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The third quarter of 2025 was a story of resilience and sharp 
margin recovery. While single-quarter sales were volatile, SME 
manufacturers in the UK and Australia posted impressive 
Quarter-on-Quarter (QoQ) sales growth. This performance was 
achieved despite a challenging macro-environment and was 
defined by a decisive pivot to operational efficiency.

Faced with sticky inflation (UK 3.8%, AU 3.2%) and weaker 
new order sentiment – as reflected in contracting PMIs – small 
manufacturers focused on what they could control.

A contraction in lead times allowed managers in all regions to 
slash their purchasing volumes and run down stock on hand 
to protect cash flow. This strategic shift from “buffer-building” 
to “lean efficiency” was rewarded with a significant margin 
recovery in Australia and New Zealand (+3.2pp and +3.8pp QoQ 
respectively), and a solid gain in the UK (+1.3pp QoQ).

New Zealand manufacturers saw a significant quarterly sales 
pullback from Q2’s high, but followed the exact same operational 
playbook: cutting stock and POs to drive this margin rebound.

Executive Overview United Kingdom

Australia

New Zealand

•	 Sales: £412,608 per 
SME (+12.9% QoQ, 
-11.9% YoY)

•	 Profitability (GMP): 
39.7% (+1.3pp QoQ, 
+3.0pp YoY)

•	 Operating pattern: 
Lead days fell to 19 
(from 27), purchasing 
dropped -30.0% QoQ, 
and stock on hand 
reduced by -27.2% 
QoQ.

•	 Sales: A$625,400 per 
SME (+9.0% QoQ, -3.7% 
YoY)

•	 GMP: 39.2% (+3.2pp 
QoQ, +0.3pp YoY)

•	 Operating pattern: 
The most aggressive 
efficiency pivot, with 
lead days falling to 
16 (from 25), total 
purchase order values 
contracting -34.9% 
QoQ, and stock levels 
reduced by -32.8% 
QoQ.

•	 Sales: NZ$209,656 
per SME (-21.8% QoQ, 
-20.4% YoY)

•	 GMP: 39.9% (+3.8pp 
QoQ, +2.8pp YoY)

•	 Operating pattern: 
A significant sales 
consolidation, but a 
large margin recovery. 
Lead days fell to 16 
(from 23) and stock 
on hand was cut by 
-39.6% QoQ as firms 
preserved cash.

While single-quarter results are volatile, a 4-quarter rolling average 
reveals the overall trend. This view smooths out seasonal spikes and 
shows that all three regions experienced a period of peak annualised 
sales in Q2 2025, followed by a modest and shared consolidation in 
Q3.

This confirms that despite the quarter’s challenges, the long-term, 
year-on-year growth trajectory for manufacturers remains positive 
across the board. The annualised sales trend is up +1.8% YoY in the 
UK, +5.1% YoY in Australia, and +2.9% YoY in New Zealand.

The Long-Term View:

Annualised Sales Trend 
Shows Shared Consolidation



UK SMEs saw a solid +12.9% QoQ rebound in sales to £412,608, recovering from a 
softer Q2. While this was down -11.9% compared to a very strong Q3 2024, profitability 
saw a significant lift. Average Gross Margin Percentage (GMP) jumped +1.3pp from Q2 
(and +3.0pp YoY), landing at 39.7%. This successful margin recovery suggests firms 
took advantage of improving supply chains to reduce inventory spend while maintaining 
fulfilment levels.

UK SME 
Manufacturing Performance
Efficiency drive delivers strong margin recovery. Sales rebound QoQ.

Sales & Margins
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UK Small Manufacturer Sales Revenue
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The purchasing cycle swung decisively from “buffer building” to “lean efficiency.” After 
contending with lengthening lead times in Q2, firms saw supply chains speed up:
•	 Lead days contracted by -29.6% QoQ to just 19 days.
•	 Managers reacted immediately, slashing purchase order values by -30.0% QoQ and 

reducing Stock on Hand by -27.2% QoQ. This pivot to a leaner operational stance 
aligns with a challenging macro picture: the S&P Global UK Manufacturing PMI 
remained in contraction at 46.2 in September, and sticky CPI inflation (3.8%) made 
freeing up cash from excess stock a priority.

Purchasing Behaviour
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UK Small Manufacturer Lead Days
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UK Small Manufacturer Purchase Orders
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UK Small Manufacturer Stock on Hand

•	 Building and Construction: This sector saw a large +42.6% QoQ surge in sales, 
and a corresponding +8.2pp lift in GMP to 40.8%. This quarterly spike is not just a 
rebound; the 4-quarter rolling sales trend for the sector is up a very strong +14.0% 
YoY. This data suggests the sector is in a genuine, sustained boom, aligning with 
external reports of strong output on existing infrastructure and repair projects.

•	 Electrical and Electronic Components: This sector experienced a large 
contraction, with sales dropping -39.5% QoQ – albeit from a historically strong Q2 
result of £341,301 on average per SME – and POs falling -24.8% QoQ.

The UK’s small manufacturing base enters Q4 with a stronger margin position and a 
positive quarterly sales rebound, but faces potential headwinds from softening demand. 
With the Bank of England holding rates at 4% to combat inflation, the focus must remain 
on operational efficiency. Firms using up-to-date internal data to maintain this new, 
leaner inventory profile will be best placed to protect their hard-won margin gains.

Sector Watch

Unleashed’s Outlook



Australian SMEs posted a solid +9.0% QoQ sales increase to A$625,400 on average per 
business (down -3.7% YoY). Profitability was also a standout: GMP lifted by +3.2pp QoQ 
to 39.2%, a strong margin recovery. This suggests firms banked the benefit of efficiency 
drives as well as successfully passing on rising costs in a market that saw Q3 CPI jump to 
3.2% YoY, up from 2.1% in Q2.

Australian SME 
Manufacturing Performance
Sharp efficiency pivot delivers margin gains as inflation bites.

Sales & Margins
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Australian managers led the charge on efficiency. Q3 saw the sharpest operational 
tightening across the board:
•	 Lead days fell by -36.0% QoQ to just 16 days, a significant normalisation of supply 

chains.
•	 Purchasing spend saw the deepest cut of any region, falling -34.9% QoQ.
•	 Stock on Hand was cut by -32.8% QoQ as firms moved to release cash. This 

aggressive pivot to a “just-in-time” model was likely a direct response to the 
combination of shorter lead times, plus the first manufacturing PMI contraction of 
2025 (49.7 in October).

Purchasing Behaviour
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•	 Food: This sector was a standout performer, with sales booming by +42.1% QoQ. 
While this quarterly surge is impressive, the underlying 4-quarter rolling sales trend 
for the sector is up a more modest (but still healthy) +2.4% YoY. This aligns with 
external reports showing strong consumer demand for high-protein, functional, and 
“practical health” foods, as well as new Asia-Pacific flavours.

•	 Clothing, Footwear, Accessories: This sector saw a dramatic sales crash of -45% 
QoQ, with purchase orders also falling a sharp -60.7% QoQ.

With the RBA holding rates at 3.6% and inflation accelerating, cost control is paramount. 
The strength in the Food sector shows that growth is possible for those aligned with 
consumer trends. However, the contraction in clothing highlights a tough discretionary 
market. Manufacturers must leverage inventory data to understand their true cost-to-
serve and protect profitability.

Sector Watch

Unleashed’s Outlook
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New Zealand’s average sales per SME saw a sharp -21.8% QoQ consolidation to NZ$209,656 
(and down -20.4% YoY) following a relatively strong Q2 . This quarterly volatility is smoothed 
by the 4-quarter rolling sum, which shows a more modest -5.3% QoQ pullback but a still-
positive +2.9% YoY growth trend. Most critically, firms posted a +3.8pp QoQ rebound in 
GMP to 39.9%, successfully reversing Q2’s margin squeeze.

New Zealand SME
Manufacturing Performance
Sales fall after Q2’s high, but margins and efficiency rebound.

Sales & Margins
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New Zealand manufacturers displayed a return to caution. The sales slowdown allowed 
them to run down inventory and preserve cash:
•	 Lead days contracted by -30.4% QoQ to 16 days.
•	 Purchasing fell by -21.5% QoQ, as firms slowed replenishment.
•	 Stock on Hand was cut by a significant -39.6% QoQ. This operational tightening was a 

necessary response to a stagnant domestic market, evidenced by a manufacturing PMI 
of 49.9 (flat) and a rise in Q3 inflation to 3.0%.

Purchasing Behaviour
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•	 Electrical and Electronic Components: This sector saw a huge +58.1% QoQ spike 
in sales. In this case, the quarterly spike is a reflection of a large underlying trend: the 
4-quarter rolling sales for this sector are up an exceptional +95.9% YoY, suggesting a 
sustained boom.

•	 Building and Construction: The sector’s sales contracted by -31.8% QoQ. However, this 
appears to be a quarterly blip, as the 4-quarter rolling sales trend is up +23.9% YoY. This 
indicates that while Q3 was slow, the sector’s long-term performance remains robust, a 
crucial correction to narratives of a sustained downturn.

•	 Food: In stark contrast to Australia, the NZ Food sector saw a major contraction, with 
sales falling -39.4% QoQ. The 4-quarter rolling trend confirms this weakness, showing a 
-9.3% YoY decline. This reflects ongoing challenges for the sector, with external reports 
pointing to high supplier costs for key exports like dairy and meat.

The significant event for NZ manufacturers was the RBNZ’s decisive 50-point rate cut in early 
October, followed by a further cut in late November, bringing the OCR to 2.25%. This is a 
clear signal of stimulus. While current demand is soft and some sectors are struggling, the 
underlying annualised trend for key sectors like Construction and Electrical Components is 
relatively stable. This policy move is expected to provide significant relief to working capital 
and support a broader economic rebound in 2026.

Sector Watch

Unleashed’s Outlook
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The Great Efficiency Pivot: The third quarter saw manufacturers pivot 
in unison. Faced with weak new orders (as shown by contracting PMIs) 
and persistent cost pressures (sticky inflation), they used the breathing 
room from faster lead times to aggressively cut stock and purchasing. 
The “Just in Case” buffer-building of Q2 is over; Q3 was a return to “Just 
in Time” efficiency to protect cash and margins.

•	 Diverging Policy, Common Problem: The path forward is complex. 
The RBNZ is easing aggressively to stimulate growth, while the RBA 
and BoE remain on hold, more focused on inflation. Despite these 
different approaches, the core problem for manufacturers remains 
the same: how to protect profitability in a low-growth, high-cost 
environment.

•	 Focus for Q4 and beyond: The focus must be on operational 
excellence. This includes leveraging data for forecast-driven 
replenishment, protecting margins by tracking landed costs in real-
time, and identifying and converting excess stock (wasted capital) 
into cash. The global trend in industrial automation also points to a 
long-term focus on efficiency and doing more with less.

In an environment defined by margin pressure and operational 
pivots, Unleashed delivers the clarity, control, and confidence product 
businesses need to turn market caution into a competitive advantage.

•	 Protect Your Margins: In a market with sticky inflation and 
complex supply chains, Unleashed provides a single source of 
truth . You can see your true Gross Margin % by product and 
batch in real-time, factoring in all landed costs to make data-
driven decisions on pricing and production, instead of relying on 
guesswork.

•	 Achieve Lean Replenishment: As lead times normalise, you 
can stop tying up cash in excess stock. Unleashed helps you use 
forecast-driven reorder points and demand forecasting to 
match inventory perfectly to demand, freeing up capital that would 
otherwise be trapped in your warehouse.

•	 Enable Scalable Growth: This efficiency pivot requires team-wide 
confidence. Unleashed is powerful enough to run your entire 
operation but genuinely simple to use. We back this with an in-
house team of experts who care about your success, ensuring you 
see a rapid return on your investment and can focus on growth.

The Global Outlook: Q4 2025

How Unleashed Backs 
Your Success in Today’s 
Market


