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Welcome to the MMBI

RSM is on a mission to be the adviser of choice to middle 
market business leaders around the world. To achieve 
that, we need to be able to provide in-depth knowledge 
of what’s happening in the middle market now and 
what’s likely to happen next.

The middle market is at the heart of the UK’s economic 
growth and innovation, in every sector from construction 
and leisure and hospitality, through to digital technology 
and life sciences. Its position as a critical driver of growth 
is why we often refer to it as ‘The Real Economy.’ 

However, for its needs to be fully considered by policy 
makers and central bankers they need data. Because few 
business surveys focus purely on the views of leaders in 
the middle market, that data just hasn’t been there.

The Middle Market Business Index (MMBI) is the tool 
we’ve created to shift the focus of policy makers and 
central bankers to The Real Economy. The launch of the 
MMBI comes at a critical moment, as we’re emerging 
from the pandemic into a world of new geopolitical and 
environmental uncertainties. Apart from highlighting 

the significant contribution of this influential business 
community, the MMBI will broaden the understanding of 
the middle market and what its experiences can tell us 
about the economy as a whole.

The RSM UK MMBI offers valuable insights for middle 
market decision makers. We look forward to using  
the power of its insights to grow your business and  
The Real Economy.

Q1 2022 RSM UK MMBI

Rob Donaldson 
Chief Executive Officer

A new index for the UK’s middle market
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Middle market concerns about the general economic 
outlook in Q1 are unlikely to improve much in Q2, and the 
health of the broader economy will remain a key risk for 
middle market firms over the next year. 

The causes of the weaker economy will change. Risks 
arising from the pandemic will be replaced by risks 
around surging inflation and a dramatic squeeze on 
households’ real incomes (which will dampen demand 
for the goods and services middle market firms provide), 
and the risk of another supply chain crisis. 

Middle market firms face an increasingly challenging 
outlook. The Russian invasion of Ukraine has dramatically 
increased the prices of a broad range of commodities, 
from oil to wheat, driving up costs. At the same time, 
consumers are experiencing the largest real income 
squeeze on record. This will inevitably impact demand, 
especially among lower-income consumers who will be 
hit hardest by rising energy and food prices. To top it all 
off, restrictions on exports from Russia and covid-related 
shutdowns in China risk sparking another supply chain 
crisis before the economy has recovered from the last one. 

Admittedly, uncertainty abounds. Slower GDP growth 
in China could relieve some of the upward pressure on 
commodity prices and, so far at least, major Chinese 
ports and factories have continued to operate, 
suggesting the impact on supply chains won’t be as 
severe this time around. Rather than marking a return to 
normality after the challenges of the pandemic, however, 
2022 is likely to be another extremely challenging year 
for the middle market. As a result, I’m anticipating a 
further decline in the MMBI in Q2. 

Q1 2022 RSM UK MMBI

Tom Pugh 
RSM UK Economist

A word from our Economist
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Omicron took some of the wind out of 
the middle market’s sails in the first three 
months of the year. The Middle Market 
Business Index (MMBI) registered its first 
fall – from 139.6 in the last quarter of 2021, 
to 134.9 in the first quarter of 2022. 

However, the MMBI still suggests that 
middle market businesses are optimistic, 
and the forward-looking aspects of 
the survey show that firms had been 
expecting labour shortages and supply 
chain pressures to start easing in the first 
half of 2022. 

Russia’s invasion of Ukraine, which occurred 
following the conclusion of the MMBI’s 
sampling period for the first quarter of the 
year, will likely roil global supply chains and 
cause the price of energy to further rise in 
the near term. Therefore, it is probable that 
this development and all that follows may 
dampen middle market business sentiment 
during the second quarter of the year. 
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The MMBI
Q1 2022 RSM UK MMBI

A muted outlook for Q2

The Middle Market Business Index



The Report

The MMBI is made up of five questions 
about the current quarter and five 
questions about the outlook over the 
next six months, so the headline index 
is inherently influenced by expectations 
about the future. But some of the most 
useful information we can glean from the 
MMBI comes from analysing the specific 
answers middle market businesses 
gave to each question about the current 
quarter and the future outlook.  

Middle market businesses have clearly 
become much more concerned about 
the general economic outlook. Just 43% 
of firms said the economy improved in 
Q1, and expectations for the economy’s 
trajectory over the next six months have 
fallen by nine points, from 72% in Q4 to 
63% in Q1 – the largest decline of the 
index components.

This almost certainly reflects the  
surge in omicron cases and the 
restrictions imposed on parts of  
the economy in January. 

As we would expect, these weaker 
economic conditions were reflected 
by fewer firms reporting increases in 
revenue (from 56% in Q4 to 50% in Q1) 
and profit growth (57% to 52%). 

The proportion of firms expecting 
revenues and profits to increase over the 
next six months also fell, but both remain 
very optimistic at 68%.

Q1 2022 RSM UK MMBI

Omicron dampens business spirits,  
but signs of supply pressures easing 
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UK Economy Performance
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The incoming 54% increase in the energy price cap 
from April pretty much ensures that CPI inflation will 
continue to rise. Combined with the surge in oil prices 
and the jump in the cost of many agricultural products 
and base metals, inflation is likely to peak above 8% in 
April and remain high for the rest of the year. 
 

The MMBI survey found evidence that the shortages of 
materials and associated price rises that affected firms 
over the past year were easing. The number of firms 
expecting input prices to rise over the next six months 
dropped from 69% in Q4 to 64% in Q1.  

What’s more, the number of firms planning to raise their 
own prices over the next six months fell from 72% to 
63%, suggesting that if price pressures further down 
the production chain start to relax, middle market firms 
will try to avoid uncompetitive price increases. However 
Russian sanctions and further covid-related port 
closures in China mean that these improvements will 
likely reverse later in the year.

Q1 2022 RSM UK MMBI

Supply chains recovering from omicron

The incoming 54% 
increase in the energy 
price cap from April 
pretty much ensures 
that CPI inflation will 
continue to rise until it 
peaks at a little over 8%.
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Just over half of firms (52%) said they had 
increased recruitment in the first quarter 
of the year, yet the proportion of firms 
intending to increase recruitment over the 
next six months dropped from 68% to 63%. 
This suggests that middle market firms are 
expanding their payrolls, but they are doing 
it at a slower, more cautious, rate. 
 
The story is similar when we examine 
wage growth. The proportion of firms 
saying they had increased remuneration in 
Q1 dropped three points to 48%, but there 
was a large six-point fall in the proportion 
of firms saying they were planning to 
increase pay in the next two quarters. 
Admittedly, this still left 61% of firms 
planning to raise pay, but competition for 
labour seems to be waning. 

All this is good news for middle market 
businesses for two reasons. First, 
an inability to find enough staff has 
prevented firms from raising output to 
take advantage of the strong rebound in 
consumer spending. 

Second, wages play an outsized role in 
business costs for the labour-intensive 
service industries that comprise the 
bulk of the real economy. While that 
may help households to deal with the 
looming cost-of-living crisis in the near 
term, the acceleration in pay could cause 
an increase in operating costs, thinner 
margins, and result in an acceleration in 
inflation if it continues unabated.
 
That said, it is clearly too early to suggest 
that either supply chain issues or labour 
shortages are behind us. The labour 
market will remain tight for at least the 
rest of 2022, and the growth rate of the 
UK workforce is probably permanently 
lower than it was before the pandemic 
and Brexit. This will keep wage growth 
elevated compared to what it was 
before the pandemic. In fact, the Bank of 
England’s Monetary Policy Committee 
has singled out higher wage growth as 
a key variable that it fears could drive 
inflation over the next two years. 
 

Q1 2022 RSM UK MMBI

Signs of labour shortages easing
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Q1 2022 RSM UK MMBI

Productivity is the 
name of the game
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During times of rising prices, productivity can be the 
difference between stable and thinning margins. Over the 
past year, middle market firms have ramped up investment in 
productivity-enhancing equipment, software and intellectual 
property, which should help them to to be more competitive 
and productive as the pandemic becomes endemic. In the 
current quarter, 51% of respondents noted an increase in 
outlays on capital expenditures and 63% indicated that they 
expect to increase theirs over the next six months.

From our vantage point, given the longer-term challenges 
around UK productivity, this is one of the more constructive 
elements of the first quarter survey results.

Lastly, one of the tailwinds to overall economic activity and 
growth this year should be the restocking of the domestic 
economy as the UK reopens for business. 

This is why the proportion of firms saying they are increasing 
stocks has risen over the last year to reach 46% in Q1, and 61% 
of firms say they will boost stocks over the next six months.  

We think that there is plenty of room to the upside on 
inventory rebuilding as firms seek to insulate themselves 
from further supply chain issues and we expect that this will 
be part of the middle market growth story in the near term.  

Of course, much depends on the future that emerges from 
this volatile geopolitical landscape. Factors such as rising 
energy prices and, potentially, fractured supply chains lend 
significant uncertainty to the near-term economic outlook.



US MMBI* UK MMBI
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The US MMBI has been running since 
2015, so it’s useful to compare the 
two series. As we would expect, 
given the similarities between the UK 
and US economies, the two indexes 
trend in the same direction. 

The US middle market has had a 
more positive outlook over the 
last year than the UK’s, which 
probably reflects the more robust 
recovery in the US economy. But the 
much sharper fall in the US middle 
market over the last two quarters 
compared to the UK is likely due to 
the UK experiencing a relatively lower 
economic impact from the omicron 
wave of coronavirus. 

Given many UK middle market 
businesses have significant activities 
in and with the US Real Economy, this 
RSM comparison chart is another 
useful early indicator of wider middle 
market views.
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Any alignment between the UK and US Real Economies?

US MMBI Comparison 
Q1 2022 RSM UK MMBI

The Middle Market Business Index



The Appendix
Q1 2022 RSM UK MMBI

Business Health
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Turnover Performance Net Profits Performance
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This appendix sets out the charts for each question in the MMBI survey. The charts 
present the net balance for the current quarter and future outlook for each question.  
The net balance is calculated by subtracting the negative answer from the positive ones.  

A negative number therefore implies that firms are pessimistic, while a positive 
answer suggests firms are optimistic.  
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Recruitment and Pay
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Recruitment Employee Remuneration
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Prices
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Prices Paid For Goods And Services Prices Received For Goods And Services
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Investments
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Capital Expenditure/Investments  Access to Finance
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Investments cont.
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UK Economy

UK Economy Performance
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Q1 2022 RSM UK MMBI

Methodology
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RSM UK and The Harris Poll have 
collected data on middle market firms 
from a quarterly survey that began in 
the first quarter of 2021. The survey is 
conducted four times a year in the first 
month of each quarter: January, April, 
July and October. The survey panel, 
the Middle Market Leadership Council, 
consists of approximately 700 middle 
market executives and is designed 
to accurately reflect conditions in the 
middle market. The data for each quarter 
is weighted to ensure that it corresponds 
to analysis of Companies House data on 
the basis of industry representation.

A reading above 100 for the MMBI 
indicates that the middle market 
is generally expanding; below 100 
indicates that it is generally contracting. 
The distance from 100 is indicative 
of the strength of the expansion or 
contraction.

Data for this survey was collected 
between 10 January and 31 January 
2022. Information was collected online 
or via telephone from 415 executives 
meeting the set criteria.
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Contact us

Tom Pugh
RSM UK Economist 
thomas.pugh@rsmuk.com
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robert.donaldson@rsmuk.com

Kevin Depew
RSM US Deputy Chief Economist  
kevin.depew@rsmus.com

Joseph Brusuelas
RSM US Chief Economist 
joe.brusuelas@rsmus.com

Simon Hart
Lead International Partner
simon.hart@rsmuk.com

Discover the UK’s Real Economy

www.rsmuk.com/real-economy

https://www.rsmuk.com/real-economy
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