Manufacturing
Momentum

Regional Manufacturers in Focus

The latest CommBank Manufacturing Insights Report shows the industry is familiar with
disruption. Many are investing in becoming even more efficient, productive, and sustainable and
setting up for success beyond the current uncertainty. Assessing the priorities and perspectives of
regional manufacturers highlights the distinct operating conditions and areas of strategic focus.

Financial performance outlook spurs confidence

More than four in five manufacturers in regional locations expect increased revenues in the year
ahead. While most also anticipate rising costs, particularly in wages and capital equipment, this isn't
holding back confidence in business conditions.
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Top opportunities and challenges

While both regional and metropolitan manufacturers ranked cost pressures as some

of their top challenges, capacity constraints also ranked highly for regional players.
Examining the priorities ahead reveals many regional manufacturers have a strong focus
on sustainability initiatives.

Key challenges

Strategic priorities

(next 12 months) (next 12 months)
Regional Metropolitan Regional Metropolitan
1. Increasing 1. Increasing supplier | 1. Increase 1. Invest in new

overheads

2. Increasing
transport and
distribution costs

3. Increasing
capacity to keep
up with demand

costs

2. Increasing
overheads

3. Increasing
transport and
distribution costs

investment in
environmental
initiatives

2. Increase

investment in
social initiatives

3. Adapt processes
and systems to
drive efficiency,
productivity,
quality and
capacity

technology

2. Invest in sales
and marketing to
improve customer
acquisition and
retention

3. Review
partnerships with
suppliers and
partners

Growth orientation for the year ahead

In the next 12 months, a similar proportion of regional and metropolitan manufacturers are focused
on growth as well as maintaining their current trajectory.

Responding to persistent hurdles
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Mitigating rising costs

The tactics manufacturers use to
offset operational cost increases vary
depending on location. For regional
manufacturers, there is a skew
towards finding alternative suppliers
and materials, more efficient staff
rostering and reducing overheads and

restructuring debt.
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Supply chain issues

Relative to metropolitan manufacturers,
regional businesses are more than

twice as likely to say supply chain issues
significantly impact their ability to
operate at full capacity. Many also say it is
constraining cash flow. In response, they
are improving liquidity and diversifying

their supply chains.




Setting the pace for technology investment

Almost every regional manufacturer plans to lift technology spending in the year
ahead, and two in three intend to significantly increase investment. Across the
industry, process controls, implementing cloud-based applications and supply chain
and logistics technologies are the top targets for investment in the year ahead.
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An outsized focus on sustainable manufacturing

Manufacturers across the industry are investing in initiatives that tackle environmental, social and
governance issues and drive better business outcomes. Most regional manufacturers have targets
in place for diversity and carbon mitigation and are on track to achieve them. TThe top 3 targets
that have already been adopted:
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About the research

The Manufacturing Insights Report is based on the perspectives of 300 business decision-
makers and influencers across Australia. Aimost one in three are located in regional and rural
areas.

To view more insights from regional manufacturers and the tactics the industry is using to
navigate emerging challenges and opportunities, read the full report [here].

Things you should know: This report has been published for general information purposes only. As this information has been prepared without
considering your objectives, financial situation or needs, you should, before acting on this information, consider its appropriateness to your circumstances,
if necessary, seek professional advice. The Bank believes that the information in the report is correct and any opinions, conclusions or recommendations
are reasonably held or made, based on the information available at the time of its compilation, but no representation or warranty, either expressed or
implied, is made or provided as to accuracy, reliability or completeness of any statement made in the report. Any projections and forecasts are based
on a number of assumptions and estimates and are subject to contingencies and uncertainties. Different assumptions and estimates could result in
materially different results. The report refers to data sourced from an online survey of 300 manufacturers.

The survey was conducted by ACA Research on behalf of the Commonwealth Bank. All analysis and views of future market conditions are solely those
of the Commonwealth Bank. The Commonwealth Bank does not accept any liability for loss or damage arising out of the use of all or any part of the
Report.
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