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RSM UK has joined forces with Moody’s Analytics to produce a first-of-its-kind 
gauge of middle market business health. An important but under-studied part 
of the UK economy, the middle market is defined here as companies with annual 
revenues of £10 million to £750 million. There are close to 33,000 firms in the UK 
that fall into this category, and together they account for around 10 million jobs 
and one-third of private company turnover.

The significant role that middle market companies play in the UK economy 
makes them important to track on a real-time basis. Although geographically 
diverse and spanning all private industries, the middle market is also 
predominantly made up of privately held firms for which there are few good 
sources of timely, public information. A lot of surveys target large and small 
companies, for example, but very few poll middle market companies and their 
executives. As a result, their issues and needs are underrepresented in policy 
and economic discussions.

To bridge the information divide, RSM UK is polling executives of middle  
market companies to gain insight into how this part of the economy thinks  
and behaves. The RSM Middle Market Business Index is a comprehensive 
summary statistic of the state of the middle market that we construct from  
a subset of survey questions.



Background

Survey

Middle market firms are impossible to ignore, given their outsize contribution to the UK economy. Yet, historically, these 
companies have been hard to evaluate because of a lack of timely data and lack of agreement on what qualifies as a middle 
market company. To isolate the middle market, companies must be separated into three categories—small, medium and 
large. However, there is no one metric for comparing company sizes, and limits that define the middle market are not set.

Building on previous work done in the field, we use an upper limit of £750 million turnover and lower limit of £10 million 
turnover to define the middle market. To better understand the impact of this enormous economic segment, middle 
market executives are polled and a summary measure created to provide fresh insight into the middle market’s immediate 
prospects and the UK economy as a whole.

The survey, which kicked off in the first quarter of 2021, is conducted four times a year, in the first month of each quarter: 
January, April, July and October. The survey panel consists of approximately 700 middle market executives and is designed 
to accurately reflect conditions in the middle market.

The data for each quarter are weighted to ensure that they correspond to the analysis of Companies House data on the 
basis of industry representation. Using the Companies House data as the population of middle market firms, each survey 
respondent is assigned a weight based on the industry that the respondent belongs to so that results are representative 
of the middle market population. Each respondent is classified into an industry from the Standard Industrial Classification 
system (SIC) that is used by the Office for National Statistics.

1.	 Agriculture, forestry and fishing; 

2.	 Production, including mining, quarrying, manufacturing, 
electricity, gas, steam and air conditioning supply, water 
supply, sewerage, waste management, and remediation; 

3.	 Construction; 

4.	 Wholesale and retail trade of motor vehicles and 
motorcycles, including repair of motor vehicles and 
motorcycles;

5.	 Wholesale trade, except of motor vehicles and motorcycles;

6.	 Retail trade, except of motor vehicles and motorcycles; 

7.	 Transportation and storage; 

8.	 Information and communication; 

9.	 Financial and insurance activities; 

10.	 Real estate activities;

11.	 Professional, scientific and technical activities; 

12.	 Administrative and support service activities; 

13.	 Education; 

14.	 Human health and social work activities; 

15.	 Arts, entertainment, and recreation; and 

16.	 Accommodation and food service activities.

Companies are classified into the following SIC private industries: 



Index

The RSM Middle Market Business Index, or MMBI, is created from the subset of questions in the survey that ask 
respondents to report the change in a variety of indicators. Respondents are asked a total of 20 questions patterned after 
those in other business surveys.

The 20 questions relate to changes in various measures of their business, such as turnover, profits, capital expenditures, 
hiring, employee remuneration, prices paid, prices received and stock. There are also questions that pertain to the economy 
and outlook, as well as to credit availability and borrowing. For ten of the questions, respondents are asked to report the 
change from the previous quarter; for the other ten they are asked to state the likely direction of these same indicators six 
months ahead (see below).

1.	 What are your expectations regarding the general economy?

2.	 What are your expectations regarding your business’s turnover?

3.	 How would you describe the level of your most recent quarter net profits results?

4.	 What are your expectations regarding your business’s total capital expenditures or investments?

5.	 What are your expectations regarding your business’s overall recruitment?

6.	 How would you describe the current employee remuneration level on average?

7.	 How would you describe current access to finance?

8.	 What are your expectations regarding your business’s planned borrowing?

9.	 How would you describe the current general level of prices received?

10.	 What are your expectations regarding your business’s planned stock levels?

RSM Middle Market Business Index Questions: 



Index (continued)

The responses to each question are reported as diffusion indexes. Diffusion indexes have the properties of leading 
indicators and are convenient summary measures showing the prevailing direction of change and the scope of change. 
Participants are asked whether something has changed, and if so, in which direction. Respondents are allowed five choices 
in their answers; two positive, two negative, and ‘no change’. The two options for positive and negative responses are 
treated equally in the calculation. Participant responses of ‘no change’ do not enter into the calculation.

The questions to construct the index are symmetric, such as whether the respondent expects the economy to be better 
or worse in the next six months and whether there are plans to increase or decrease the number of people working for 
the firm. Responses are raw data and are never revised. A balance variable or diffusion index is formed for each of the ten 
questions in the index. The percent of unfavourable responses is subtracted from the percent of the favourable responses 
to provide a net percent variable.

The MMBI is a composite index computed as an equal weighted sum of the diffusion indexes for ten survey questions plus 
100 to keep the MMBI from becoming negative. The index is designed to capture both current and future conditions, with 
five questions on respondents’ recent experience and five on their expectations for future activity.
The MMBI, for period t, can be derived using the following equation:

Over the course of a year, respondents’ answers to index questions may undergo regularly occurring fluctuations.  
To the extent that these fluctuations are seasonal events that follow a regular pattern, their influence on the index can  
be tempered by adjusting for regular seasonal variation. 

Thus, once enough observations exist, each question in the index will be seasonally adjusted when stable seasonality is 
detected. The seasonal adjustment will be based on the US Census Bureau’s X-13 additive procedure and will use a logistic 
transformation.

For this adjustment the ‘increase’ and ‘decrease’ percentage components of each index question will be tested for 
seasonality separately and adjusted accordingly if such patterns exist. The component will be left unadjusted if no 
seasonality is detected.

Data are adjusted using a logistic transformation. The ‘not seasonally adjusted’ series, expressed in decimal form and 
referred to as NSA, is transformed using the following equation:
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The seasonal factor is then subtracted from X:

The result is transformed using the following equation:

A d j X  =  X  -  Seasonal factor

S a  series =
exponential  ( a d j X )

1 + exponential  ( a d j X )

One advantage of diffusion indexes is that they are easy to interpret. 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.

Information content

One way to determine whether a survey can provide useful information is to look at how well similar surveys have 
explained or predicted activities in the past. Since the MMBI is constructed using a set of questions that are patterned 
after those in other widely followed business surveys, there is good reason to believe that the MMBI will prove valuable in 
explaining and predicting the performance of the middle market economy.

Forecasters and policymakers alike look to surveys, such as those from the Confederation of British Industry (CBI) and 
the Purchasing Managers’ Index (PMI) from IHS/Markit, for predictive insight into the parts of the economy that they aim 
to represent. Often, these are also useful guides to the direction of the economy as a whole, making them valuable for 
forecasters and policymakers.

The MMBI will fill a gap in coverage of the middle market and enhance our understanding of the middle market. For 
example, because middle market firms have played such a critical role in the job creation process in recent years, the MMBI 
employment measures should have a strong relationship to measures of aggregate employment growth and other labour 
market indicators.

The collective actions of middle market firms have a major impact on the UK economy. The economic indicators pioneered 
by CBI and the IHS/Markit indices are shown to have strong empirical relationships to important economic measures, such 
as growth in GDP, unemployment and inventory investment. Over time, the MMBI will be similarly useful as an indicator of 
the middle market and economy as a whole.



About Moody’s Analytics

Moody’s Analytics provides financial intelligence and analytical tools supporting our clients’ growth, efficiency 
and risk management objectives. The combination of our unparalleled expertise in risk, expansive information 
resources, and innovative application of technology helps today’s business leaders confidently navigate an 
evolving marketplace. We are recognised for our industry-leading solutions, comprising research, data, software 
and professional services, assembled to deliver a seamless customer experience. Thousands of organizations 
worldwide have made us their trusted partner because of our uncompromising commitment to quality, client 
service, and integrity.

Concise and timely economic research by Moody’s Analytics supports firms and policymakers in strategic planning, 
product and sales forecasting, credit risk and sensitivity management, and investment research. Our economic research 
publications provide in-depth analysis of the global economy, including the U.S. and all of its state and metropolitan areas, 
all European countries and their subnational areas, Asia, and the Americas. We track and forecast economic growth and 
cover specialised topics such as labour markets, housing, consumer spending and credit, output and income, mortgage 
activity, demographics, central bank behaviour, and prices. We also provide real-time monitoring of macroeconomic 
indicators and analysis on timely topics such as monetary policy and sovereign risk. Our clients include multinational 
corporations, governments at all levels, central banks, financial regulators, retailers, mutual funds, financial institutions, 
utilities, residential and commercial real estate firms, insurance companies, and professional investors.

Moody’s Analytics added the economic forecasting firm Economy.com to its portfolio in 2005. This unit is based in West 
Chester PA, a suburb of Philadelphia, with offices in London, Prague and Sydney. More information is available at  
www.economy.com.

Moody’s Analytics is a subsidiary of Moody’s Corporation (NYSE: MCO). Further information is available at www.
moodysanalytics.com.

DISCLAIMER: Moody’s Analytics, a unit of Moody’s Corporation, provides economic analysis, credit risk data and insight, 
as well as risk management solutions. Research authored by Moody’s Analytics does not reflect the opinions of Moody’s 
Investors Service, the credit rating agency. To avoid confusion, please use the full company name “Moody’s Analytics”, 
when citing views from Moody’s Analytics.



About Moody’s Corporation

Moody’s Analytics is a subsidiary of Moody’s Corporation (NYSE: MCO). MCO reported revenue of $5.4 billion in 2020, 
employs more than 11,400 people worldwide and maintains a presence in more than 40 countries. Further information 
about Moody’s Analytics is available at www.moodysanalytics.com.

© 2022 Moody’s Corporation, Moody’s Investors Service, Inc., Moody’s Analytics, Inc. and/or their licensors and affiliates 
(collectively, “MOODY’S”). All rights reserved.

CREDIT RATINGS ISSUED BY MOODY’S CREDIT RATINGS AFFILIATES ARE THEIR CURRENT OPINIONS OF THE RELATIVE 
FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND MATERIALS, 
PRODUCTS, SERVICES AND INFORMATION PUBLISHED BY MOODY’S (COLLECTIVELY, “PUBLICATIONS”) MAY INCLUDE 
SUCH  CURRENT OPINIONS. MOODY’S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS 
CONTRACTUAL FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINAN-CIAL LOSS IN THE EVENT 
OF DEFAULT OR IMPAIRMENT. SEE APPLICABLE MOODY’S RATING SYMBOLS AND DEFINITIONS PUBLICATION FOR 
INFORMATION ON THE TYPES OF CONTRACTUAL FINANCIAL OBLIGATIONS ADDRESSED BY MOODY’S CREDIT RATINGS. 
CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET 
VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS, NON-CREDIT ASSESSMENTS (“ASSESSMENTS”), AND OTHER 
OPINIONS INCLUDED IN MOODY’S PUBLICATIONS ARE NOT STATE-MENTS OF CURRENT OR HISTORICAL FACT. MOODY’S 
PUBLICATIONS MAY ALSO INCLUDE QUANTITATIVE MODEL-BASED ESTIMATES OF CREDIT RISK AND RELATED OPINIONS 
OR COMMENTARY PUBLISHED BY MOODY’S ANALYTICS, INC. AND/OR ITS AFFILIATES. MOODY’S CREDIT RATINGS, 
ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL 
ADVICE, AND MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS ARE NOT AND DO NOT 
PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. MOODY’S CREDIT RATINGS, 
ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS DO NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT 
FOR ANY PARTICULAR INVESTOR. MOODY’S ISSUES ITS CREDIT RATINGS, ASSESSMENTS AND OTHER OPINIONS AND 
PUBLISHES ITS PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE 
CARE, MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSID-ERATION FOR PURCHASE, 
HOLDING, OR SALE. 

MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS, AND PUBLICATIONS ARE NOT INTENDED FOR USE BY 
RETAIL INVESTORS AND IT WOULD BE RECKLESS AND INAPPROPRIATE FOR RETAIL INVESTORS TO USE MOODY’S 
CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS OR PUBLICATIONS WHEN MAKING AN INVESTMENT DECISION. IF IN 
DOUBT YOU SHOULD CONTACT YOUR FINANCIAL OR OTHER PROFES-SIONAL ADVISER.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW, AND 
NONE OF SUCH IN-FORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, 
TRANSFERRED, DISSEMINATED, REDISTRIB-UTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH 
PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON 
WITHOUT MOODY’S PRIOR WRITTEN CONSENT.

MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND PUBLICATIONS ARE NOT INTENDED FOR USE BY ANY 
PERSON AS A BENCH-MARK AS THAT TERM IS DEFINED FOR REGULATORY PURPOSES AND MUST NOT BE USED IN ANY 
WAY THAT COULD RESULT IN THEM BEING CONSIDERED A BENCHMARK.



About Moody’s Corporation (continued)

All information contained herein is obtained by MOODY’S from sources believed by it to be accurate and reliable. Because of 
the possibility of human or mechanical error as well as other factors, however, all information contained herein is provided 
“AS IS” without warranty of any kind. MOODY’S adopts all necessary measures so that the information it uses in assigning 
a credit rating is of sufficient quality and from sources MOODY’S considers to be reliable including, when appropriate, 
independent third-party sources. However, MOODY’S is not an auditor and cannot in every instance independently verify 
or validate information received in the rating process or in preparing its Publications.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors and 
suppliers disclaim liability to any person or entity for any indirect, special, consequential, or incidental losses or damages 
whatsoever arising from or in connection with the information contained herein or the use of or inability to use any such 
information, even if MOODY’S or any of its directors, officers, employees, agents, representatives, licensors or suppliers 
is advised in advance of the possibility of such losses or damages, including but not limited to: (a) any loss of present 
or prospective profits or (b) any loss or damage arising where the relevant financial instrument is not the subject of a 
particular credit rating assigned by MOODY’S.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives, licensors and 
suppliers disclaim liability for any direct or compensatory losses or damages caused to any person or entity, including but 
not limited to by any negligence (but excluding fraud, willful misconduct or any other type of liability that, for the avoidance 
of doubt, by law cannot be excluded) on the part of, or any contingency within or beyond the control of, MOODY’S or any 
of its directors, officers, employees, agents, representatives, licensors or suppliers, arising from or in connection with the 
information contained herein or the use of or inability to use any such information.

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR 
FITNESS FOR ANY PARTICULAR PURPOSE OF ANY CREDIT RATING, ASSESSMENT, OTHER OPINION OR INFORMATION IS 
GIVEN OR MADE BY MOODY’S IN ANY FORM OR MAN-NER WHATSOEVER.

Moody’s Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody’s Corporation (“MCO”), hereby 
discloses that most issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial 
paper) and preferred stock rated by Moody’s Investors Ser-vice, Inc. have, prior to assignment of any credit rating, agreed 
to pay to Moody’s Investors Service, Inc. for credit ratings opinions and services rendered by it fees ranging from $1,000 
to approximately $5,000,000. MCO and Moody’s Investors Service also maintain policies and procedures to address 
the independence of Moody’s Investors Service credit ratings and credit rating processes. Information regarding certain 
affiliations that may exist between directors of MCO and rated entities, and between entities who hold credit ratings from 
Moody’s Investors Service and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is 
posted annually at www.moodys.com under the heading “Investor Relations — Corporate Governance — Director and 
Shareholder Affiliation Policy.”  



About Moody’s Corporation (continued)

Additional terms for Australia only: Any publication into Australia of this document is pursuant to the Australian Financial 
Services License of MOODY’S affiliate, Moody’s Investors Service Pty Limited ABN 61 003 399 657AFSL 336969 and/
or Moody’s Analytics Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as applicable). This document is intended to 
be provided only to “wholesale clients” within the meaning of section 761G of the Corporations Act 2001. By continuing 
to access this document from within Australia, you represent to MOODY’S that you are, or are accessing the document 
as a representative of, a “wholesale client” and that neither you nor the entity you represent will directly or indirectly 
disseminate this document or its contents to “retail clients” within the meaning of section 761G of the Corporations Act 
2001. MOODY’S credit rating is an opinion as to the creditworthiness of a debt obligation of the issuer, not on the equity 
securities of the issuer or any form of security that is available to retail investors.

Additional terms for Japan only: Moody’s Japan K.K. (“MJKK”) is a wholly-owned credit rating agency subsidiary of 
Moody’s Group Japan G.K., which is wholly-owned by Moody’s Overseas Holdings Inc., a wholly-owned subsidiary of 
MCO. Moody’s SF Japan K.K. (“MSFJ”) is a wholly-owned credit rating agency subsidiary of MJKK. MSFJ is not a Nationally 
Recognized Statistical Rating Organization (“NRSRO”). Therefore, credit ratings assigned by MSFJ are Non-NRSRO Credit 
Ratings. Non-NRSRO Credit Ratings are assigned by an entity that is not a NRSRO and, consequently, the rated obligation 
will not qualify for certain types of treatment under U.S. laws. MJKK and MSFJ are credit rating agencies registered with the 
Japan Financial Services Agency and their registration numbers are FSA Commissioner (Ratings) No. 2 and 3 respectively.
MJKK or MSFJ (as applicable) hereby disclose that most issuers of debt securities (including corporate and municipal 
bonds, debentures, notes and commercial paper) and preferred stock rated by MJKK or MSFJ (as applicable) have, prior 
to assignment of any credit rating, agreed to pay to MJKK or MSFJ (as applicable) for credit ratings opinions and services 
rendered by it fees ranging from JPY100,000 to approximately JPY550,000,000.

MJKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements.



rsmuk.com
The UK group of companies and LLPs trading as RSM is a member of the RSM network. RSM is the trading name used by the members of the RSM network. Each member of the 
RSM network is an independent accounting and consulting firm each of which practises in its own right. The RSM network is not itself a separate legal entity of any description in 
any jurisdiction. The RSM network is administered by RSM International Limited, a company registered in England and Wales (company number 4040598) whose registered office 
is at 50 Cannon Street, London EC4N 6JJ. The brand and trademark RSM and other intellectual property rights used by members of the network are owned by RSM International 
Association, an association governed by article 60 et seq of the Civil Code of Switzerland whose seat is in Zug.

RSM UK Corporate Finance LLP, RSM UK Restructuring Advisory LLP, RSM UK Risk Assurance Services LLP, RSM UK Tax and Advisory Services LLP, RSM UK Audit LLP, RSM UK 
Consulting LLP, RSM Northern Ireland (UK) Limited and RSM UK Tax and Accounting Limited are not authorised under the Financial Services and Markets Act 2000 but we are able 
in certain circumstances to offer a limited range of investment services because we are licensed by the Institute of Chartered Accountants in England and Wales. We can provide 
these investment services if they are an incidental part of the professional services we have been engaged to provide. RSM UK Legal LLP is authorised and regulated by the 
Solicitors Regulation Authority, reference number 626317, to undertake reserved and non-reserved legal activities. It is not authorised under the Financial Services and Markets 
Act 2000 but is able in certain circumstances to offer a limited range of investment services because it is authorised and regulated by the Solicitors Regulation Authority and may 
provide investment services if they are an incidental part of the professional services that it has been engaged to provide. Whilst every effort has been made to ensure accuracy, 
information contained in this communication may not be comprehensive and recipients should not act upon it without seeking professional advice.

© 2022 RSM UK Group LLP, all rights reserved. 8055


