ears  suggests usinesses are 
struggling to u get enoug  or t eir nee s.

r ntag  of o pani s w o  alr a y warn  in t  
last  ont s
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ore o panies a  e using t e &  rat er t an t e R&  route 

to invest ent. ut  t e uestion ar  re ains as to w et er 
usinesses are oing enoug .  pro u tivit  levels re ain 

worr ing low wit  roa  i pli ations or wages  growt  an  
govern ent spen ing. e re also seeing ore o panies issue 

ultiple warnings. Even wit in pressure  se tors t ere s a gap 
e erging etween o panies wit  a winning or ula an  t ose 
w o are eing le t e in  wit out t e operational or finan ial 
apa it  to a apt to rising e ono i  politi al an  igital anges 
 w at we ig t also all o ie o panies . t s also i portant 

to re e er t at we aven t seen t e ull i pa t o  re it et  
wit  urt er i pli ations or tra e an  la our suppl . o panies 
urrentl  enefiting ro  rising levels o  tra e an  glo al growt  

aren t out o  t e woo s et.

A glo al sw t spot
ne o  t e ost onsistent goo  news stories in  as een 

glo al growt . ot onl  as t e glo al e ono  finall  ro en t e 
le o  i ear owngra es  ut or t e first ti e in a e a e 

a or e ono ies are growing in unison. T e F as slig tl  raise  
its outloo  or growt  in a van e  e ono i s to .  an  .  or 

 an   respe tivel . n e erging ar ets  t e F el  
its ore ast or .  or  an  upgra e  its ore ast to .  in 

. pwar  revisions in t e Euro one  apan  e erging sia  
e erging Europe  an  Russia ave ore t an o set ownwar  
revisions or t e S an  t e .

T is growt  isn t et re e te  in o fi ial e port figures  ut  
o panies a e using t e wea er poun  to in rease profit rat er 

t an sales. s we ve note  in ustrial surve s in parti ular ave 
i prove  an  in ustrial profit warnings ave allen.  o panies 

ave also in rease  out oun  &  to a ess growt  ar ets  
espite t e all in sterling  alt oug  t is a tivit  ippe  in . 

T is a  e a lip or a response to rising ris s. eopoliti al ris  
is argua l  at its ig est in a e a e. T ere is in reasing on ern 
over t e i pa t o  populis  on poli   in lu ing t e regulation 
o  eals. T e F as also soun e  t e alar  over rising levels o  

e t  wit  private e t at pre risis levels in t e  an  investors 
ta ing greater ris s in t e sear  or iel . 

nt r st rat  on n r
oreover  ar ets aren t reall  re e ting t e ris  t at t e sweet 

spot in glo al growt  lin e  to a perio  o  low in ation an  
a o o ative onetar  poli ies  a  e o ing to an en . 
For al ost a e a e  a or entral an s ave een fig ting 
low in ation an  une plo ent using ultra low interest rates 
an  uantitative easing. rowt  an  e plo ent nu ers are 
stronger  ut in ation re ains low in t e S an  Euro one  w ilst 

 in ation is ore ast to rop a  in  on e sterling s all 
wor s its wa  out o  t e nu ers. one o  w i  suggests rate 
rises s oul  e i inent  an  et S an   entral an s ave 
at least een la ing t e groun  wor  or interest rate rises in  
w ilst t e Euro one is paving t e wa  or a tion in . 

 ove now  rowt  re ains a on ern  ut ot  t e an  o  
Englan  an  t e Fe eral Reserve are on erne  in i erent wa s 
t at t eir ata oesn t re e t t e true in ation pi ture. n t e S  
t ere are worries t at it s onl  te porar  a tors t at s a pening 
pri es. n t e  t e an  o  Englan  as in i ate  t at t e 

 e ono s apa it  to a sor  in ationar  or es as allen. 
lo alisation an  igitalisation ave o pli ate  easure ents 

lin e  to in ation  su  as t e sla  in t e e ono .  entral 
an s a  also e in ul o  growing e t levels an  ris ier  
e aviour.  re ent report ro  re it ratings agen  oo s  

sai  t at ov lite  was ast e o ing t e new nor al in Europe . 
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Focus on sectors

 n ral tail rs 
FTSE eneral Retailers issue  eig t profit warnings in t e t ir  

uarter o   one ore t an in t e previous uarter an  t e 
se tor s ig est t ir  uarter total sin e . n t e ear to

ate   o  t e se tor as warne . Re ent ata s ows onsu ers 
e o ing ore is ri inating in t eir spen ing an  as osts 

rise  t e argin vi e aroun  t e se tor is learl  tig tening. 
T ese pressures are reating a ore ivergent retail pi ture  
e aggerating t e pro le s o  t ose struggling wit  rising osts 
an  on t e wrong si e o  se tor tren s.

 ons r s  tig t ns 
T e E  TE  lu  utu n Fore ast un erlines t e onsu er 
s uee e. T eir ata s ows so e relie  t is su er  wit  real 

ouse ol  isposa le in o e rising  .  uarter on uarter in 
 elpe   growing nu ers in e plo ent. Retail sales also 

rose a ross . evert eless  t is i prove ent in real in o es 
a e a ter t ree su essive uarterl  e lines an  an  respite 

loo s s ort live .  in ation ove  a ove  in Septe er  
outpa ing average earnings growt  o  . . T e anti ipate  rise in 
interest rates  o ine  wit  an e pe te  tig tening in onsu er 
unse ure  len ing  will onl  a  to t is s uee e. s a result  E  
TE  lu  e pe ts onsu er spen ing growt  to slow ro  .  in 

 to ust .  in . 

oreover  as t e latest ritis  Retail onsortiu  ( R ) surve  
notes  ost o  t e in rease in retail sales in t e last t ree ont s 
is ue to pri e rises in essentials li e oo  an  lot ing. Foo  sales 
in rease   .  on a li e or li e asis over t e t ree ont s 
to Septe er  w ile t e li e or li e sale o  non oo  ite s rose 
onl  . . antar ata rein or es t is pi ture  wit  annual gro er  
in ation at .  in t e  wee s to  to er. Foo  retailers 
are un er pri ing pressure  ut in rease  in ation riven sales 
appears to e us ioning t e i pa t ore t an elsew ere. rofit 
warnings in FTSE Foo  & rug retailing stan  at ust one so ar in 

 against our in t e first nine ont s o  . 

To get it rig t  retailers nee  to reate o ers an  e perien es 
t at are trul  personalise  reating a ar eting seg ent o  
ust one. ut  ust  o  retailers in our surve  are urrentl  
elivering personali e  o ers  o uni ations an  intera tions. 

T ere ore  t ere is signifi ant potential or i prove ent an  
t is isn t so et ing retailers nee  to ta le alone. or ing wit  
o ple entar  t ir  parties an elp to leverage e isting ata 

an  ring in t ir  part  sour es. ut o panies will nee  to invest 
an  it is ere t at we see urt er ivergen e  etween retailers 
wit  an  wit out t e apital to innovate an  o pete e e tivel  in 
t ese ar ets.

t s still all a o t t  final o nt own
So  w ere oes all t is leave t e FTSE eneral Retailers se tor 
going into t e vital ourt  uarter  T e opportunities an  stresses 
o  rist as ten  to e aggerate t e gap etween t e winners 
an  losers. e e pe t urt er profit warnings  parti ularl  ro  
t ose w o are struggling to get on t e rig t si e o  a or se tor 
tren s or w o are struggling to get to grips wit  rising osts. Hal  
o  t e retailers issuing a profit warning in t e last ear ave one 
so ore t an on e. onsu ers alwa s fin  one  to spen  at 

rist as  ut t e ll e riving a ar  argain. 

n in reasing nu er o  retailers are opting out o  la  Fri a  
pro otions  in or er to prote t argin  ue to t e strengt  o  
t eir ran  or etter anage ent o  inventor . n t e past  
t ose o panies ave ten e  to per or  etter overall  opting 
out e ause t e  were per or ing etter an  per or ing etter 

e ause t e  opte  out. ut  or an  retailers  t ere is a strong 
e pe tation or nee  to parti ipate an  we e pe t to see an 
e ten e  is ounting perio  again involving a or ig  street 
na es.  longer is ounting perio  eases t e logisti al intensit  
aroun  t e ain la  Fri a  wee en  an  i  o panies plan t eir 
inventor  well  t e  an profit ro  a prolonge  u ing season. 

ut  at t e sa e ti e  t is reates a low pri e e pe tation in 
onsu ers t at s toug  to rea  or in ivi ual retailers an  t e 

se tor as a w ole.

eanw ile  FTSE eneral Retailers profit warnings re ain ig  
 espe iall  in is retionar  areas. n ation in essentials  li e 
oo  as eant t at onsu ers ave less to spen  on ore 
is retionar  an  ig ti et ite s  an  t eir willingness to spen  

on larger ite s is also un er pressure. T e latest  surve  s ows 
t at w ilst onsu er onfi en e pi e  up slig tl  in Septe er  
it re ains lose its post re it lows an  onfi en e in personal 
finan es is slipping. ll o  w i  is re e te  in our profit warning 

ata  wit  Ho e prove ent Retailers a ounting or al ost al  
o  all FTSE eneral Retailers warnings in t e past si  ont s an  
Spe ialt  Retailers a ounting or ost o  t e rest. 

 as rising osts it
T ere ore  on one si e o  t e argin vi e  we ave pressure 
on revenues ro  ore su ue  an  is ri inating onsu er 

e an  an  t e relate  i pa t o  pri e pressures. n  on t e 
ot er we ave ig er i port osts  t e ational Living age  
rising usiness rates an  t e in reasing ost o  ulti annel 
invest ent. n   o  FTSE eneral Retailers profit 
warnings ite  rising ost or pri e pressures  well a ove t e rising 
average o   an  last ear s total o  . T ere s no sense o  
t ese pressures letting up in t e near ter . T e poun  re ains 
wea  an  volatile. Retailers  pre re eren u  urren  e ges  
w i  at least partl  us ione  t e i pa ts o  t e poun s s arp 

e line  ave all ut now e pire . 

n response  retailers are loo ing or new approa es  in lu ing 
t e use o  a van e  ata anal ti s to a e ore in or e  

e isions a out pri ing  sto  ontrol an  t eir store estate  
an  to i prove lo alt . T is ig t see  a slig tl  ol as ione  
on ept  given t e i pa t o  igital isruption on usto er 
e aviour  or e a ple in pri e transparen . ur re ent surve  

on t e topi  s ows t at ust  o  retailers t in  t eir usto ers 
re ain lo al. ut  al ost all retailers ( ) elieve a lo alt  
strateg  is riti al to t eir usiness su ess an   elieve t eir 
lo al usto ers a ount or ore sales an  profit. 

 ra l  is r
e last eature  t e FTSE Travel & Leisure se tor in   

w en it issue  eig t warnings  e ualling t e post finan ial risis 
ig  set in  . Sin e t en  t e se tor as a w ole as are  

slig tl  etter  wit  its warnings alving to our in  e ging 
a  up to five in . ut  all toget er  one fi t  o  all FTSE Travel 

& Leisure o panies ave warne  in t e past ear an  we ve 
seen a su stantial in rease in warnings ro  t e Restaurants 
& ars se tor  w ilst airline ailures ave put t e se tor a  in 
t e spotlig t. 

n ot  ases  t e iggest issues are t e i pa t o  oversuppl  
an  rising osts on usinesses t at are alrea  struggling wit  
t in argins. n  al ost  o  FTSE Travel & Leisure profit 
warnings ave ite  rising over ea s an  pri ing pressures  up 
ro   in .

sting r sili n
T e FTSE Travel & Leisure se tor as s owe  ontinuing resilien e 
in re ent ears  ontinuing to enefit ro  onsu ers  ten en  
to prioritise spen ing on e perien es. ut wit  real in o es 
s uee e  an t is resilien e e sustaine  T e o petition or a 
s rin ing pool o  isposa le in o e is eating up an  t e pi ture 
a ross t e se tor is loo ing ore i e . T e latest isa onsu er 
Spen ing n e  s ows overall onsu er spen ing on tra  in 

 to it its lowest level in our ears. House ol  e pen iture 
roppe  .  ear on ear in Septe er  t e ourt  ont  in t e 

last five to see a e line. T e goo  news is t at spen ing at otels  
ars an  restaurants is u ing t e tren   up .  an  ettering 

last ear s growt  rate o  .   ut spen ing on re reation an  
ulture e line  at its astest rate sin e . 

 n ral tail rs

FTSE eneral Retailers profit warnings Total no. profit warnings (RHS)
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 s tor rno r an on on i lan s
ast Anglia

ort  
st

o t  
ast

o t  
st al s

or s ir
ort  ast

otlan  
an  

ran  
total

onstru tion & aterials n 2 2

Ele tri it over n 1 1 2

Ele troni  & Ele tri al e uip ent under £200m 1 1

Fi e  Line Tele o uni ations under £200m 1 1

Foo  & rug Retailers under £200m 1 1

Foo  ro u ers under £200m 2 2

eneral Finan ial over n 1 1

eneral n ustrials under £200m 1 1

eneral Retailers under £200m 1 2 3

n 1 1 2 4

over n 1 1

Healt  are E uip ent & Servi es n 1 1

House ol  oo s under £200m 2 1 3

over n 1 1

n ustrial Engineering under £200m 1 1

n ustrial Transportation n 2 2

Leisure oo s under £200m 1 1

e ia under £200m 3 1 4

over n 1 1

ining under £200m 2 2

n 1 1

o ile Tele o uni ations under £200m 2 2

onli e nsuran e n 1 1

il & as ro u ers under £200m 1 1

£201m n 1 1

il E uip ent  Servi es & istri ution under £200m 1 1

£201m n 1 1

ar a euti als & iote nolog under £200m 2 2

£201m n 1 1

over n 1 1

Real Estate nvest ent & Servi es under £200m 1 1 2

So tware & o puter Servi es under £200m 2 2 4

£201m n 1 1

Support Servi es under £200m 2 1 4 7

£201m n 3 1 3

over n 2 1 3

Te nolog  Har ware & E uip ent under £200m 1 1

£201m n 1 1

Travel & Leisure under £200m 2 1 3

over n 1 1 2

ran  total 4

Focus on sectors 
( ontinue )

Q3 2017 — by sector,  
size and region

So t ere is greater pressure on t e e perien e e ono  ut it
see s t at eating out isn t et so et ing t at  onsu ers are
prepare  to orgo. T e se tor is also enefiting ro  t e in u  o
overseas tourists an  sta ationers  t e positive ip si e o  t e
alling poun . So  w  ave two t ir s o  FTSE Travel & Leisure

profit warnings o e ro  t e Restaurants & ar su se tor in
t e last si  ont s  s we ve seen in retail  overall e an  is onl
part o  t e e uation.

lorio s foo
T e restaurant se tor is  at least partiall  a vi ti  o  its own
su ess. Resilient onsu er spen ing in t e asual ining se tor
in parti ular as en ourage  su stantial new invest ent 
parti ularl  ro  private e uit   an  provi e  an in entive or
entrants to s ale up e isting on epts. T us  t e ar et is a ing
over apa it  w en it s also a ing a triple w a  o  ost

ea win s. Firstl  ue to t e in rease in wage osts owing to t e
intro u tion o  t e ational Living age  wit  t e potential or
urt er isruption ro  re it. Se on l  ue to t e in rease in
usiness rates. n  t ir l  ro  t e wea  poun  a ing i porte

raw aterials ore e pensive. T e in rease  in uen e o  online
eliver  servi es a s urt er o pli ation  an  osts  wit
usinesses t pi all  pa ing up to an  e on   in o ission.

Restaurant e an  s oul  re ain strong in t e long ter . Tig tl
run usinesses t at eep t eir osts un er ontrol will e well
pla e  to ri e out t is toug  spot an  enefit ro  an  re u tion
in apa it . ut  se tor e ono i s a e urt er restru turing
inevita le. roups wit  ig  operating leverage an  eav

e ts will ontinue struggle  espe iall  w en t ere is a li ite
an e o  respite or options availa le or usinesses to regroup.

Raising pri es isn t an option in a o petitive ar et  w ilst
riving volu es t roug  is ounting eans giving awa  alrea

t in argins. uts to ingre ients or sta  ris  a aging ualit .
ropert  osts are generall  fi e  an  toug  to renegotiate.
usinesses aug t in a in  will fin  it toug  to get out.

lying t ro g  t r l n
eanw ile  it s also een a i e   or t e travel se tor.
o esti  groups ave roa l  enefite  ro  a rise in  touris

an  sta ations  al eit wit  t is enefit so ew at o set  t e
ost an  wage issues we ve seen elsew ere. T e Lon on terrorist

atta s ave also e e te  usinesses in t e apital. ut  t e travel
se tor eeling t e ost pressure is un ou te l  airlines  w ere
t ree warnings in t e first uarter were a portent o  trou le to
o e.  nu er o  airlines ave sin e file  or insolven  a i
urt er reports o  istress.

Fun a entall  t e airline se tor is struggling wit  low argins. 
ost o  t e value in t e e os ste  goes not to t e airlines 

t e selves  ut to t ose owning te nolog  an  assets  in lu ing 
t ose leasing planes  t e airports an  aintenan e o panies. 
To a  airlines  li ite  s are o  t e pie is eing sli e  even 
t inner ue to t e i pa t o  over apa it  an  su se uent pri ing 
pressures  espe iall  on s ort aul routes. t s a situation t at s 

een e a er ate   t e onsoli ation o  passenger tra fi  awa  
ro  ort  ri an estinations an  Tur e  towar s Sout ern 

Europe  ue to se urit  ears t ere. T is as a e  e tra 
pressure to arter ig ts  w ere t e o petition on Spanis  
routes is parti ularl  intense. T e oil pri e is still relativel  low  

ut or airlines u ing in sterling t e wea  poun  as a e  an 
a itional ost.

T e an elle  fig ts o  t e last ont  ave elpe  to re u e 
over apa it  an  le  to a rie  surge in usiness or ot er airlines 
as t e  pi  up t e re oo e  ares. S s anner  a o parison 
site or low ost air ares  reports an average  in rease in t e 
pri e o  last inute ig ts to Europe in to er. t e pe ts to see 
in rease  e an  or ig ts  parti ularl  to Spanis  airports  to 
pus  pri es up a ove seasonal nor s until anuar  or Fe ruar  
ne t ear. T is s oul  ease t e s ort ter  pressure. n t e longer
ter  re it re ains a ontinuing on ern wit  airlines positioning 
in ase t e  leaves t e E  wit out a ilateral agree ent. ut  
our ain e pe tation is t at regulator  allenges will e resolve  
an  t e  will li el  re ain an i portant u  or ot  s ort  an  
long aul ig ts. 

A igg r sli  of t  pi
So  it s not all a  news. ut  w ilst  onsu ers inten  to eep 
spen ing  o panies a ross t e se tor will nee  to wor  ar er 
to apture a i inis ing pot o   isposa le in o e  to ontrol 
osts as argins are s uee e   in reasing over ea s an  to 

a apt to anging ar ets. t s going to e toug er t an e ore. n 
a tur ulent ar et  o panies t at anage to tap into onsu ers  

esire or a or a le lu ur  evelop engaging on epts an  
e ra e innovation to onne t to usto ers ire tl  s oul  
apture a igger sli e o  t e pie. T is is i fi ult or o panies to 

a ieve  i  t e  are starting ro  a apital onstraine  position. 
T ere ore  we also e pe t to see onsoli ation pi  up as wea er 
o panies ail an  stronger o panies loo  to apture ar et 

s are an  re u e osts.

Focus on sectors 
( ontinue )
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Number and percentage of warning companies  
by turnover and region, 2011–Q3 2017

r an  p r ntag  of warning o pani s y t rno r   r an  p r ntag  of warning o pani s y r gion   

rno r an

n r n n n r n otal

45 12 75

40 15

37 11 3 51

53 24 11

15 73

37 7

35 21 12

42

43 10 72

33 12 54

42

35 20 73

34 22 74

41 11 11

13 17

15

43 22 12 77 

13 57 100

42 22 15  

23 100 

43 22 12 21

15 13

45 7

37 20 73

40 14 21 75

7 45

               	 	  43               13 75            

y ar a rag                        41 17 14 73

. .  Figures are to t e nearest w ole nu er. Totals a  a  up to slig tl  a ove or elow .

gion

on on i lan s  
ast Anglia

ort  st otlan  
an  

o t  ast o t  st  
al s

or s ir  
ort  ast

otal

22 10 2 24 2 7 75

15 4 2 15 11 11

21 5 2 2 10 5 51

20 1 13

21 3 5 5 17 5 7 73

13 7 7 5 15 3 10

20 12 4 14 5 5

34 10 7 5 4

22 11 10 2 11 7 72

5 4 7 2 4 54

10 2 3 10 5 7

4 22 5 73

5 3 13 74

17 4 3 14 11

1 5 7 3

12 7 4 23 11 7

31 40 10 3 4 21 7 77

21 4 10 3 4 57

3 11

 35 11 5 7 21 10 11 100

23 37 21 5 12 12 4 5 5 7

22 33 4 2 3 21 32 4 7 11

20 7 3 4

23 10 11 5 14 4 73

23 12 11 5 13 2 75

12 1 10 2 7 5 45

27 4 3 2 14 75

y ar 
a rag 24 5 7 7 73



About EY
E  is a glo al lea er in assuran e  ta  transa tion an  a visor  
servi es. T e insig ts an  ualit  servi es we eliver elp uil  trust 
an  onfi en e in t e apital ar ets an  in e ono ies t e worl  
over. e evelop outstan ing lea ers w o tea  to eliver on our 
pro ises to all o  our sta e ol ers. n so oing  we pla  a riti al role 
in uil ing a etter wor ing worl  or our people  or our lients an  
or our o unities.

E  re ers to t e glo al organi ation  an  a  re er to one or ore  o  
t e e er fir s o  Ernst & oung lo al Li ite  ea  o  w i  is 
a separate legal entit . Ernst & oung lo al Li ite  a  o pan  
li ite   guarantee  oes not provi e servi es to lients. For ore 
in or ation a out our organi ation  please visit e . o .

About EY’s Transaction Advisory Services
How ou anage our apital agen a to a  will efine our 
o petitive position to orrow. e wor  wit  lients to reate so ial 

an  e ono i  value  elping t e  a e etter  ore in or e  
e isions a out strategi all  anaging apital an  transa tions in ast 
anging ar ets. et er ou re preserving  opti i ing  raising or 

investing apital  E s Transa tion visor  Servi es o ine a uni ue 
set o  s ills  insig t an  e perien e to eliver o use  a vi e. e 

elp ou rive o petitive a vantage an  in rease  returns t roug  
i prove  e isions a ross all aspe ts o  our apital agen a.

Ernst & oung LL
T e  ir  Ernst & oung LL  is a li ite  lia ilit  partners ip registere  in Englan  
an  ales wit  registere  nu er  an  is a e er ir  o  Ernst & oung 

lo al Li ite .

Ernst & oung LL   ore Lon on la e  Lon on  SE  F.

  Ernst & oung LL . u lis e  in t e .  
ll Rig ts Reserve .

E  one

E .in  ( ) . rtwor   reative Servi es roup Lon on.

n line wit  E s o it ent to ini ise its i pa t on t e environ ent   
t is o u ent as een printe  on paper wit  a ig  re le  ontent.

n or ation in t is pu li ation is inten e  to provi e onl  a general outline o  t e su e ts 
overe . t s oul  neit er e regar e  as o pre ensive nor su i ient or a ing 
e isions  nor s oul  it e use  in pla e o  pro essional a vi e. Ernst & oung LL  a epts 

no responsi ilit  or an  loss arising ro  an  a tion ta en or not ta en  an one using 
t is aterial.

e . o u

EY  |  Assurance | Tax | Transactions | Advisory

onta ts

Alan son 
artner 
     

a u son u .e . o

 atson 
artner 
     

lwatson u .e . o

on orris 
artner 
     
orris u .e . o

irst n o p ins 
nal st 

+ 44 121 535 2504 
to p ins u .e . o




