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SUMMARY (1)

Yorkshire businesses fight deepening
recession

SUMMARY

e Home sales fall t@28, down 16% on the previous quarter
o Export sales drop 15% te22

o Employment falls 19% on quarter 3403

o Confidence drops further to a new low 629, down 25%

o Cashflow continues to fall te89, down 17% on quarter 3

Businesses in Yorkshire & Humber reported a substantial deterioration in the economic climate
in the final quarter of 2008 as the impacts of the recession hit hard. Every key indicator fell
sharply over the quarter, following a year of unprecedented falls in sales, orders, cashflow and
confidence.

The figures are taken from the Quarterly Economic Surveys of the Chambers of Commerce across Yorkshi

& Humber who polled 630 of their members for the period October to December 2008 (the fieldwork period
ended on 8th December 2008).

The surveys have revealed a deepening gloom since the final quarter of 2007 but the huge weakening i
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quarter demonstrates the severity of the recession. Around half of all businesses in Yorkshire & Humber are
now reporting falling sales, worsening cashflow and expectation of falling turnover and profitability compared

hardly surprising but the gathering speed of the deceleration is a major concern.

The key headline indicators showed the following trends:

° Home sales fell a further 16% to a balance 881 with 18% of businesses increasing sales over the

three month period compared to 49% reporting decreases. The balance for the quarter 4 of 2007 was

+25. The trend for home sales is similar down 21% on the previous quarter to a bala@ ofEx-
port sales and orders also weakened significantly although they remain higher than balances in the

market.
(Continued on pagé)

KEY INDICATORS

Q4 CHANGE CHANGE Q3 Q2 Q1 Q4
2008 ONQ3 ONYEAR 2008 2008 2008 2007

HOMESALE 31 | -16% -56% | -15 +3 +18 +25 |Page 5
EXPORTSALE 19 | -16% 24% | -3 +8 +13 +5 |Page5

-17% -31% -3 47 +12 +11 |Page 7

-19% -44% -17 -4 +12 +8 |Page9

-25%  -65% -7 +5 +28 +33 |Page 10

-30%  -31% | +31 +36 +39 +32 |Page9
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to a fifth or lower in the same quarter a year ago. The fact that more businesses are reporting worse figures is INVESTMEN @ -37

CONFIDENCE -40
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SUMMARY (2)

CHANGE ON PREVIOUS QUARTER

(Continued from page)

Employment balances have deteriorated at a faster pace than any previous quarter in 2008. The
ance for the employment in the fourth quarter w&20, down 17% on quarter 3. The falls over the pre
vious quarters had been 10% and 5% respectively demonstrating that the lagging indicator of emplo
is starting to be affected by the worsening economic climate. Employment expectations for the co
months fell even more sharply by 20%d22 however it should be noted that more than two thirds of
businesses are either retaining or increasing employment even in such difficult times.

Cashflow weakened by 17% over the quarter to a balance8®. More than half of all respondents

reported their cashflow position had deteriorated over the quarter. Capital investment showed a sim
trend although investment in training fell less sharply with 35% of firms cutting training budgets comp
to 45% cutting capital spend.

Business confidence indicators have taken another battering this qudpterfitability expectations

are now at a balance @32 with 23% expecting profits to increase and 55% expecting them to decrea
This balance was +44 as recently at the third quarter of 2007 when 59% expected increasing profits.

Richard Wightman, President of Yorkshire & Humber Chambers of Commerce commented:
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0These figures are once again very worrying and| t hNBREST RAT hB@n
hard by the recession. Whilst our surveys have been charting the deterioration in the economy for more than a year, there w,
has been a massive sea change in the public and pEXCHﬁN‘i}EcRéTIE % o
N . . . . . . USINESS RAT 28%
0Despite the gloomy figures, it is not surprising l%F?aEl Fi)u@uesse
lenge has shifted from a debate about the scale of the downturn to the actions needed to help businesses pand people live
to fight another day. Everyone has a role to play in supporting our good businesses through the sharpest recession of over
half a century so we can come through stronger on the other side
ABOUT THE SURVEY
Yorkshire & Humber Chambers of Commerce Economic Review is the largest regular || A Production
business trends survey in the region. The survey is conducted every quarter by the ChpBi-Manufacture: electronic/IT goods
bers of Commerce in the region and is also part of the highly respected British Chambgr€oManufacture: other goods
Commerce Quarterly Economic Survey. D Construction
E Transport/communication
The balance figures used throughout this survey are calculated by subtracting the numipér étetailing/wholesaling
companies that report a decrease in sales, orders, cashflow etc. from those that report p®& Hotels/catering
increase. A positive balance would therefore reflect the fact that more companies than|ndt Professional services
report an increase quarter to quarter. I Marketing/media
J Consumer services
All figures are actual numbers from respondents and unless specified are unweighted i K Public/voluntary sector services
relation to the size of business and distribution of their sector across the region. L Other services
Contact: Nick Pontone
Email: nick.pontone@yhchambers.org
Telehone: 07799 465964
Yorkshire & Humber Chambers of Commerce,-38 Beverley Road, Hull, HU3 1YE
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SALES AND ORDERS

Sales fall sharply again in UK mark
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FIGURE 1: HOME SALES FOR YORKSHIRE & HUMBER BUSINESSES 2003 -2008

Home sales down 16% 631
» Export sales and orders continue to fall, 89 and to622
o Home orders fall rapidly by 21% @2

The number of Yorkshire & Humber businesses reporting falling sales has risen alarmingly again
in the final quarter of the year, although exporters continue to report marginally better figures
than companies operating in the domestic market.

The balance for home sales fell a further 16%@84 with 18% increasing sales compared to 49% suffering re
duce sales. The number of firms reporting reducing sales his risen very sharply throughout 2008 at figu
shows. 16% of Yorkshire & Humber firms reported falling sales in the final quarter of 2007 and this has ri

tors were most likely to report a decrease in home sales.

Home orders are even weaker which suggests there is no sign yet that the trough of the recession has b
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reached. The balance 62 is 58% lower than a year ago and 55% of businesses say their order books have

decreased over the quarter. This figure was 16% in the corresponding quarter a year ago. The home s
balances fell a similar level in both service and manufacturing sectors although the balance for manufact
was lower atd39.

The figures for exports show similarly large falls but the balances for both sales and orders were better
export markets than the home market. Export sales slipped to a balanéd®f down 16% since the third

quarter with 18% reporting increases and 37% decreases. The number of firms reporting export sales
fallen slightly on the previous quarter but is 7% higher than the fourth quarter of 2007. The biggest change
been in the number of exporters reporting falling sales. This was 6% a year ago and 37% this quarter. EXx
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SALES AND ORDERS
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FIGURE 2: EXPORT SALES FOR YORKSHIRE & HUMBER BUSINESSES 2003 -2008

sales were slightly higher for manufacturer$6) than for companies in service22). Firms operating in
transport/communications and hoteliers were most likely to report falling export sales.

Export orders have fallen by a similar proportion to export sales, with 19% reporting increases and 41%
creases leaving a balanced@2. The number of exporters saying sales have increased has only fallen 3%
the previous quarter but the number reporting decreases is substantially higher.
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EMPLOYMENT

Pace of job losses accelerates
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FIGURE o7 EMPLOYMENT BALANCES FUOR YORKSHIRE & AUMBER BUSINESSES U4 ZUUs

o Employment falls t&20, down 17% on the previous quarter
o Employment expectations continue to fall&22
o Manufacturing saw the greatest fall in employment expectations, down 29%

The number of businesses reporting reductions in the size of the workforce has doubled the past
two quarters as the recession starts to take its toll on the labour market.

This survey has consistently shown employment balances holding up throughout 2008 as businesses
sought to retain their workforce. However, the fall of 17% in employment this quarter shows a marked wea|
ening and follows the 10% drop in the previous quarter. 11% of Yorkshire & Humber businesses said they
increased the size of their workforce in the fourth quarter compared to 31% reporting decreases. The numb
of firms cutting jobs is almost three times higher than that in the first quarter of the year as the reality of th
severe and apparently sustained recession bites.

Employment expectations for the next quarter are almost identical to the balance for the current quarter. Th
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e

balance 0622 is 20% lower than the previous quarter and down from +12 in the first quarter of the year. In  proressIONAL / MANAGERIARS %

the past two quarters, the number of firms expecting to increase employment has halved and the number
pecting to cut the size of their workforce has doubled.

It is worth noting however that for both employment and employment expectations for the future circa 6 ou
of 10 businesses expect the size of their workforce to remain constant with a further 1 in 10 anticipating i
creases. Clearly this situation could change, as indeed it has throughout 2008, but it is important to recog
that even in the depths of recession only 3 out 10 respondents expect the size of their workforce to fall th
quarter.
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EMPLOYMENT
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FIGURE 4: EMPLOYMENT BY SECTOR IN YORKSHIRE & HUMBER BUSINESSES Q4 2008

There has however been a sharp fall in the number of firms recruiting staff. 36% of businesses in the re
recruited staff in the final quarter of 2008 which compares to 46% in the previous quarter and 57% in the c
responding quarter of 2007. The type of jobs is unchanged with three quarters of this recruitment for full tin
jobs although there has been a noticeable fall in the number for permanent jobs which is down from 649
55% since the previous quarter. Unsurprisingly the number of firms reporting recruitment difficulties (41%
down on both the previous quarter and the same quarter a year ago.

Figure 4 shows the Yorkshire & Humber employment trends in the fourth quarter by sector. 50% of firms

the construction sector reported reductions in the size of their workforce with significant reductions in transt

port/communications and hotels/catering. This is consistent with the sectors reporting the biggest deterio
tion in sales and orders as noted in the previous section.
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BUSINESS PERFORMANCE

Weaker cashflow puts firms at risk
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FIGURE 5: CASHFLOW AND INVESTMENT IN YORKSHIRE & HUMBER 2003

o Businesses increasing prices falls 30% to a balance of +1
« Capital Investment drops 19% @86 and investment in training falls 18%
e Cashflow continues to fall t639, down 17%

Cashflow has deteriorated sharply for an increasingly number of businesses in Yorkshire & Hum-
ber making them more vulnerable to a prolonged recession.

12% of businesses in the region reported an improved cashflow position on the previous quarter with 5
reporting a worsening position leaving a balancé38. This compares to a balance @2 in the previous

quarter. The number of businesses who report a weaker cashflow position has doubled since the first qua
of the year and with falling sales, emptying order books and tight credit conditions the first half of 2009 is lik
to be even more difficult than the end of 2008.

Investment has unsurprisingly taken a hit in the fourth quarter. The balance for capital investrd@6t (826
increased investment and 45% decreased) is significantly higher than for investment in tra@2ihg &wwo
thirds of businesses are increasing or maintaining their levels of investment in training during this quarter.

An easing of price pressures and weaker demand has seen a very sharp drop in the number of firms expe
to increase prices. 23% increased prices in the fourth quarter, down from 39% in quarter 3, and with 2
decreasing prices there is a balance of +1. This is 30% lower than the balance in the third quarter. Raw nj
rial costs fell sharply as a price pressure. The cost of finance (27%) fell marginally as a price pressure.

25% of businesses were operating at full capacity in this quarter, which is down from 42% in the same quar
year ago. This would seem to increase the risk of further labour market weakening in the coming months.
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BUSINESS CONFIDENCE AND EXTERNAL CONCERNS

Business confidence at record low:

FIGURE 6: BUSINESS CONFIDENCE IN YORKSHIRE & HUMBER, FOURTH QUARTER 2008

« Another sharp fall seen in turnover expectations down 30%624
« Profitability expectations drops 25% &32
« Competition becomes the greatest concern at 37%

Levels of business confidence in Yorkshire & Humber have reached new record lows in the final
quarter of 2008.

Falls of 30% in the balance for turnover expectations and 25% for profitability follow unprecedented falls
confidence since the third quarter of 2007. Although it is hardly surprising that confidence should suffer in
current circumstances, the scale of the fall in confidence this quarter is another record. Profitability expec
tions fell a further 25% between quarters 3 and 4 and turnover expectations fell 30%.

29% of Yorkshire & Humber businesses expected their turnover to increase this year with 50% expecting i
decrease. This balance @21 is in negative territory for the first time in living memory and compares to bal-
ances of +57 just 18 months ago. During the second quarter of 2007, 9% of businesses expected turnove
fall compared to 50% in the current quarter. These comparisons, and the graph above demonstrate the rap
and scale of falling confidence in recent times. Similar trends are reported for profitability expectations wh
fell 25% to a balance @B2. 55% of Yorkshire & Humber firms now expect profitability to be reduced com-
pared to 15% in the third quarter of 2007.

Concern over corporate taxation has fallen sharply to 36% in the final quarter of the year and worries ov
interest rates have also eased to 30%.
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