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SUMMARY (1)

Manufacturing gloom overshadows first
signs of stability in Yorkshire econom

CHANGE Q1
REGIONAL SUMMARY ONQ4 2009

e Home sales fall t@d32, down 1% on the previous quarter

o Export sales drop a further 2% @21

« Employment balance unchanged on previous quarte2@t

« Confidence has increased by 6% from previous quarté2®

o Cashflow remains weak with 50% reporting a worsening position

Manufacturing businesses in the region are bearing the brunt of the alarming slump in the global (‘
economy but Yorkshire & Humber is holding up better than other regions of the UK according CONFIDENCE A 29
to new figures from the Chambers of Commerce in Yorkshire & Humber.

Y&H MANUFACTURING
The recession continues to hit a majority of businesses in the region hard although the number of firms directly

affected appears to have stabilised in the first quarter of the year. The pace of deterioration has slowed rapidly T 220

in service sectors and confidence indicators have improved for the first time since 2007. However, the mahu- .
facturing balances are the worst on record and continued to decline in the first quarter of the year. Despite HOME SALE -46
the fact that Yorkshireds r4bneupbrasalésdel 8ymid4 anchtheenanu-f ¢ | | a furt hes 7%

facturing employment indicator fell 4% & 9, our regionds key indicatori|s p@(PQRJ ?%E 4 gt

average. EMPLOYMEN -29

The overall results for Yorkshire & Humber showed sales, orders, cashflow and confidence indicators remain INVESTMENT .30
very weak and deep in negative territory but the sharp falls throughout 2008 appear to be levelling off. The —
number of businesses directly affected by the recession was rising sharply quarter on quarter for a year,|but CONFIDENCE -36
this trend now appears to be reaching the bottom. However, those companies who are affected continue|to ~—
report falling sales and weakening cashflow which remains the big concern if the recession is prolonged.

The figures come from the Chambers of Commerce in Yorkshire & Humber as part of the Quarterly Economic
Survey for the first quarter of 2009. A record 867 companies from the region completed the survey during the
period from 23 February to 16 March 2009.

(Continued on pagé)

KEY INDICATORS

Q1 CHANGE CHANGE Q4 Q3 Q2 Q1
2009 ONQ4 ONYEAR 2008 2008 2008 2008

HOMESALE@ 32 | 1%  -50% | -31 -15 +3 +18 |Page 6

-21 -2% -34% | -19 -3 +8 +13 |Page7

-20 0% -32% | -20 -3 +7 +12 |Page8

31 | 5% -43% | -36 -17 -4 +12 |[Page 10

26 | +6% 94% | 32 -7 +5 +28 |Pagell

-4 -5% -43% +1 +31 +36 +39 |Page 10
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SUMMARY (2)

XD
53 PRICE PRESSURES
- CHANGE Q1
ON Q4 2009

PAY SETTLEMENT 14%

RAW MATERIALS

FINANCE COSTS

OTHER OVERHEAD 42%

B Balance ® Services ¥ Manufacturing ® Change

OVERVIEW OF KEY INDICATORS

The chart above shows the first quarter net balances and change since the previous quarter for key indicators in Yotshite®& It shows that most indicators

remain in negative territory for both services and manufacturing but that the rate of change since the final quarter édsiglaficantly. There has also been a mo EXTERNAL CONCERNS
est improvement in some balances such as capital investment, up 5%, turnover expectations, up 7% and profit expecéiorwgver, it should be noted that ARROW SHOWS CHANGE FROM Q4
these balances remain very weak overall. The chart also shows that sales, orders and confidence indicators are worfsturimgseactors. Other balances such &
cashflow and investment are broadly the same for both sectors.
CHANGE Q1
ONQ4 2009

(Continued from page)

The key findings for the first quarter of the year were as follows: INFLATION @ 43%
. _ _ COMPETITION 32%
e Home sales remained weak with a balance @2 (21% reported sales increases compared to 53% repoft-
ing decreases). However, the more encouraging news is that this balance fell only 1% since the previowscHaNGE RATE 28%
quarter compared to falls of 16%, 12%, 15% and 7% over the previous four quarters suggesting the breadth of
the recession, in terms the number of businesses affected, may be levelling off. Although 56% of businesse®USINESS RAT@ 28%
reported decreases in theisrder books , the net balance showed a marginal improvement fret2 to 638.
INTEREST RATE| 20%
e Export sales were broadly unchanged on the previous quarter with 18% of businesses reporting sales in-
_ ) CORPORATE TAXE 18%
creases and 39% reporting decreaseésport order books weakened slightly from a balanced2® to 626.

e TheEmployment indicator was stable in terms of the number of firms altering the size of their workforce.
11% of businesses increased their workforce compared to 31% who reduced it. This bal@2Cei®fdenti-
cal to the previous quarter. There was an improvemeneimployment expectations for the next quar-
ter with 23% expecting to cut jobs in the coming months, down from 31% the previous quarter.

e Cashflow is generally unchanged on the previous quarter with 50% of businesses reporting deteriorating
cashflow. 74% of businesses were operating below capacity in the first quarter. Investment indicators remain
weak but did show some improvement wittapital investment up 5% to a net balance 681 andinvest-
ment in training up 10% tod14.

e The very sharp falls in business confidence reported since the end of 2007 have started to bottom out|with
an improvement iriurnover expectations  from 621 to 814 andprofitability expectations  up from 332
to 826. However, these balances are still very low and it is far too early to interpret these figures as a recov-
ery as the quarter 4 figures for 2008 were almost as low as such indicators could go.

Economic Review Yorkshire & Humber, First Quarter 2009 3



SUMMARY (3)

HOME SALES EMPLOYMENT INVESTMENT CONFIDENCE
Q1 2009 Q1 2009 Q1 2009 Q1 2009
NB: All figures are unweighted Services Manu. Services Manu.
‘_ -22 52 | -16 33 | 22 39 | 2 36 |
Region
T N N
Scotland
North East -23 -50 -12 -27 -30 -59 -19 -32
North West -30 -51 -14 -28 -19 -25 -25 -47
East Midlands -28 -44 -12 -32 -22 -36 -18 -44
West Midlands -32 -57 -20 -33 -16 -26 -14 -42
Wales -20 -67 -6 -23 -11 -16 -15 -41
East of England -14 -42 -8 -18 -14 -22 -12 -51
South East -21 -46 -9 -25 -21 -27 -12 -48
South West -31 -38 -14 -20 -26 -22 -23 -33
London -16 -20 -15 -24 -21 -10 -26 -23
Northern Ireland

\------

Chamber

Barnsley & Rotherham

Bradford -15 -57 -20 -39 -21 -44 -20 -63
Doncaster -10 -37 1 -19 -23 -23 -9 -17
Hull & Humber -23 -69 -10 -54 -32 -45 -24 -32
Leeds -40 -39 -30 -27 -48 -30 23 -19
Mid Yorkshire -40 -40 -23 -26 -28 -23 -33 -46
Sheffield -16 -35 -12 -9 -50 5 23 -8
York & NY -18 -55 5 -25 -29 -35 -19 -50

(Continued from pag®)

Richard Wightman, President of Yorkshire & Humber Chambers of Commerce commented:

"The manufacturing figures are a major cause for concern for our region. Yorkshire is far from alone exp
worrying trends, indeed our firms are performing better than the national averages on key indicators, but
remains more important to us than most other regions. The damage to businesses and jobs is causing acu
now looks set to continue over the coming months."

"Overall, the figures for our region are still very weak but there are some signs that the service sectorsbre S
lise. The rate of decline is slowing but it would be premature to talk about any kind of recovery as a majerity
are still reporting falling sales, orders and confidence. However, we should be encouraged that the number
pessimistic about the future has stopped increasing for the first time in more than a year."

"The cashflow position of half of all respondents continued to worsen in recent weeks and this remains the
the recession extends into the second half of the year. The painfully slow stabilisation of the financial syst
big problem. Weak cashflow and scarce credit is a potentially lethal combination for otherwise good busine

ABOUT THE SURVEY

Yorkshire & Humber Chambers of
Commerce Economic Review is the
largest regular business trends survey
the region. The survey is conducted
every quarter by the Chambers of Comt
merce in the region and is also part of
the highly respected British Chambers pf
Commerce Quarterly Economic Survey.

=]

The balance figures used throughout thi
survey are calculated by subtracting the
number of companies that report a
decrease in sales, orders, cashflow etc
from those that report an increase. A
positive balance would therefore reflect
the fact that more companies than not
report an increase quarter to quarter.

All figures are actual numbers from
respondents and are unweighted (unle:
specified) in relation to the size of busi-
ness and distribution of their sector
across the region.
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COMMENT

Richard
WIGHTMAN

YHCC PRESIDENT

Like it or not, the banks are key to recovery

The first quarter of the year has certainly been very tough for many businesses and people who have been
innocent ©O6victimsd of the global deterioration i
ter backs up other recent evidence that the pace of the downturn is easing but all key indicators remain neg

It would be premature to start talking about recovery as we are still very much in the depths in the recession.

The three key questions are how broad, how deep and how long? This survey suggests the we may be hitt
bottom in terms of the breadth of the recession as the number of companies affected has generally stopped
creasing for the first time in over a year. The most important variable therefore is how badly these firms will

affected and how long it will last. One lesson of the economic crisis is to avoid predictions which can quickly

out to be false but one thing is clear. The depth and length of the recession will be influenced by the extent
which our banking institutions recover and their ability and willingness to get finance moving to viable borro

Whilst much public anger is focused at the banks this mustn't hide some basic truths. First, however tempti

to bash the banks we need them to succeed. This crisis has proved just how much our economy relies on g

strong banking sector to lend to viable businesses and sensible consumers. As taxpayers we all now have
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sive shareholder stake in key banks and have a massive potential liability if they don't recover. The financial ser-
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Second, those responsible for regulatory systems in the UK and around the world failed in their duty to spot
financial crisis and must take their share of responsibility. We therefore support steps to avoid any future re
of the current crisis, and this includes a hones
Cityd and Westminster in the future.

Thirdly, economic policy makers in the UK failed to counter the pressures businesses were facing throughou
2008, before the near collapse of the banking crisis last autumn. Business confidence starting falling sharpl
final quarter of 2007 as rising inflation and sky high raw material and energy costs hit the economy hard. Th
was a lack of action throughout this period which left businesses weaker when the financial crisis took hold.

Finally, a two pronged strategy for short term recovery is needed. We support the actions taken to stabilise
banking system and get credit moving again. This is at the root of the problem, but it has now spread more
and cashflow is the key concern. Accessing credit is of limited use to businesses whose income has collaps
to falling sales and orders. Restoring confidence in the economy and increasing demand is as important to
nesses and will reduce their vulnerability to scarce credit.

Colleagues in Chambers across the region have called on the Chancellor to take various actions to help bug
such as scrapping the proposed rise in national insurance, reinstating rate relief on empty properties and tak
tough decisions on the public finances. Perhaps the most important is taking firm action to help businesses
credit insurance. Lord Mandelson promised action in January and the need is now even more pressing, esg
as a prolonged downturn will put an increasing number of businesses into difficulty.

We are in the depths of recession but we should try to retain a sense of perspective and optimism. Therd

long road to recovery ahead, but we may look back at this quarter as the lowest point of the recession.
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SALES AND ORDERS

Sales fall sharply again in UK mark
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HOME SALES FOR YORKSHIRE & HUMBER BUSINESSES 2004 -2009

Home sales fall a further 1% t82

Home orders rise by 4% te38

Service sector export salesl8) and orders {20) improve by 4% and 8%
Manufacturing sales fall by 7%346 in UK markets and 8% 624 for exports

The recession continued to hit sales and orders for businesses across the region, although very
different trends were reported by firms in manufacturing and service sectors.

The four key measures of home sales, home orders, export sales and export orders are all very weak a
falling very significantly into negative territory over recent quarters. However, in the first quarter of the yeal
there was some improvement for service sector firms by each of these measures. Home sales improved by

et

Y&H MANUFACTURING

CHANGE
ON Q4

Q1
2009

EXPORT SALE

EXPORT ORDER

Y&H SERVICES

CHANGE
ON Q4

I
4%

on the previous quarter, home orders rose 9%, export sales were up 4% and export orders increased by 8%.

In direct contrast, each of these indicators worsened for manufacturers by 7% for home sales, 6% for hg
orders, 8% for export sales and 18% for export orders.

Whilst individual figures for any one quarter must be viewed with caution, the trend of modest improvement
service sectors and further declines for manufacturing trends is very clear in this quarter. However, the
were some significant variations across the region, for example in Leeds where manufacturers reported
provements on indicators such as export sales and profitability expectations with employment unchanged
the previous quarter.

Home sales overall deteriorated by a further 1% to a net balan@32f This speed at which the recession has
spread has slowed as the previous quarterly balance fell 16%, 12% and 15% through 2008. However thg
ance ofd32 marks a new low and 53% of all businesses responding to the survey said their home sales
fallen on the previous quarter. There was however also an increase in firms increasing sales from 18% in Q
21% in Q1.
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SALES AND ORDERS
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EXPORT SALES FOR YORKSHIRE & HUMBER BUSINESSES 2004 -2009

56% of businesses said their order books were emptying for the next quarter, which is also a new low althouigh
there was a rise in firms increasing orders from 13% to 18%. Overall, this meant the net balance for home
orders improved by 4% t@38. The balance for the corresponding quarter in 2008 was +12 although these
results do at least show the rapid slowdown has decelerated.

All sectors were in negative balance for home sales this quarter but the least worst were all in services with
hotels / catering businesses showing the strongest balaBgéo{lowed by companies in the consumer services
and public sector services (both7) . The weakest balance was reported by businesses in transport
communication+{61) and construction-65).

Export balances have been better than those for home markets throughout the past year, an unusual trénd
over the long term trends in this survey. This position continued in the first quarter of the year with expor|
sales balance &1 compared t0d32 for home sales and the export orders balancedaé compared t0338

for the home market.

18% reported their export sales had increased over the previous quarter with 39% saying they had fallen leav-
ing the balance od21. This was down 2% on the final quarter of 2008 and is a much slower rate of decline
than the previous three quarters when falls of 16%, 11% and 5% were reported. The balance remains deep in
negative territory as lack of demand in export markets counters the benefits of the weakness of sterling. | A

similar pattern was reported for export order books with a balanced@® following a 4% fall since Q4.

Economic Review Yorkshire & Humber, First Quarter 2009



EMPLOYMENT

Most firms keep job levels steady
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EMPLOYMENT AND EMPLOYMENT EXPECTATIONS FOR YORKSHIRE & HUMBER 2004 -2009

o Employment indicator unchanged since the final quarter of 2003t
o Employment expectations improve 9% after falling for previous year
e Services sectors report stronger balances than manufacturing

Despite a difficult first quarter for employment, the quarterly economic survey suggests that
employment balances are holding up reasonably well and employment expectations show some
improvement, especially in manufacturing.

The employment balance shows the number of firms increasing the size of their workforce minus the num
reducing it. The balance for the first quarter of the year vi@®, and was unchanged on the final quarter of
2008. 11% of firms increased the size of their workforce and 31% reduced it over the first three months
2009. ltis significant that nearly seven out of ten businesses in the region are maintaining or increasing the
of their workforce despite the very difficult market conditions at present.

The number of firms expecting to cut jobs in future quarters had been rising consistently since the secd
quarter of 2007 when 6% of businesses reported reducing the size of their workforce. This rose steadily
31% by the end of 2008 but has falling for the first time in seven quarters to 24%.

The number of companies who recruited staff has fallen for the fourth consecutive quarter. 29% of firms

cruited staff between January and March, down 4% on Q4 and down 23% on the corresponding quarter a
ago. 38% of firms who recruited reported difficulties in doing so, a fall on 3% on the previous quarter.

Y&H MANUFACTURING

CHANGE Q1

EMPLOYMEN -29

EXPECTATION@ -18

Y&H SERVICES

CHANGE Q1

EMPLOYMENT| -16

EXPECTATION -10

% OF COMPANIES WHO
RECRUITED STAFF IN Q1

29%

% OF THESE REPORTING
RECRUITMENT DIFFICULTIES

38%

JEHRECRUITMENT DIFFICULTIES

Q1
of
SKILLED MANUAL / TECHNICAL21%
size

PROFESSIONAL / MANAGERIAB2%

nd CLERICAL 12%

to
SEMI OR UNSKILLED 9%
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EMPLOYMENT
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EMPLOYMENT BY SECTOR IN YORKSHIRE & HUMBER BUSINESSES Q1 2009

The least worst employment balances were reported by businesses in the public and voluntary sector servj
were 25% of organisations increased the size of their workforce compared to 14% who reduced it. This w
the only sector which reported a positive net balance in this quarter. 45% of firms in the construction sect
and 42% in hotels and catering said they reduced the size of their workforce over the quarter.

Yorkshire & Humber ranked 9th of the regions and nations of the UK by employment balance in both servig
and manufacturing sectors. However, services were in line with the national avet&yea(d manufacturing
was slightly better -@9 for Y&H compared to633 for the UK). Members from Doncaster reported the
strongest balance from within the region in service sectets (hilst the strongest manufacturing figure was in
Sheffield-Q).

KEY

Production

Manufacture: electronic/IT goods
Manufacture: other goods
Construction
Transport/communication
Retailing/wholesaling
Hotels/catering

Professional services
Marketing/media

Consumer services
Public/voluntary sector services
Other services

rRXC—IOTMMUOUOm>

EMPLOYMENT, Q1 2009

Serv. Manu.
Barnsley/Roth. -25 -25
Bradford -20 -39
Doncaster -1 -19
ces
Hull & Humber -10 -54
as
pr-eeds -30 -27
Mid-Yorkshire -23 -26
Sheffield -12 -9
es
York & NY -5 -25
Y&H -16 -29
UK -16 -33
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BUSINESS PERFORMANCE

Cashflow balances remain critical
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CASHFLOW AND INVESTMENT IN YORKSHIRE & HUMBER 2004 -2009

« Investment and cashflow both see an overall rise during Q1 2009
o Manufacturing see an increase in businesses operating at full capacity
« Prices fall as concerns over both pay settlements and raw materials ease

The number of firms reporting deteriorating cashflow improved marginally on the previous
quarter but remains very weak.

13% of firms said their cashflow improved compared to 50% who said it had worsened. The net bal&@Tce of
is 2% better than Q4 but 41% worse than the corresponding quarter a year ago.

However, one positive sign was that investment indicators improved for the first time in more than a yea
Capital investment in plant and machinery rose 5%3b (12% increased investment whilst 43% reduced it).
Investment in training was 10% higher than the previous quarter rising f2dmto -14. Despite these im-
provements, both investment indicators remain below levels reported two quarters ago.

The number of businesses in Yorkshire and Humber raising prices fell for the fifth quarter in a row. 17%

in-

creased prices compared to 21% who reduced them, the first time this balance has fallen into negative terri-

tory. Two-thirds of businesses held prices steady.
All specified price pressures eased this quarter with 'other overheads' the biggest pressure cited by 42% (d
8%) followed by raw material costs with 32% (down 6%). Only 20% said finance costs was putting pressur

prices, suggesting the availability rather than the cost of money is the bigger worry for most businesses.

The number of firms operating below capacity remained steady at 74%.

pwn
e on

Y&H MANUFACTURING

CHANGE Q1

Y&H SERVICES

CHANGE Q1

CAPITAL INVESTMEN -33

INVESTMENT: TRAININ -11

CASHFLOW -37
PRICE m 1

PRICE PRESSURES

CHANGE Q1
ON Q4 2009

CAPACITY UTILISATION
% OPERATING AT FULL CAPACITY

CHANGE Q1

OVERALL Y& @ 26%

CASHFLOW BALANCE IN
FIRST QUARTER 2008

+4

CASHFLOW BALANCE
FIRST QUARTER 2009

-37
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BUSINESS CONFIDENCE AND EXTERNAL CONCERNS

Busi ness confi dence 0

80 -
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BUSINESS CONFIDENCE IN YORKSHIRE & HUMBER, FIRST QUARTER 2009
« Confidence stabilises for both manufacturing and services
« Profitability expectations improve 6% 626
« Inflation is the largest external concern during Q1
Business confidence indicators have shown the first tentative signs of improvement after falling EXTERNAL CONCERNS

very rapidly for more than a year. ARROW SHOWS CHANGE FROM Q4

CHANGE Q1
Turnover expectations improved 7% td4 although the balance is still the second lowest on record. 309 ones e

expected turnover to improve and 44% anticipated falls. This means the number of firms expecting turnoyer COMPETITION@ 3204
to rise has halved in the past year and the number expecting it to fall (44%) has trebled.

43%
Profitability expectations show a similar trend with the balance improving 6%6to Despite this modest im-
provement it is worth noting that a majority of businesses in the region (52%) now expect their profits to fa
over the coming months.

Il CORPORATE TAXES \¥ ) 18%

20%

Despite a fall in the number of businesses raising prices, worries over inflation were up sharply. 43% said they-xCcHANGE RATEY 28%
were concerned about inflation, up 6% on Q4 and up 17% since Q2. This is now the biggest external concern.
In contrast, corporate taxation is now far less of a concern. Only 18% cited this as a concern this quarter, 41% BUSINESS RAT 28%
down on two quarters ago. It is now the lowest external concern of the six options offered having being the
highest in the third quarter of 2008.

Economic Review Yorkshire & Humber, First Quarter 2009 11



LOCAL & REGIONAL PERSPECTIVE

Strongest results in South Yorkshire

10 -

spaaT

spaan
AIIYSHIOA PIN

spaaT
3JIYSX}IOA PIN

BUIYSHIOA PIN
spaa

a|suleq
piojpelg
1a)seauoq
19QWNH B [INH
a|suteg
piojpelg
21seouod
13GWNH B [INH
AIIUSHIOA PIN
plaays

AN % 30A
piojpelg
J13lseouod
19GWNH 3 [INH
plaays
piojpelg
Ja)seauoq
19GWNH B [INH

1aquINH % 31IYSHIOA

plasys
ueylayloy ® Asjsureyg

AN ®4I0A
1aquINH % JIYSHIOA

EVENENES
JaquIiny 7 JIYSYI0A

ueyisyloy  Asjsuteg
laquinH % auu'sxm)\

TEVENENES

Home Sales Employment Capital Investment Confidence
(profitability)

Chambers from across the region all reported that the rate of decline on key indicators had

HOME SALES, Q1 2009

slowed but agreed that it was O0too earlyd to staTt talKiagg aggut
The business environment remained very difficult but the mood from a number of local Chambers was one oBfa rsiey/Roth. %5 50
cautious optimism. Mid orkshire Chamber pointed to the slowing rate of decline in sales, a better outlook Bradford -15 -57
for employment expectations and the easing of a number of price pressures. Doncaster 10 37

. . i Hull & Humber -23 -69
The strongest results in the service sectors for this quarter were reported by members of Doncaster Chamber
with a 14% improvement in their home sales balancé16. The results from manufacturing were not as | Leeds -40 -39
strong, but the overall net balance 823 was the joint strongest in the region alongside Sheffield. Doncaster wid-yorkshire -40 .40
Chamber said o0...whilst it is far too early to cghlﬁ,lId a reclgverse/ f
indicate that there might be slightly cal mer wat eerles ahead for t
manufacturing figures were reported by members from Sheffield Chamber which ranked top of the region [byerk & NY -18 -55
home sales, employment, capital investment and profitability expectations. Y&H 24 46

) . UK 22 -52 )

Leeds Chamber President Gary Lumby agreed with t-$he—meed—to—+emai
deep recession and the doom and gloom that surrounds it, however it is firms that will drive us through and
out of this recession, and the business as usual attitude from the city has meant that we are seeing some en-
couraging signs of slight i mprovement. ¢
Economic Review Yorkshire & Humber, First Quarter 2009 12
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LOCAL & REGIONAL PERSPECTIVE

Despite these improvements on a number of indicators, Bradford Chamber President, Balbir Panesar, high-

Il ighted that the | ocal economy was ofar from beling out of the w
were still heading downwards and it was ogoing to SMFIRENCE RH20Q9| i m
Serv. Manu.

There were a number of local variations in the performance of manufacturing sectors with Bradford Chamber

saying it remained ofirmly rooted in disarrayo \?\?Ens{eyﬁzmh'conflﬁ de'ﬁoce,
Across Yorkshire & Humber manufacturing balances were lower than in services. Home sale&24€fia Bradford -20 -63
services and46 for manufacturing and confidence wi9 in services ané36 in manufacturing. Whilst bal- | poncaster 9 17
ances for key indicators such as home sales, export sales and employment were all slightly improved or ml(lal & Humber o -
previous quarter for services, they had all deteriorated further in manufacturing. However, manufacturers|in

Leeds bucked this trend with a 4% rise in home orders and 14% in profitability expectations. Leeds membkieds -23 -19

lan Taylor from Applied Metal Technology recogn|ivig-edkniet he 381 gnsal s
definite opportunities out there for the manufacturers who are prepared to roll up their sleeves and different

ate themselves from the competition by adopting a more flexible and competitive approach. Some of the c1z§|r-1eff|8|d 2 N
lenges we faced 12 to 18 months ago i.e. soaring steel prices, desperate skills shortages have most def(nifely& NY -19 -50
improved, the other aspect of a downturn is whilst there are fewer people who wish to buy our goods therge ygn 21 36
are also fewer people making them and this in it%KeIf can_zciff%er o]

Hull & Humber Chamber Policy Executive, Richard Kendall, highlighted one of the more worrying suryey

trends by highlighting that o0...cashflow decreaged for slightly
ting a new low of 54%. This is the major threat to otherwise stable firms and one which the Chancellor must
address in his Budget this month. ¢

A number of other Chambers highlighted the importance of the forthcoming Budget to put the economy an
the road to recovery. Midy or k shi re Chamber 6s Head of Policy, 5t even Leigh call
transport and energy infrastructure be brought forward, and the rise in national insurance scrapped, to boost

the economy saying that OWhil st the recent G20 [Summi t did give
remain convinced that the Government should do more to kickstart the British economy by taking a number |of
|l ogi cal and business friendly measures to help promote recovery.

Chambers continued to call for a reversal of the controversial abolition of empty property rates relief, an idea
conceived when the property market remained strong. Steven Gash, managing partner of Clough & Company

who sponsor Bradford Chamberds QES said that cogmmerci al propert
than being deliberately held from the market by |property develop
cumstances is an additional over head that businegsses can | east a

More local data is available from...

LOCAL DATA / CONTACTS

Barnsley & Rotherham Doncaster Leeds Sheffield
www.brchamber.co.uk www.doncasterchamber.co.uk  www.leedschamber.co.uk www.scci.org.uk
Bradford Hull & Humber Mid -Yorkshire York & North Yorkshire
www.bradfordchamber.co.uk www.hulthumberchamber.co.uk www.mycci.co.uk WWW.ynycc.com
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NATIONAL PERSPECTIVE

BCC report pace of service sector
decline slowing

Home orders- national percentage balance

2000 01 02 03 04 05 06 07 08 2009

m——— Manufacturing — Services

The results of the Quarter 1, 2009 British Chambers of Commerce Economic Survey confirm
that the UK recession is still very serious, and is likely to continue for some time.

Data from over 6,500 firms, employing nearly 900,000 people, highlights a worrying deterioration in manu
turing, with falls to record lows in almost all indicators. Sharp declines in manufacturing exports, which reg
10 year lows, show that heavy falls in the value of sterling have been offset by the global downturn and
levels of demand.

In the service sector, the critical balances remain distinctly weak by historical comparisons. Nevertheless,
position in services has improved in all key areas this quarter. The pace of decline in services appears t
slowing. But, there is a risk that without further measures which support weakating businesses, these

hopeful signs will not turn into a sustained recovery.

The economy continues to face severe threats, and there is a clear need for corrective action. The governm
must act forcefully to ease the recession and help rebalance the economy towards exports and investment.

Commenting, Director General of the BC@avid Frost , said:
0The Budget is an opportunity for the government

ol t will be business that drives the UK out of
jobs and wealth.

OAl though it is encouraging to see improvement i
facturing is still being hammered and exporters see little light at the end of the tunnel. Limiting the dam
manufacturing base must be a national priority. o

David Kern , Chief Economist at the BCC, added:

ac-
ach
low

the
o be

ent

ecession and f

n the service
age to our

to show busines

or

S

British
X . . . . . Chambers of
0The UK recession remains very serious and is | Commerce
we expect GDP to fall by more than 1% in Q1 2009. For 2009 as a whole, our forecast now indicates a dedli
of more than 3%.
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NATIONAL PERSPECTIVE

0The measures taken in recent mont hs have fail

but these are fragile gains and will fizzle out without supportive policies.
0The results point to further increases i
the upsurge in the jobless total, it is vital to slash the regulatory burden on business.

n

oln the face of recessi t he

pursued.

on policy stance mu

oDespite the UK&6s difficult fiscal position,
credible plan for drastically cutting back the deficit in future years. Painful spending cuts will be needed in
term. 6

Introduction
All the critical national balances remained in negative territory in Q1, for both manufacturing and servic
However, the Q1 results also reveal a clear divergence between a further disturbing deterioration in manuf
turing, and an i mprovement in services (even th
balances worsened further in Q1, and fell to record lows in almost all critical areas. The only exception is

improvement in manufacturing employment expectation; but the balance is deeply negative, and very wea

historical standards. I n contrast, the service
ment in most key areas. Despite this, the overall exports position of the service sector is broadly unchang
and export sales as well as orders remain in negative territory. The UK economy is still facing very seri
threats, and there is a clear need for corrective action.

Home markets

The manufacturi bal ances worsened ver
points, to-5 5 %. The bal ance for ma n u f a c-52%.rBeth @1ddontesticnraanwe r
facturing balances are at the | owest since recor
ances improved in Q1, but still remain in negative territory. The net balance for home sales moved up 8 poi
to -23%. The net balance for service home orders rose 7 points28%. The Q1 service balances are not as

weak as those within manufacturing.

ng sectords

Export markets

The manufacturing sectords expor t27% thé weakesbrasula sirce
Q3 1998. The manufacturing export orders balance declined 9 point2886, also the lowest since Q3 1998.
The service sectorfs expor t-118180 teeslowdsiasinee ithe series leefan in
Q1 1989. The net balance for service export orders improved 3 points in Qt1@%, which still very weak by
historical standards.

Employment

The manufacturing sectords empl o-36¥eamde agaia thealawesesincer
records are available in Q1 1989. The manufacturing employment expectations balance improved 6 points,
35 %, but is still very weak by historical st anda
18%. The service employment expectations balance improved 12 point2%. Both Q1 service employment
balances are still very weak in the context of the series history.

Investment

The Q1 balance of manufacturing firms planning to increase investment in plant and machinery droppe
points to -3 8 %. Manufacturersd intenti ons-19%%6o0Both manafacturing
investment balances fell to their lowest levels since records are available. In services, the balance of firms
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NATIONAL PERSPECTIVE

ning to increase investment in plant and machinery improved 6 point®1®. Service intentions to invest in

training rose 5 points t65%. Despite the increases, both Q1 service investment balances are still very weak|by

historical standards.

Business confidence
The manufacturing sectords Q1 confidence balance

s fell to new

fell 6 points to-3 8 %. Manufacturersd profitabhbti8l%.t y Tchoen fsiedregvniccee dsreocptpoerdd s9

confidence balances improved, but remained negative. Turnover confidence rose 1111 peirft§stcService
profitability confidence rose 1111 points t83%.

Confident of Improving Profitability

2000 01 02 03 04 05 06 07 08 2009

Manufacturing F— Services

Capacity utilisation
The Q1 percentage of manufacturing firms operating at full capacity fell 9 points, to 20%. In services, 38%
firms worked at full capacity, up 2 points. The manufacturing cashflow balance fell 4 points in -Q2%0
lowest level since records are available. Services cashflow improved 6 poirf26%to and is still very weak by
historical standards.

Prices

Pressures to raise prices fell further in Q1. The balance of manufacturing firms reporting pressure to rajise

prices fell 7 points, ta7%. In services, the balance of firms expecting to increase prices fell 1 point in Q1, tc
+3%.

Economic climate

The Q1 QES results confirm that the UK recession is still very serious, and is likely to continue for some time
The results highlight a very worrying deterioration in manufacturing, with falls to record lows in almost all crifi
cal balances. I n contrast

British
Chambers of
Commerce

r e
po

, the service sectorfs MORE INEFORMATION gh
in most key areas. The pace of decline in services is moderating. However, these hopeful signs will fizzle

and will not generate a sustained recovery without further urgent corrective measures that support and nur

ture wealth-creating businesses. The authorities must act forcefully on a broad front to alleviate the recessiofterly Economic Survey are avai
and help rebalance the economy towards exports and investment. Quantitative easing must be pursued ag gné%b-'e at.

sively. In spite of the difficult fiscal position, targeted and selected measures are still needed in the Budget, |w
a credible plan for drastically cutting back the deficit. Painful spending cuts will be needed in the-taadium

In the face of rising unemployment, it is vital to slash the regulatory burden. Avoiding a further damage to DYl

manufacturing skills base must be a national priority.

Further details on the BCC Qual

WNW.britishchambers.org.uk

British Chambers of Commerce
5 Petty France Street

London

SW1H 9EU

Tel: 020 7654 5800

Economic Review Yorkshire & Humber, First Quarter 2009
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FULL RESULTS: YORKSHIRE & HUMBER MANUFACTURING

15 13 19 26 30 Cashflow
23 34 41 43 47

21 29 41 39 42 Plant/Machinery

Empl t Increased

2009 2008 | 2008° | 2008
12 7 20 23 24
38 41 48 45 49

50 52 32 32 27
-38 -45 -12 -9 -3

Improved

Remained cons

Worsened

Balance

Improved

13 8 16 14 27
44 a7 51 64 55
43 45 33 21 18

Remained the same

Worsened

Balance

Improved 14 7 17 13 25
51 54 60 67 65

35 39 23 19 10

Remained the same

Worsened

Balance

Improved 23 27 39 42 51
23 16 27 31 33
53 58 33 27 16

15 35

Remained the same

Worsened

Balance

@
IS}
'
o
P
o

Improved

N
iy
N
o

32 36 42

49 48 56 57 59 Remained the same 21 20 25 28 34
40 39 29 19 17 Worsened 44 37 24
Balance -29 -25 -14 38 7
Capacity Full capacity 23 19 30 35 38
Below capacity 77 81 70 65 62
Prices Increased 15 24 43 52 51
Remained constant 57 43 47 39 43
‘ Recruited staff Yes 27 33 54 54 53

Decreased

N
[ee]

33 10 9 6

Balance -13 -9 33 43 45
Price pressures Pay settlements 16 21 26 23 28
Raw materials 48 61 83 82 80
Finance costs 17 24 27 21 25

Permanent Jobs

63 49 64 75 73

External concerns

‘ Skilled manual / technical YN 39 44 52 52

Professional / managerial [el0] 18 26 29 25
Clerical 11 7 11 11 8
Semi or unskilled 8 14 11 15 17

Other overheads

N
o

40 52 55 42

Interest rates

=
()]

22 31 24 29
42 47 50 45
30 23 31 28
39 34 26 31
32 26 36 31
28 62 47 43
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Exchange rates
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Business rates
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Inflation
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Corporate taxation
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All figures in %
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FULL RESULTS: YORKSHIRE & HUMBER SERVICES

25 32

4
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No 70 66 57 51 49

All figures in %
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FULL RESULTS: YORKSHIRE & HUMBER

[ 2000 |
21

18

23 30

(oo [ wn

2008

Q3

2008

Q2

I [ > T - | 2 o
Remained consf 26 32 38 42 40 38 37 44 46 44
RN s3 | 0 8 27 =z EEEERN so | st 9 30 2
2| 15 3 1. |3 2 6 4
Remained cons 42 41 48 57 58 26 21 25 27 25
Remained cons 58 58 61 61 64 23 22 25 25 30
20| 20 3 1 12 % |2 7 5

i r d

oo cvecaions Jrenes N . e R
Remained constant 65 60 64 67 63 74 75 68 62 61
Bal. - - -

Remained constant 62 55 53 52 54

E Parttime Job: 28 26 25

ERNETTN | [Preressues  |pavsenamens—— [REFINEE TR TR TR
Fulktil Job.
69 | 73 2 4 IS 32 | 38 51 50 47
T Jok
N | s e st o B 2| 7 » »
Professional / managerial [lcY 25 30 34 31
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