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This quarterly review is developed and published by BEAMA as the representative trade association for
energy infrastructure and systems.

Setting the conditions for investment in our sector and supply chain for electrical products in the UK is an essential step in ensuring
we can deliver the UK's Net Zero targets. Noting the Government’s 2030 target to decarbonise our power sector, pressure is now
mounting to ensure we can build capacity across the UK supply chain and ensure cost effective delivery for the UK's energy
transition. There is significant scope for growth and the creation of jobs in the evolving low carbon industrial sector. This report is
aimed at providing a measure for how we are delivering against known targets and if we are on track to achieve the growth needed.

In this report:
Section 1 - Setting the scene: the Net Zero opportunity and the needs of our industry (page 3)

Section 2 — Latest evidence from the market (page 13)
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Introducing BEAMA
and the Opportunities
Through Electrification

The trade association for energy infrastructure
& systems, BEAMA is the UK manufacturing
representative body for the electrotechnical
sector, providing leadership, expertise and
independent influence in the areas of product
safety, performance, energy efficiency,
digitalisation and sustainability. Our activities
span a broad spectrum of technology groups,
from energy networks through to electrical
infrastructure and service technologies in the

built environment.
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Accelerating electrification is a fantastic opportunity for supply chain
investment, directly impacting UK GDP and job creation. Currently
our sector represents a turnover of £14bn with an additional £5bn of
exportst, employing 90,000 skilled workers? and has the potential to
address a £1tr global market opportunity?. This is estimated to lead to
400,000 new jobs by 2050 across multiple disciplines* but this will
only be realised if we:

Build consistency and fairness in policy and regulation.

Consider the wider electrification technology potential
for the built environment.

Accelerate investment in critical network and built
environment infrastructure through regulatory and
policy interventions.

Address the ‘spark gap’ created by the imbalance of
affordability between gas and electricity pricing.



https://www.ons.gov.uk/economy/economicoutputandproductivity/output/datasets/monthlybusinesssurveymbsturnoverofservicesindustries
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/datasets/workforcejobsbyindustryjobs02
https://www.mckinsey.com/capabilities/sustainability/our-insights/opportunities-for-uk-businesses-in-the-net-zero-transition
https://www.gov.uk/government/publications/british-energy-security-strategy/british-energy-security-strategy

Yselkla Farmer
CEO
BEAMA

Foreword

Investment in supply chains will be a determining
factor in the UK's ability to efficiently deliver on
our climate targets. We know investment in our
electricity system will be unprecedented to
deliver Clean Power by 2030 and electrify
transport and heat. For some BEAMA sectors this
could mean scaling up their production to 10
times® what it is today, and with that comes
great opportunities for the UK economy. The
investment requires profound changes to the
way we plan, manage and design our energy
system, we need to invest ahead of need and
share information and data across the supply
chain to ensure sound investment decisions that
will drive electrification and the delivery of UK
climate targets.

BEAMA has been analysing trends in our market closely for
over two decades, and we know our manufacturing sector
well. This helped us manage material and component
shortages throughout COVID and our supply chain has
continued to ensure supply to the UK energy sector despite
long lead times and dramatic fluctuations in the cost of
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shipping, raw materials and more. We are confident in the
strength of our supply chain today, but to transition to
the level of demand we know to expect is new territory
for us all and will require investment at home and abroad
to secure capacity in the supply chain for the UK energy
market. We see discussions about this ongoing in other
countries around the world and the UK is one of many
key energy markets with huge potential to grow. This will
however place increasing demand on key raw materials
and components.

We therefore want to start sharing more of our knowledge
of the electrical manufacturing supply chain, and

bringing this together with known statistics from other
sources, including Office for National Statistics (ONS),
Ofgem, DESNZ, NESO, to get a clearer idea of how we are
performing against projected take up in Electric Vehicles,
Heat Pumps, connections of solar and wind, take up of
flexibility contracts and smart meter rollout, as well as close
analysis of skills and employment needs for the industry.
Our aim is that this quarterly report can provide a measure
of success, a platform to share data that is publicly available
and create discussion around how we can improve delivery.
Importantly for BEAMA this is about providing a clearer
trajectory for the overall energy transition that companies
can plan and make decisions on investments against.

5 BEAMA, Energy Systems Catapult, Growing a supply chain for a net zero energy system, March 2022



https://www.beama.org.uk/campaign-themes/net-zero/growing-the-supply-chain-for-net-zero.html

Our members (@) *ACCELERATING

o\ P .
PNACRASTYLE] ADEY Acloro_’" QIco dltecnic &AQUAGEM AQUALISA
AIRFLOW/) [BRUSH] Bowers bhcmno . ng
ABp 2o — i DBWT :: CHAMELEON® ‘g
@ CCOMPLed Lo comsrom Cotherm DANCERS  WIBSKT
uuuuuu - . Continal + n
ELLIS =ssiEer emlites am EN' €0 &

HoldngPower e e s = ENGINEERING
oooooooo

O — —
GEWIES Ssmrrie e HENSEL OtitachiEnergy [LGIIE @) HOWREN  ®ora
Kamco Qg KALUZA  revefiold S@R Hgvcs vl e

R ENGINEER!
Formally Engineering Projects Develpoment Ltd m a r le C
renewable power

pmieedt @ 00 B e Ohme omazaat Y

S&C ELECTRIC COMPANY
Excellence Through Innovation

Data _ , . _
Srmners GgsMs i KM swarcong
ve las Y} f 4 Tailored Heat
rp /\." @ Supplies 1

RN
TREND GD W CgNIOG VANTRUNK A .
A\Il/74 T——— Warmup @ .
\N MS ENLEY| WAIMUP @ puiLie GRaname xylem Zaptec climote

WhISper UNDERFLOOR HEATING Let's Solve Water




@ #ACCELERATING

ELECTRIFICATION

amorduct WP AFE  AAtkore atlantic AuTEL -1BGEN
’ I «»
© % certas —thargepoint @ MYSON volution Landis, Ve
CEMBRE |Gyr A
- SONASE 2 Trilliant LAWSON FUSES A
esioential fechnologies by Schneider Electric c o& = | .
~ $NIBE IN OUR 5
FLEXEL |rhiead focus sb . A‘ PY moixa L1 Iegrand ©goia
| MEsErg)y Nf-Heat — STIEBELEOTRON Luey ) tecrc
\ iskraemeco €Fxams CABLEFLOW — —
“ @c"re SIEMENS =
¢ mmsuBisH electrium oo " 38 €O
mi'a AV N\.ELECTRIC A PEGLER @ a g
"N\ PRODUCTS Titona
n pOH\IT ‘ . ELECTRICAL
X Dimplex n resideo Honeywell ~ E‘:::[NM @ Sunamp
DSchlﬁte? |
° 0 j—] 3
‘@Vel rsinetic BPIeTEld TOSHIBA =¥ ()smwew VESTEL
= versatile ev c arging so utions GRUNDFOS
West Itron 11/
[SENTINEL] Automation grrvevian  Cercave)  @Valllant s

Schneider SECUE uponor :hager

zeh® ‘L CLIP m WILSON

POWER SOLUTIONS



has B | N

UK manufacturers want to invest, the UK is a good place to do
business, but compared to other markets the future is still unclear. We
lack the market drivers for electrification and Net Zero. BEAMA
members can't invest without stronger market signals. BEAMA have
presented a strong case for support for our supply chain under the UK
Industrial Strategy and we stand ready to work in partnership with
Government to deliver this programme.

Market Pulse provides a snapshot of a larger body of work as we work closely with
Government and other key stakeholders, including utilities, to analyse our market data
and build up the information we can share. Understanding the position of the UK's
electrotechnical and energy supply chain is the key to devising a successful industrial
strategy, to driving growth and investment in UK advanced manufacturing and to
delivering clean power. Market pulse provides the background to gaining the clarity
needed for an evidence-led policy and regulatory framework.

There is a lot of data we have that can help us understand what is needed from the market
today. The Future Energy Scenarios NESO databases is an important resource in setting the
benchmark for successful delivery but data on delivery is still patchy, and in some areas,
we are unable able to confidently analyse progress without more complete datasets and
monitoring. We comment on this in places in the report but will pick this up in more detail
with Government and stakeholders going forward as we develop this work.

What we hear from our members is they want to invest, the UK is a good place to do
business, but compared to other markets the future is unclear, there is little certainty, and
we lack clear market drivers for electrification and Net Zero overall that would incentivise
customers to engage in this market.

Our members simply can't invest without stronger market signals. We want to turn the
tide on this and, working in partnership, get us back in the race to Net Zero and secure
investment in the UK supply chain.

6 Future Energy Scenarios (FES) | ESO (nationalgrideso.com)


https://www.nationalgrideso.com/future-energy/future-energy-scenarios-fes

Policy Context

BEAMA's vision is for a low carbon, flexible and secure
energy system in the UK. Government policy aims
reflect a general sharing of this vision, and the Climate
Change Committee’s publications demonstrate its
importance in mitigating climate change with the UK
In a leadership role.

Accelerating electrification will be essential in the delivery of Labour’s Clean

Power by 2030 target, and this will be dependent on adequate investment
in supply chains. BEAMA also recognises the benefits to industry and the

wider economy from accelerating progress to our Net Zero targets through

electrification, but to date the policy package has not been sufficient to
improve the trajectory enough to give our industry greater confidence to
invest. This is reflected by reports from our members that:

o Other countries are more attractive for investment.

¢ In some markets manufacturers are leaving the UK due to
slow uptake of Net Zero-enabling technologies.

« Skills shortages are impeding capacity to deploy products.

¢ Inthe heat market not all Net Zero-enabling technologies

receive policy support and there is too much focus on a single

electrification solution.

e Uptake of flexible energy tariffs, which allow consumers to
maximise returns on investment, is too limited.

¢ There are a number of active policy barriers — both regulatory
and fiscal — that are holding back the heat electrification
market through market distortion.

Skills shortage and
insufficient installer
numbers impeding

progress Electricity slow uptake
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Current
difficultiesin
the supply

Technology chain
bias in low carbon in UK supply chains
heat market — VAT held back over other
relief and subsidy countries with
favouring certain clearer market
tech over others future

Inward investment

Inclusive VAT Accurate
relief and recognition
subsidy of product

framework benefits

VISION:

A low carbon,
Complete flexible and A market for

i secure ener sustainable
Smaprrtoh;l:e;;rmg system 24 industrial Manufacturers

products leaving the UK
market due to

Electricity grid price — levy
investment rebalancing

planning — and wholesale
reform RIIO review

Limited uptake
of flexible energy
tariffs to reduce

energy cost and
transition to
electric heat and
transport
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Given that policy and regulation is often cited as the number one influence
on investment decisions made by our members, it is clear that more needs
to be done. Our Market Pulse offers an important piece not only of insight
but also scrutiny, and adds a greater robustness to our appraisal of policy,
allowing others to also see what more they can contribute to the Net Zero
transition and industrial growth.

The coalescing of industry around positive action since the Net Zero target
was set by Governmentin 2019 was significant, so we know that targets
can help. Ambitions on zero emission vehicles, clean power and warm
homes are politically somewhat risky so commitment to these by the new
Government should not be underappreciated. However, we aim to help
policymakers better understand progress and the additional measures

that can help to achieve these. We welcome the establishment of new
institutions like Mission Control and Great British Energy to bring more
coherence to policymaking and momentum to progress, and hope to fully
engage with key decision makers.

Deliverability is all important. We cannot expect to suddenly turn on the tap
a day before a target’s deadline, especially when it can often take 7 years for
a manufacturing business to build a new factory. We therefore hope to see
steadily improving trends of network deployment, smart meter installations
and EV charging capacity growth, as well a paradigm shift towards
consistent retrofitting of buildings to be ready for low carbon heat. Our
surveys show that our industry intends to invest, but that the extent of this
is not yet transformational, capacity is not being maximised and optimism
remains cautious. Concerted measures to accelerate electrification still
have time to make significant improvements before 2030, but only if we
understand the current trajectory and act quickly to improve it.

1
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Growing the Supply Chain for arapULT
a Net Zero Energy System

The 6th Carbon Budget necessitates early action, BEAMA and Energy Systems Catapult

evidence demonstrates the Labour’s Clean Energy by 2030 Mission is the right way to go.

A
BEAMA conducted work with the Energy Systems E—
Catapult in 2022 which was the first of its kind to
understand what the future capacity requirements
would look like for the Supply Chain in delivering the
UKSs energy transformation. The results were profound
and clearly demonstrated the unprecedented demand
that will be placed on the supply chain and the
opportunity we have in building capacity in the UK.
Many of the barriers to investment identified in thi
work are still relevant today.

Our findings demonstrated clearly that meeting
the 6™ Carbon Budget necessitates early action
and the next 5-10 years will be a crucial period of
investment in manufacturing capacity for
electrical products to support the energy
transformation. We can therefore provide
evidence that Labour’'s Clean Energy by 2030 —— S ————— | =S
Mission is absolutely the right way to go and we '°”‘”'-"Zerog:§r'§ycs"j;,';m oo T e s LB e T
are publishing this work to support our
contribution to Mission Control.



https://www.beama.org.uk/static/d3e0bb5b-1374-4c41-b10a3818ff81e5fe/growing-the-supply-chain%20for-net-zero-energy-system%20.pdf
https://www.beama.org.uk/static/d3e0bb5b-1374-4c41-b10a3818ff81e5fe/growing-the-supply-chain%20for-net-zero-energy-system%20.pdf
https://www.beama.org.uk/static/d3e0bb5b-1374-4c41-b10a3818ff81e5fe/growing-the-supply-chain%20for-net-zero-energy-system%20.pdf
https://www.beama.org.uk/static/d3e0bb5b-1374-4c41-b10a3818ff81e5fe/growing-the-supply-chain%20for-net-zero-energy-system%20.pdf
https://www.beama.org.uk/static/d3e0bb5b-1374-4c41-b10a3818ff81e5fe/growing-the-supply-chain%20for-net-zero-energy-system%20.pdf
https://www.beama.org.uk/static/d3e0bb5b-1374-4c41-b10a3818ff81e5fe/growing-the-supply-chain%20for-net-zero-energy-system%20.pdf

BEAMA members say they can
meet the needs from the
electricity sector for a least
cost Net Zero future by 2050...

£3bn per annum investment
into domestic technologies
such as heat pumps, chargers
and storage prior to 2035

£7bn per annum investment
into electricity distribution
networks prior to 2035 -
including 20-40% increase in
lines, cables and substations

85% BEAMA members
surveyed expect to scale up by
20-100% to meet future needs,
with some expecting to scale

by 10x

The installer base for low carbon
heating needs to be
increased by a factor of 20

Growing the Supply Chain report
Project Overview

...but before they can invest,
there are several risks and
constraints faced by the sector
that need to be addressed...

The electricity system supply
chain is intemationally
competitive and complex

Uncertainty on directionin UK
policy has stalled investment

There is typically an
approximate five year lag time
between investmentand the
resultant scale up

Skills shortages in key sectors
are throttling demand

#ACCELERATING
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..that can be overcome
through a number of
recommendations from
BEAMA members:

Beyond the UK Net Zero
Strategy, develop further plans
on longer-term infrastructure

deploymentwith more detailed
supply chain needs

Form an industrial electricity
supply chain council, backed by
Government, which will
develop a 5-year plan to
support capital investment

Near-term finance to adequately
stimulate the market

Review of the regulatory and
planning system to enable
investmentahead of need

Plan to urgently tackle scarcity of
apprentices and support transfer
of skills from high carbon sectors
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SUMMARY | BUSINESS OPTIMISM | 2024 Q3 © #ACCELERATING

Business optimism growth bounced back to above the 5 year average

in 2024. Electricity networks sector seeing signs of growth

Optimism - Past 3 Months

Are you more, or less, optimistic than you were 3 months
BEAMA TRENDS SURVEY - Q3 2024

ago about the general business situation in your
industry?

BEAMA tracks the business optimism of members. After some low
points during 2022 and 2023, optimism growth bounced back to
above the 5 year average in 2024 and continued to improve in Q3.

There is a split in comments between members operating in the
electricity networks sector, who are seeing signs of growth and those
in the construction sector who are seeing less positive prospects.

Despite a general upward trend in optimism, signals for growth and
investment remain considerably behind what we would expect at a
time when we should be investing heavily in the energy market

transition. Also, many survey returns took place shortly before the -88

Budget announcements and so do not take into account the effects of
those changes. 2019 2020 2021 2022 2023 2024

Balance of Responses (% firms)
o
oN

It is clear that there is a great deal of work required to boost Source: BEAMA
confidence generally through the provision of a clearer and more
detailed framework and implementation framework for government
support for energy transition and electrification. We hope that the
results of the Invest 2035 Industrial Strategy work will deliver support
for our industry sector, Advanced Manufacturing and Clean Power to
enhance our members’ optimism.




CAPACITY UTILISATION | PAST QTR | 2024 Q3 © #ACCELERATING
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Average capacity utilisation came back to the 5-year average in Q3 of 2024.

Parts of the supply chain for electricity networks report operating at full capacity

What is your estimate of the current level of capacity
utilisation?

This asks BEAMA members the extent of their manufacturing capacity
that is fully utilised, i.e. what scope there would be to increase
production in the event of new orders arriving.

Capacity utilisation came back to the 5-year average in the past
quarter. While this is positive, with some sub-sectors facing high
levels of demand and most (91%) members reporting that they do not
reserve capacity for demand fluctuations. While members in some
sub-sectors, such as electricity networks infrastructure, anecdotally
report near full use of capacity it appears that others are facing
weaker levels of demand. It is notable that even the COVID
pandemic caused a drop in capacity utilisation of 11 points for a
quarter, indicating both the high levels of resilience in those
manufacturers and that increases in production tend to take many
quarters to build.

CAPACITY UTILISATION
BEAMA TRENDS SURVEY - Q3 2024
79 / \78/ IEN
78 78

77 L \ . \\AVG 76.4
-y K ____M__ 5 76———77—-

1 76 75/ 6”

74

68

Average Capacity Utlilization(%)

66
2019 2020 2021 2022 2023 2024

Source: BEAMA




ELECTRIFICATION

UNIT COST | BALANCE | PAST QUARTER @ #ACCELERATING

. . . COST IMPACT - ALL FACTORS
Unit Cost impact continues to drop to a 4-year BEAMA TRENDS SURVEY - Q3 2024

low. 93

How have unit costs during the current quarter changed
compare with the past 3 months?

Unit costs — the expenditure incurred by a company to
produce, store and sell one unit of a particular product or
service, can include raw materials, components, labour, energy,

logistics and transport. 36 37

28
Unit costs continued to drop to a new 4-year low, having been

the most significant issue reported by members for 2022 and

2023. While materials and component cost and availability 12

issues have diminished very significantly, members continue to 2019 2020 2021 2022 2023 2024
report problems cause by excessive costs for energy for

business use and especially current salary and employment

Balance of Responses (% firms)
[&)]
w
A Y

costs from wages, which will only be made worse by national Source: BEAMA
insurance increases in the recent Budget.




INVESTMENT INTENTIONS | NEXT 12 MONTHS | 2024 Q3 © #ACCELERATING
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. .. . . . INVESTMENT INTENTIONS - YEAR AHEAD
A slight reduction in positivity for investment BEAMA TRENDS SURVEY - Q3 2024

intentions for the next 12 months does not reflect 62
the electrification needs for the UK. Uncertainties
over demand and the assurance of future markets
are hindering investment and growth.

How will your capital investment change in the next 12 months?

This tracks BEAMA members’ intentions for investment in their UK
businesses.

Having had a modest uptick for Q2, 12-month investment intentions
somewhat stalled in Q3, while remaining positive. This may have been
partially the result of increased uncertainty following the General Election and i
lead-up to the government Budget announcements. Nevertheless, it clearly
does not indicate the high level of increased investment that will be required
to deliver sustained growth in Advanced Manufacturing or to provide Clean
Power by 2030 through electrification. Reports from our members confirm
that far greater certainty of demand is required and it is clear that the Invest Source: BEAMA
2035 Industrial Strategy process that is ongoing must deliver support for UK

advanced manufacturing and that assurance of sustained demand to stimulate

the investment levels required.

Balance of Responses (% firms)

2019 2020 2021 2022 2023 2024




INVESTMENT INTENTIONS | 5 YEAR VIEW | 2024 Q3 @ #A  ELE  ING

How do you expect your capital investment to change during the next 5

years in the following areas?

BEAMA members report universal plans to maintain or increase
investment over the next 5 years in all areas.

Having focused considerable investment in R&D in recent quarters, this
remains strong but there seems to be a widespread (88%) move to relay
those developments into direct product improvements. There is also an
equivalent (86%) level of attention to investment in plant and equipment.

It is important to bear in mind that R&D typically has lead times of 18
months to 3 years, while development of factory capacity and

Source: BEAMA

JUNGHEINRICH




