West Midlands Monthly Economic Update
December 2008

NATIONAL HEADLINES:

= GDPfellin Q3 2008 and is expected to contract further in 2009. Marginal growth is expected in 2010, but
the recovery is likely to be slower for construction and manufacturing.

=  Manufacturing output is 3.5% down on the same point in 2007, with poor export sales despite the weak
pound.

= Car output is significantly outstripping sales, with November car sales seeing the largest decline since the
1980s, with many automotive manufacturers and suppliers making cuts and/or extending shutdowns.

= Despite poor expectations from the sector, retail sales rose 0.5% in the three months to November.

=  Employment levels and rate continued to fall, whilst economic inactivity and unemployment rise. The
national unemployment rate rose to 6%, with unemployment levels the highest since December 1997.

= Compared to the previous quarter redundancy levels rose 41,000 for the three months to October,
whilst job vacancies fell by 49,000 in the three months to November.

= Inflation fell again in November, with CPI dropping to 4.1% largely as a result of lower transport costs.

=  Construction output for Q3 shows significant increases in infrastructure work and public non-housing
construction activities, but clear reductions in private sector-led activities.

= Business investment fell in Q3 2008, with capital investment by construction and manufacturing
industries falling sharpest. EEF reports businesses’ investment intentions are lowest in seven years.

REGIONAL HEADLINES:

= Qver the last three months businesses in the West Midlands have reported the worst performance of
the English regions in terms of falling business activity.

= The steep drop in activity reflected a sharp retrenchment in new orders, particularly to the
manufacturing sector.

=  West Midlands saw second largest drop in employment levels of the UK regions and the region’s
claimant count rate (4.4%) is the second highest of the English regions.

= |n November the region’s claimant count increased by 8,200 people, with the greatest increases in
Birmingham and Staffordshire. Of lower-tier authorities, Wyre Forest, Worcester, Cannock Chase and
East Staffordshire saw the greatest increases.

=  PMI employment indexes show that the fastest rates of job shedding during the 3 months to November
were registered in Northern Ireland and the West Midlands.

=  West Midlands businesses have started to see in the impact of falling inflation, reporting lower input
prices in November’s PMI.

= Regional businesses continue to cite difficulties accessing finance from the banks, with many imposing
higher charges and interest rates, causing difficulties with cashflow and capital investment.

Contact: Glynn Jones — Economic Strategy, Advantage West Midlands

Tel: 0121 3803572 Email: glynnjones@advantagewm.co.uk ‘ VAVQS\t/?A?dtIgr%E
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UK OVERVIEW

OUTPUT / BUSINESS ACTIVITY

GDP contracted by 0.6% in Q3 2008 compared to
Q2, but remains 0.3% higher than Q3 2007.
Cambridge Econometrics forecasts suggest the
UK’s GDP will fall by 1.3% in 2009, with marginal
growth in 2010. GDP is not forecast to recover to
current levels until 2011. All sectors are expected
to see falling output growth, with manufacturing
hardest hit. Recovery is expected to be slower for
the manufacturing and construction sectors, not
reaching current growth levels until 2013.
Forecasts suggest sectors such as agriculture and
mining may never recover to their current levels.

Manufacturing — in the three months to October,
manufacturing output fell by 2% compared with
the previous three months and was 3.5% down on
the same period the previous year. Significant falls
have been seen in basic metals and metal
products industries (-4.2%); paper, printing and
publishing industries (-3.6%); and transport
equipment industries (-2.6%). Despite the
weakening of the pound, export orders remain
weak with many key export markets contracting.

The EEF reports that domestic sales are the
weakest since 2001 and the export orders balance
was negative for the first time in over three years.
EEF warns that trading conditions in 2009 are
likely to be the worst for two decades, forecasting
a 5% decline in manufacturing and a 6.3% in
engineering. Likewise the CBI’s monthly industrial
trends survey has reported that its members’
output expectations for the next three months are
their lowest since the 1980 recession. The Pre-
Budget report forecasts manufacturing output to
decline by 1.25% in 2008 and between 2.75% and
3.25% in 2009.

Automotive Manufacturing — car outputs in
October were 75% that of the same month in
2007. Car sales continue to fall around the world
with new car registrations in November down
37% on the same month last year. November’s
decline in sales was worse than expected and the
steepest since 1980, with fleet sales masking

larger declines in private and business sales. The
European market is key to UK manufacturers, but
is also seeing a decline. Year-to-date sales are
down 5.3%. With output outstripping sales, many
manufacturers are making cuts, with short
working and/or longer shut-downs over Xmas.

More radical restructuring may be necessary if
sales continue to fall, especially as many
manufacturers had invested for growth during
2007, resulting in over-capacity in the current
climate. Contraction of automotive output will
impact negatively throughout the supply chain.

Services — Service industries’ output fell by 0.5%
in Q3, the greatest contribution to the overall
decline in GDP. Particularly weak growth was seen
in distribution, hotels & catering (-2.1%) and
business services and finance (-0.6%).

Construction — the total volume of construction
output for Quarter 3 of 2008 remained unchanged
on the previous quarter, whilst the total volume
for the 12 months to the third quarter rose 3%
over the previous year period. However, there
were significant differences between specific
parts of the construction sector.

Retail — the three months to November saw
seasonally adjusted retail sales volumes rise by
0.5% compared with the previous three months.
This was 1.7% higher than the same period in
2007 and driven by growth from predominantly
food stores and non-store retailing and repair. The
weekly value of retail sales in November is
estimated at £5.8bn, 2.9% higher than November
2007. These figures were largely unexpected given
more pessimistic reports from the retail sector
itself. The British Retail Consortium’s monthly
survey saw retailers reporting a drop in like-for-
like sales falling 2.6% in November, compared to
growth of 1.6% in November 2007. The CBI
reports that retailers’ confidence for the next
three months remains weak with many cutting
their investment intentions.
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UK OVERVIEW

LABOUR MARKET

The three months to October 2008 saw the
number employed people fall by 115,000 on the
previous quarter to total 29.4 million. However
the number of people in employment was still up
57,000 on a year ago. At 74.2%, the working age
employment rate fell 0.4% from the previous
quarter and by 0.1% over the year.

The unemployment rate rose again to 6.0%, up
0.4% over the previous quarter and up 0.7% over
the year. Unemployment levels rose 137,000
over the previous quarter to total 1.86 million,
the highest since December 1997. Similarly the
claimant count level rose by 75,700 between
October and November to 1.07 million. This is
257,500 higher than a year ago and the highest
since 2000.
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Economic inactivity continues to rise amongst those of working age. Compared with the previous quarter the
number of economically inactive people rose by 39,000 to 7.9 million, with the rate rising 0.1% to 20.9%.

UK Labour Market Statistics (Seasonally Adjusted)

Reference Level Change don Change on o Change on Change on
Period (000s) F(): (:::-,) year (000s) S ) period (%) year (%)
Employment* Aug — Oct 08 29,377 -155 +57 74.2 -0.4 -0.4
Unemployment** Aug — Oct 08 1,864 +137 +238 6.0 +0.4 +0.7
Economically active* Aug — Oct 08 31,241 +22 +295 79.1 -0.1 +0.2
Economically inactive*** Aug — Oct 08 7,899 +39 -33 20.9 +0.1 -0.2
Claimant count” Nov 08 1,071.9 +75.7 +257.5 3.3 +0.2 +0.8

*Levels are for those aged 16 and over; rates for those of working age (16 — 59/64)
** Levels and rates are for those aged 16 and over; rate is a proportion of economically active

*** Levels and rates are for those of working age

+ Claimant count levels are the number of JSA claimants; the rate is the number of claimants as a percentage of claimants plus the

number of workforce jobs
Source: ONS, Labour Market Statistics

For the three months to October the redundancy level was 180,000. This is up 41,000 compared with the
previous quarter and up 49,000 on last year. Per 1,000 employees, the redundancy rate rose 1.6% to 7.1%.
This is 1.9% higher than a year ago. Workforce jobs totalled 31.53 million in September 2008, reflecting a fall
of 134,000. The largest quarterly falls were seen in the finance and business services sector (72,000). Job
vacancies also fell in the three months to November, dropping 49,000 from the previous quarter to total

562,000.

The Nationwide’s November Consumer Confidence Index reflects pessimism within the labour market, with
almost half of those questioned believing that there are currently not many jobs available and 59% believing
that there will be few jobs available in six months time. The EEF’s Business Trends Survey reports that job
losses in the manufacturing sector accelerated in the three months to December, with the most significant

losses in basic metals and motor vehicles sectors.
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UK OVERVIEW

INFLATION

Consumer Prices Index / Retail Prices Index

The Consumer Prices Index (CPl) is the
internationally comparable indicator
Government uses to set and monitor annual
inflation. The Bank of England currently has
an inflation target of 2%. There has been a
significant shift in inflation expectations in
recent months. Contrary to previous forecasts
that inflation would remain above target in
2009, the Bank of England has now 0

recognised the possibility of deflation. Jan  Feb Mar Apr May Jun Jul Aug Sep Oct Nov
2008
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Between November and October CPI fell from 4.5% to 4.1%. Similarly the Retail Prices Index (RPI) fell from
4.2% to 3.0%. Like previous months, falling transport costs were the largest downwards driver due to falling
prices for fuel and lubricants. Other downward pressures came from housing and household services (due to
falls costs of heating oil) and vehicles purchases (reflecting lower prices for second-hand cars). The RPI also
reported downward pressures from falling mortgage interest payments and house depreciation. The largest
upward pressure came from food and non-alcoholic beverages, with smaller pressures from leisure services
and travel fares.

The Producer Price Indices (PPI) monitor the price changes of goods bought and sold by UK manufacturers,
with input prices being the prices of materials and fuels bought by UK manufacturers and output prices the

prices at which their goods are sold to home markets.

Producer Prices Indices (PPI)

Percentage Change
2008 Input Prices (material and fuels purchased - not Output Prices (all manufactured products - not
seasonally adjusted) seasonally adjusted)
12 months 1 month 12 months 1 month
June 34.1 4.2 9.8 0.8
July 31.3 -0.9 10.0 0.5
August 29.1 -2.9 9.1 -0.7
September 24.0 -1.8 8.5 -0.3
October 15.4 -4.3 6.7 -1.0
November 7.5 -3.3 5.1 -0.7

Source: National Statistics, Producer Prices Index, December 2008

Reflecting falling crude oil prices, input prices for materials and fuels purchased by the manufacturing
industry fell again between October and November, with a drop of 3.3%. The year to November has seen a
7.5% increase in input prices, a considerable drop from the annual inflation reported in October (15.4%) and
September (24.0%). However, when excluding more volatile sectors (food, beverages, tobacco and
petroleum industries) annual inflation in input prices was 13.6% compared to 16.8% in October.

Output prices for all manufactured goods fell 0.7% in November compared to the previous month, but
remain 5.1% higher than the same month last year. This matches annual inflation when excluding more the

volatile sectors. Drops in recent months reflect falls in petroleum product prices.
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UK OVERVIEW

HOUSING, PROPERTY AND REGENERATION

Both the Halifax and Nationwide have reported

that average house prices continued to fall in 200,000 House Prices
November, with the former reporting a drop of 195,000 ="
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The RICS’ November Housing Market Survey did show some minor improvements in the housing market,
with fewer surveyors reporting rising prices and lead activity indicators, such as buyer enquiries, beginning
to turn positive suggesting renewed buyer interest. Falling inflationary pressures and interest rates are also
likely to start reducing constraints on household incomes; however difficulties in the labour market are likely
to feed through to consumer optimism and may make people remain cautious.

Quarter 3 figures for construction output given an indication of development-related trends. Figures show a
clear reduction in output generated by new housing (in particular by new private sector housing) and new
private industrial work. By contrast there has been a significant increase in output from new infrastructure
work and public non-housing work and smaller increases in output from new private commercial work.

Construction Industry Output — Quarter 3 2008

Percentage Change
Latest quarter on Latest quarter on a Year to latest quarter
previous quarter year earlier on previous year
TOTAL WORK 0 +2 +3
New work +2 -1 +1
- New private housing -7 -23 -14
- New public housing -7 -8 -3
- New infrastructure work +6 +19 +19
- New private industrial work -3 -21 -15
- New private commercial work +3 +2 +7
- New public non-housing (excluding Infrastructure) +11 +26 +13
Repair and Maintenance -2 +6 +4
- Public sector housing repair and maintenance -1 +11 +2
- Private sector housing repair and maintenance -6 +6 +5
- Public sector non-housing repair and maintenance +8 +19 +9
- Private sector non-housing repair and maintenance -4 -3 +2

Source: Output in the Construction Industry, Quarter 3 2008 (Office of National Statistics)

For the September quarter of 2008 the number of planning applications received by district level planning

authorities fell by 19% compared with the September 2007 quarter.
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UK OVERVIEW

CONFIDENCE AND INVESTMENT

Business investment for Q3 of 2008 is estimated to be 1.3% below the previous quarter and 0.1% less than
the same quarter in 2007. This drop was driven by falls in capital spending by public and private non-
manufacturing industries, down 1.7% on the Q2 and down 0.7% on last year.

Of these industries construction saw particular falls, dropping 9.7% on Q2. By contrast capital investment by
public and private manufacturing industries rose 2.3% between Q2 and Q3 and 4.7% on Q3 2007. The
engineering and vehicles industry saw particular growth, rising 11.1% on Q2.

In terms of future investment intentions, the EEF’s Business Trends Survey reported that businesses’
(particularly small businesses) investment intentions have fallen to their lowest in seven years as a result of
weaker orders, cashflow difficulties and pressures on margins.

Consumer confidence remains low. Whilst GFK NOP’s Consumer Confidence Index for December reported at
two point improvement on the previous month, it remains close to record lows. Consumers have become
even less confident about the economic situation over the next year, but there has been a slight
improvement in the number of people who think now is a good time to make a major purchase.

In November, the Nationwide’s Consumer Confidence Index fell six points from 50 to 56 despite falling
inflation and the Bank of England cut in the base rate. This is a record low for the Index, reflecting
consumers’ concerns about the current and future economy. Of those questioned 45% believed the
economic situation will be worse in six months time, an increase of 7% on October’s figures. However there
was an improvement in the Spending sub-index, probably driven by major discounting on the high street in
the run up to Christmas.
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WEST MIDLANDS OVERVIEW

OUTPUT / BUSINESS ACTIVITY

Cambridge Econometrics forecasts that the regional economy will reduce by at least 1% in real terms, the
first time since 1992. Over half of the forecast reduction in GVA is expected to be driven by the construction
and banking & finance industries.

Produced for the Royal Bank of Scotland, the
Purchasing Managers Index (PMI) surveys
private sector companies (from both the
manufacturing and service sectors) to track
variables such as output, new orders,
employment and prices'.

Purchasing Managers Index - West Midlands
55
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English regions.

New orders also fell amongst the region’s businesses, albeit at a slightly slower rate than in October. Over
half of businesses surveyed have taken fewer orders during the month, with 17% seeing a growth in orders.
Performance on the New Orders Index remains below the UK average. Falls in new orders saw many
businesses focusing on completing their existing contracts, with a resulting record drop in their amounts of
outstanding business.

Purchasing Managers Index (PMI)

Seasonally Adjusted Index: 50 = no change on previous month
2008 Output / Business Activity New Orders Business Outstanding
West Midlands UK West Midlands UK West Midlands UK
September 40.4 44.7 36.7 42.7 36.6 39.2
October 38.5 42.0 32.6 39.2 34.6 37.6
November 30.7 37.8 33.6 35.6 31.3 35.4

Source: PMI West Midlands, December 2008 (RBS / Markit Economics)

In its Business Trends Survey for the three months to December 2008, the EEF saw respondents reporting
significant drops in business output and orders and forecasting further decreases in Quarter 1 of 2009. The
EEF reports that manufacturers in the West Midlands are suffering more than the rest of the country,
reflecting the weakness of the automotive sector, where 30% of businesses reported a fall in output over
the three months.

! An Index reading of 50.0 indicates no change on the previous month; readings above 50.0 signal an increase and

readings below 50.0 signals a decrease on the previous month.
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WEST MIDLANDS OVERVIEW

LABOUR MARKET

. Working Age Employment Rate (Seasonally Adjusted)
For the three months to October, the region’s g Age Employ v ad

employment levels fell again, with 12,000 fewer people _ e Working Age

in employment compared with the previous quarter. This £ "% Employment Rate
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The region’s employment rate also fell to 71.7%, 0.5% 2007 2008 2008 2008 2008

lower than the last period and 1.3% below a year ago. Source: ONS Labour Market statistics, December 2008

Unemployment Rate (Seasonally Adjusted) The West Midlands’ unemployment level and rate also rose.

691 Unemployment Rate 17,000 more people were unemployed compared to the
267 previous quarter, bringing the regional total to 182,000. At
26-5 1 6.9%, the region’s unemployment rate was 0.6% above
g 6.3 | both the previous quarter and the same period last year.
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= 5'5 women. However compared to a year previously 22,000

more men were unemployed and 7,000 fewer women.
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Source: ONS Labour Market Statistics, December 2008

West Midlands Labour Market Statistics (Seasonally Adjusted)

Reference Level Cha"‘?e don Change on o Change on Change on
Period (000s) r()gg:;;) year (000s) Raches) period (%) year (%)
Employment* Aug — Oct 08 2,451 -12 -47 71.7 -0.5 -1.3
Unemployment** Aug — Oct 08 182 +17 +15 6.9 +0.6 +0.6
Economically active* Aug — Oct 08 2,633 +5 -32 77.2 0 -0.8
Economically inactive®** Aug — Oct 08 744 -1 +26 22.8 0 +0.8
Claimant count” Nov 08 124.0 +8.2 +26.5 4.4 +0.3 +1.0

*Levels are for those aged 16 and over; rates for those of working age (16 — 59/64)

** Levels and rates are for those aged 16 and over; rate is a proportion of economically active

*** |evels and rates are for those of working age

+ Claimant count levels are the number of JSA claimant; the rate is the number of claimants as a percentage of claimants plus the
number of workforce jobs

Source: ONS, Labour Market Statistics, December 2008

Forecasts from Cambridge Econometrics suggest that as a result of the current economic climate
employment in the region will fall annually until 2012, not returning to 2008 levels until 2015. However the
region is forecast to lose fewer jobs than has been the case in previous recessions. Nevertheless, the retail
sector is expected to see a higher proportion of job losses than in previous downturns.
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WEST MIDLANDS OVERVIEW

November’s PMI Employment Index showed that in the three months to November all twelve UK regions
have seen a decline in workforce. However, the PMI reported that the West Midlands has seen the fastest
rate of shedding amongst the English regions.

The claimant count for the West Midlands rose by 8,200 on October’s figures. In line with many region’s the
West Midlands’ claimant count rate’ rose 0.3% between October and November. However at 4.4% the West
Midlands’ claimant count rate is now the second highest of the English regions, behind the North East. The
18-24 years age group has seen the largest percentage growth in claimant count levels over the last year,
with levels of computerised claims increasing by 32.2% compared with 30.1% for 25-29 year olds and a 16+
average of 29.5%. This emerging trend may highlight the particular vulnerability of young age groups to the
weakening labour market.

Local Authority Claimant Count Levels and Proportions® (non-seasonally adjusted)

. November 2008 Change on Month Change on Year
Local Authority " A - - A "
Area Claimant Clalma_nt Claimant Clalma.nt Claimant Clalma_nt
Level Proportion Level Proportion Level Proportion
Regional Average 121,455 3.7 +9,080 +0.3 +22,557 +0.8
Herefordshire 1,948 1.9 +185 +0.2 +613 +0.6
Stoke-on-Trent 5,806 3.9 +430 +0.3 +1,654 +1.1
Telford & Wrekin 3,042 3.0 +337 +0.3 +1,020 +1.0
Shropshire 3,250 1.9 +345 +0.2 +923 +0.5
Staffordshire 11,952 2.4 +1,432 +0.3 +4,861 +1.0
Warwickshire 7,326 2.3 +561 +0.2 +2,068 +0.6
Birmingham 37,816 6.0 +1,836 +0.3 +5,193 +0.8
Coventry 7,353 3.8 +398 +0.2 +1,000 +0.5
Dudley 6,918 3.8 +512 +0.3 +1,572 +0.9
Sandwell 8,983 5.1 +491 +0.2 +1,775 +1.0
Solihull 3,410 2.8 +376 +0.3 +1,049 +0.9
Walsall 7,335 4.9 +675 +0.5 +1,814 +1.2
Wolverhampton 8,216 5.7 +399 +0.2 +1,429 +1.0
Worcestershire 8,100 2.4 +1,163 +0.3 +2,586 +0.8

Source: ONS Labour Market Statistics, December 2008

Claimant count levels and proportions rose in all of the region’s local authority areas between October and
November. Amongst unitary and upper tier authorities the largest increases in claimant numbers were seen
in Birmingham (1,836) and Staffordshire (1,432). By contrast the smallest increases were in Herefordshire
(185) and Telford & Wrekin (337). There were significant differences between the region’s lower-tier
authorities. Wyre Forest saw the highest growth in claimant numbers (249), closely followed by Worcester
(244), Cannock Chase (243) and East Staffordshire (238).

For November claimant count proportions were highest in Birmingham (6.0%) and Wolverhampton (5.7%)
and lowest in Stratford-on-Avon (1.3%) and Malvern Hills (1.5%). Walsall and Redditch saw the greatest
growth in claimant count proportions between October and November, both increasing by 0.5%. Compared
with the November 2007, Cannock Chase has seen its claimant count proportion increase by 1.5%, with East
Staffordshire, Walsall and Redditch seeing growth of 1.2%. By contrast proportions have increased by 0.4%
in Malvern Hills and Bridgnorth.

% Claimant Count Rate — number of claimants resident in an area as a percentage of the sum of claimants and workforce jobs. A
work-based measure.
® Claimant Proportion — number of claimants resident in an area as a percentage of the working-age population residents in that
area. A resident-based measure.
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WEST MIDLANDS OVERVIEW

REGIONAL COMPANIES - EMPLOYMENT MONITORING

Manufacturing

Ceramaspeed, a ceramic heater company based near Kidderminster has gone into administration, 300
jobs are likely to be lost.

Dairy Farmers of Britain have announced the loss of 246 jobs in Uttoxeter, due to low cream prices and
high fuel costs.

Bulmers have announced the loss of 54 jobs from the bottling line at their cider factory in Hereford.
Humza, a halal food business based in Birmingham is creating nearly 100 extra jobs in Tyseley.
Rolls-Royce has been awarded a £258m engine contract for the UK's fleet of Royal Navy and Royal Air
Force Sea King helicopters over the next 10 years, part of which will be delivered at Ansty

Automotive Manufacturing

Wagon Automotive, the UK arm of this Birmingham-based car parts manufacturer has entered into
administration. 292 jobs will go at their Brownhills manufacturing plant in Walsall, but its site in
Coventry will remain open.

Aston Martin announced it would be cutting 300 full-time and 200 temporary jobs and extending its
Christmas break at its plant at Gaydon until 19" January as a result of falling sales figures.

UYT Ltd an automotive components manufacturer in Coventry are to lose 98 jobs.

Thyssen Krup Tallent an automotive components manufacturer at Cannock Chase have announced
further job losses taking the total to 380.

Jaguar will close its plant at Castle Bromwich for three weeks at Christmas, and Land Rover will be closed
a week longer than usual. The media reports that Jaguar Land Rover’s owner Tata Motors will be
injecting significant investment into the company following their request for financial support from the
Government.

Sonas automotive has gone into administration; brought down by the collapse of Wagon automotive,
their biggest customer. Sonas employs 200 people in Tyseley and Oxfordshire.

Services

Coventry Airport Handling Services have announced 92 job cuts as a result of fewer low cost flights at
the airport.

Birmingham Midshires in Wolverhampton have lost 40 jobs, mainly Financial Consultants.

West Bromwich Building Society is set to cut 150 jobs in its offices in West Bromwich and Dudley, an
eighth of their workforce.

Capita Group Services in Birmingham have won contracts from Birmingham City Council to administer a
new student grant and recycling schemes — this will result in 280 new jobs.

Claimer Care has announced expansion across the West Midlands which is likely to result in 500 new
jobs

Winston Green Care Homes are due to create 200 jobs alongside the construction of two new homes.
Unipart automotive logistics are opening a new distribution centre in Solihull adding 150 extra jobs.

Retail

Woolworths went into administration and will be closing all of its stores nationally in late December /
early January.
Halfords has announced the loss of 250 jobs nationwide, the impact on the region is not yet known, but
it seems likely that 50 jobs will be lost in the company’s headquarters in Redditch.
Aldi is planning to extend in the West Midlands, planning 4 more stores and 120 new jobs.
10
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WEST MIDLANDS OVERVIEW

INFLATION

In the Purchasing Managers’ Index (PMI) for 90 - Purchasing Managers Index - West Midlands __
November, businesses in the West Midlands
reporting the first fall in their input costs since
July 2003. Falls were reported amongst
manufacturers in particular with service sector
companies still reporting slight inflation. The PMI
saw businesses reporting moderate increases in
their output prices, although fewer than in
previous months. The survey saw some evidence
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and the need to remain competitive. 2008

Source: PMI'West Midlands. RBS / Markit Economics

CREDIT CONDITIONS

Businesses continue to raise concerns over the costs of borrowing. A survey undertaken by the West
Midlands Institute of Directors (loD) in November saw businesses citing experiences of their banks charging
higher fees and interest rates, shortening lending terms and tightening overdraft facilities. For some
businesses this has impacted on their cashflow, whilst others said they had had difficulties in accessing new
finance for capital investment. Another source says banks are not passing on interest rate decreases and are
increasingly linking their margins to LIBOR rather than Base rates.

Stakeholders in the region also report increasing concerns around personal debt. Between April and
November 2008, the region’s Citizens Advice Bureau has seen a large rise in people seeking advice on
finance issues. Over this period they have seen a 74% increase in advice issues on Jobseekers Allowance and
a 149% increase in advice issues on redundancy.

CONFIDENCE AND INVESTMENT

The EEF’'s Business Trends Survey for the three months to December reported a decrease in businesses’
planned capital expenditure, 36% of respondents reported a fall in their planned expenditure, compared
with 23% in the previous quarter.
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