West Midlands Taskforce
Monthly Economic Update - February 2009

NATIONAL HEADLINES:

The average independent forecast for GDP growth in 2009 has been revised down further to -2.7%, with
it forecast to return to slight growth (0.5%) in 2010.

Manufacturing output in Q4 2008was 8.1% lower than the same period the previous year, the steepest
falls in basic metals & metal product industries and transport equipment industries.

Automotive industry forecast that output in 2009 will be around a quarter lower than in 2008.

Like-for-like retail sales saw 1.1% growth in January, but this growth is heavily driven by food sales, with
non-food sales down 1.6% on last year.

Three months to January saw a 12% drop in visits to the UK by overseas residents, whilst visits abroad by
UK residents were down 6%.

In the three months to December 2008 there were 45,000 fewer people in employment nationally
compared to the previous quarter and 146,000 more unemployed. This brought the national
unemployment rate to 6.3% (1.1% higher than the same period a year ago), some 1.97million people.

Full-time employment fell by 78,000 in the three months to December 2008, whilst part-time
employment rose by 33,000.

Up 104,000 on the previous quarter, the number of redundancies seen in the three months to December
2008 (259,000) was the highest since records began. The number of job vacancies for the three months
to January 2009 (504,000) was also the lowest on record, down 76,000 on the previous quarter.

Inflation fell again in January with the CPI dropping to 3.0% and manufacturers’ input prices seeing
annual inflation of 2.3%. The Bank of England expect CPI to fall below target (2%) over the medium term.

The CBI survey found the very largest companies (employing 5,000+) have seen the greatest tightening
of credit availability; but large companies (250-4,999 employees) have reported the greatest impact of
this tightening on their business activities.

New for housing, commercial and industrial construction orders remain significantly down on last year;
however new infrastructure and public non-housing orders are markedly up on last year.

REGIONAL HEADLINES:

West Midlands businesses reported a decline in output for the 8™ month running in January’s Purchasing
Managers Index (PMI). Over the last three months the region has seen the sharpest decline in output
and the fasting shedding of jobs of the English regions.

Unemployment rose by 34,000 for the three months to December. The unemployment rate rose to 7.7%

The region’s claimant count level rose by 8,400 in January and the claimant rate rose to 5.1%. The
greatest increases in claimant numbers were in Birmingham and Staffordshire. Redditch and Wyre Forest
saw their claimant count proportions increase by 0.7% and 0.8% respectively.

Federation of Small Businesses’ (FSB) Survey found the region’s businesses facing tightening of credit,
but to a lesser extent than other parts of the country. A high proportion of respondents remained
unaware of the Government’s guarantee finance schemes.

Contact: Glynn Jones — Economic Strategy, Advantage West Midlands

Tel: 0121 380 3572 Email: glynnjones@advantagewm.co.uk




UK OVERVIEW

OUTPUT / BUSINESS ACTIVITY

The independent forecasts published by the
Treasury in February have again been revised
down. The average forecast for GDP growth in
2009 is now -2.7% (down from -2.1% in January),
with 0.5% growth forecast for 2010. The forecasts
for 2009 are considerably lower than previously,
with the average -0.9% in November 2008 and
0.9% in August 2008.

The IMF’s latest Economic Outlook forecasts that
advanced economies will contract by 2.0% in
2009, but that the UK will perform worst with a
decline of 2.8% in output 2009. However, it
forecasts the UK to see a faster return to growth
in 2010, albeit at only +0.2%. The CBI’s forecast
for 2009 projects an even sharper decline (-3.3%)
(markedly down on the -1.7% they forecast in
November), before stabilising in 2010.

Manufacturing — Q4 saw a particular steep
contraction in manufacturing output, falling 5.1%,
compared with the previous quarter. This is the
largest fall since 1974. Output in Q4 was 8.1%
lower than the same period in 2007. In terms of
sub-sectors, the greatest falls were seen in basic
metals and metal product industries (-9.4%);
transport equipment industries (-7.7%); and
paper, printing and publishing industries (-5.8%).
The Bank of England reports that the automotive
and construction-related sub-sectors have seen
steep cuts in orders, whilst other such as
aerospace and food processing have seen less of a
drop. The CBI forecasts a further steep decline in
manufacturing output, falling 10.1% in 2009.

Automotive manufacturing — Total car production
was down 33% in the final quarter of 2008
compared with the previous year. It’s forecast
that 2009 output will be around 25% down on
2008. With falling sales a number of companies
are taking steps to rebalance their output and
stock with demand. New car registrations in
January 2009 were down 30.9% on the previous
year. The Society of Motor Manufacturers and
Traders (SMMT) expect the market to decline by
19.3% in 2009. Manufacturers continue to offer
finance and deals to stimulate sales, but are

seeking additional Government support to
promote demand. Several EU states have
introduced ‘scrappage’ incentives to encourage
consumers and deliver environmental benefits.

Services — service sector output fell by 0.9%
between Q3 and in Q4 2008. The most significant
fall was seen in Distribution (-2.6% - driven by
drops in the Wholesale and Motor trades). Output
from Business Services and Finance fell by 0.6%,
with the greatest decrease in Other Business
Services, which include labour recruitment and
management consultancy. The CBI service sector
survey reports falling volumes and values of
business and profitability as well as negative
future investment plans.

Construction — private-sector activity remains
considerably down on 2008 levels, although some
of this decline has been offset by public sector
activity. The private sector development pipeline
is expected to remain limited due to unsold new
housing stock and tighter finance conditions.

Retail —January brought some positive news for
retailers, with the British Retail Consortium
reporting that like-for-like sales were 1.1% higher
than the previous year whilst total sales growth
was 3.2% higher. This was the sector’s best
performance since May 2008, although largely
driven by discounting in clearance sales. This
improvement is heavily driven by food sales,
seeing 5.1% growth in like-for-like sales, whilst
non-food sales remained down on last year (-
1.6%). Whilst non-food, non-store sales were
19.2% higher than a year ago, this was a drop
from the significant rise seen in December (30%).

Tourism & Leisure — the three months to
December 2008 saw a 12% drop in visits to the UK
by overseas residents compared with the same
period in 2007, visitor spend was down 1%. Visits
abroad by UK residents were down by 6%. Future
bookings are down 5.5% on last year. The
downturn is particularly evident for the corporate
exhibitions and conferences market. Visitor
attractions are reporting positive trading in early
2009, although weaker secondary spend.
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UK OVERVIEW

LABOUR MARKET
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The CBI forecasts that unemployment will reach 2.9 million by the end of 2009, peaking at just over 3 million
in Q2 of 2010. Between December 2008 and January 2009 the UK’s claimant count rose by 73,800 people, to
total 1.23 million. This level is 438,100 higher than a year ago and the highest since July 1999. The claimant
count rate in January rose to 3.8%, up 0.2% on December and up 1.4% on the January 2008. For the three
months to December 2008 the number of economically inactive people of working age fell by 29,000 over
the quarter and by 48,000 over the year to total 7.86 million. The economic inactivity rate for the quarter
was 20.8%, down 0.1% over the quarter and 0.2% over the year.

UK Labour Market Statistics

Reference Level Cha“‘?e don Change on o Change on Change on
Period (000s) Z;;:;;) year (000s) G, period (%) year (%)
Employment* Oct — Dec 08 29,361 -45 -37 74.1 -0.3 -0.7
Unemployment** Oct — Dec 08 1,971 +146 +369 6.3 +0.4 +1.1
Economically active* Oct — Dec 08 31,333 +101 +332 79.2 +0.1 +1.1
Economically inactive*** Oct — Dec 08 7,858 -29 -48 20.8 -0.1 -0.2
Claimant count” January 2009 1,233.0 +73.8 +438.1 3.8 +0.2 +1.4

*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 claimants; the claimant rate is the number of claimants as a percentage of claimants
plus the number of workforce jobs

Source: ONS, Labour Market Statistics, February 2009

The number of redundancies for the three months to December 2008 was 259,000, the highest since records
began. This level was up 104,000 compared to the previous three months and 148,000 than a year ago. In
addition the number of people in full-time employment fell over the three months (down 78,000) whilst the
number of people in part-time employment rose (up 33,000).

The number of job vacancies also fell for the three months to January 2009. At 504,000 this was also the
lowest on record, down 76,000 on the previous three months and 179,000 lower than a year ago. Lagged
data for workforce jobs showed that in September 2008 there were 134,000 fewer workforce jobs than the
previous quarter, with the finance and business services sector seeing the greatest fall (72,000).
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UK OVERVIEW

INFLATION
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Inflation has continued to fall from its peak (5.2%) in September 2008. The Bank of England expects that in the
medium-term CPI will fall below the 2% target, as spare capacity outweighs the impact of sterling’s
depreciation on import and consumer prices. This also reflects downward pressures from falling fuel and
energy prices and the temporary VAT cut, although the latter will push CPI back towards target in early 2010.

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 Price Indices

Percentage Change
Date 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
August 2008 29.0 -0.3 9.1 -0.7
September 2008 24.1 -1.7 8.5 -0.3
October 2008 16.2 -3.8 6.7 -1.0
November 2008 8.2 -3.4 5.1 -0.8
December 2008 3.5 -2.4 4.6 -0.1
January 2009 2.3 1.5 3.5 0.1

Source: National Statistics, Producer Prices Index, January 2009

Input prices for the manufacturing industry rose by 1.5% between December 2008 and January 2009,
reflecting rising crude oil prices. However, annual inflation for input prices fell from 3.5% in December to
2.3% in January. When excluding volatile sector (food, beverages, tobacco and petroleum), input prices rose
0.5% between December and January and annual inflation for the year to January was 10.8%.

Between December and January there was an increase of 0.1% in the output prices for home sales. This rise
reflected increases in the prices of food, transport, other manufactured products and tobacco and alcohol,
but was partially offset by a fall in petroleum product prices. Annual inflation for the year to January was
3.5% (down from 4.6% in the year to December 2008). Excluding the volatile sectors, output prices saw
annual inflation of 4.1%, with a 0.4% rise between December and January.
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UK OVERVIEW

CREDIT CONDITIONS

A survey completed by the CBI in January 2009 saw half of the businesses contacted reporting that their
ability to access finance has worsened since the credit crunch began. 63% of companies felt this had been
particularly bad over the last three months, with 59% expecting a similar deterioration over the next quarter.
This tightening of credit availability was seen to be greatest amongst the very largest companies (5,000+
employees).

The survey found existing credit lines had been reduced or removed for 30% of the companies surveyed,
whilst 63% of those companies seeing new credit said its availability had worsened. The survey found that
finance (especially new and renewed credit) is becoming more costly with rates increasingly linked to LIBOR
rather than the Bank Rate; higher arrangement fees; and more time and resource needed to access finance.
65% of those businesses that use trade credit insurance had seen a fall in its availability, with many reporting
cuts in the credit limit and/or number and type of customers covered by their insurance.

Overall the tightening of credit is seen to be having a negative impact on business activity. 56% of the
businesses surveyed had scaled back their capital investment plans; 37% had made job cuts; and 31% had
reduced their investment in staff training. Merger and acquisition activity was also reported to have been
reduced due to tighter credit conditions. Large businesses (250 — 4,999 employees) reported the greatest
impact on their activities, despite having reported less deterioration in credit availability compared to very
large companies and SMEs.

A survey by the National Farmers’ Union (NFU) in late 2008 concluded that whilst some farmers are facing
higher borrowing costs, they appear to being treated reasonably by banks. Anecdotally the NFU reports that
the sector may be being treated better than other sectors when it comes to borrowing funds. The
Commission for Rural Communities (CRC) has highlighted the particular importance of credit card terms and
costs, since research has found that rural SMEs are more likely to draw on sources of household finance such
as credit cards and overdrafts. This again stresses the importance of banks passing on Bank Rate reductions.

CONFIDENCE AND INVESTMENT

In response to falling demand for goods and difficulties in accessing finance, many businesses are cutting
back on production; destocking; and cutting back on employment and investment plans. The CBI forecasts
that businesses will continue to scale back their investment plans in 2009. They expect business investment
to decrease by 9.2% in 2009 and 1.7% in 2010 and that household spending in 2009 will drop 2.7%.

The Nationwide’s Consumer Confidence Index saw a further fall in January 2009, falling eight points from 48
in December to 40. This brings the Index to half the level it was at this time last year, reflecting growing
concerns about employment and the wider economy. Of those questioned 82% thought the economic
situation was bad (compared with 25% at the same point in 2008 and 75% in December 2008) whilst 67%
thought there would be fewer jobs available in six-month’s time (up from 32% feeling this in January 2008
and 63% in December). The Nationwide feels that the steps the Government is taking to restore confidence,
in addition to falling fuel and food costs and lower interest rates, are encouraging for consumers but are
unlikely to impact on confidence in the short-term.

However, despit falling consumer confidence, the Nationwide’s Spending Index has risen over the last six
months. This likely reflects the recognition that falling prices for major purchases mean that there are good
deals to be had if you are in a position to buy. Of the people questioned, 33% felt that now was a good time
to make major purchase, such as a house or car, compared to 13% in January 2008. 50% of consumers
thought now is a good time to buy household goods (e.g. fridge, TV, etc) compared to 44% last year.
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UK OVERVIEW

HOUSING, PROPERTY AND REGENERATION
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The Nationwide and the RICS state that buyer enquiries have been improving in recent months and the Bank
of England reports that mortgage approvals increased by 15% in December 2008. However, approvals
remain 58% lower than in December 2007, potentially reflecting tighter mortgage availability and buyers
taking a slower and more cautious approach. House repossessions also rose to 40,000 in 2008, 54% above
2007 figures. Falling house prices and interest rates are however having a positive effect on affordability. The
house price to earnings ratio fell to an estimated 4.48 in December, a fall of 23%. Likewise mortgage
payments for the average new borrower have fallen from 31% of gross earnings in the first half of 2008 to an
estimated 21% in January 2009.

The value of all new construction orders for the three months to December 2008 fell by 9% compared with
the previous quarter and 26% compared with the same period in 2007. The rate of contraction differed
significantly between construction activities. Private sector housing orders fell by 3% on the previous quarter
and by 57% on the same period the previous year. By contrast public and housing association housing orders
fell by 24% compared with the previous quarter and 28% compared to the period in 2007. Private
commercial and industrial orders also fell, down 22% and 17% respectively on the previous three months
and down 41% and 36% on a year earlier.

New infrastructure orders (public and private sector) for the three months to December 2008, rose 20%
compared to both the previous quarter and the same period in 2007. Whilst public non-housing orders fell
by 5% compared to the previous quarter, they rose by 36% compared with the same period a year before.

New Construction Orders in Great Britain

Volume of Orders: Seasonally adjusted; Constant (2000) prices (£m)
2008 Public Housing1 Private Housing1 Infrastructure Pu'.Jhc (excl. anat? Prlvate. All New Work
infra.) Industrial Commercial

Mar 103 426 296 540 151 1101 2617
Apr 134 413 397 759 187 1116 3005
May 140 517 353 405 96 740 2250
Jun 141 352 491 360 137 659 2141
Jul 155 313 411 636 129 672 2315
Aug 152 226 460 466 265 738 2307
Sept 108 320 225 539 103 942 2237
Oct 154 255 314 387 177 773 2060
Nov’ 93 277 161 655 107 518 1813
Dec’ 68 302 844 510 128 542 2394

T Excludes orders for home improvement work; P Provisional figures
Source: New Orders in the Construction Industry, February 2009 (Office of National Statistics)
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WEST MIDLANDS OVERVIEW

OUTPUT / BUSINESS ACTIVITY

Produced for the Royal Bank of Scotland by
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Whilst the PMI continues to report falling new orders, the rate of decline was slowest of the last four
months. Similarly whilst companies report further falls in outstanding business, the rate of this decline is less
than in the previous two months.

Purchasing Managers Index (PMI)

Seasonally Adjusted Index: 50 = no change on previous month
Month Output / Business Activity New Orders Business Outstanding
West Midlands UK West Midlands UK West Midlands UK
November 2008 30.7 37.9 33.6 35.6 31.3 354
December 2008 33.2 38.6 31.2 36.2 31.1 35.6
January 2009 34.7 40.6 34.2 39.0 33.6 36.7

Source: PMI West Midlands, February 2009 (RBS / Markit Economics)

A survey completed by the Federation of Small Businesses at the end of January 2009 found that 57% of
West Midlands respondents had seen a reduction in their trade levels over the last two months, compared
to a UK average of 54%. However this proportion was a slight improvement from the 64% who reported a
decrease in their November 2008 survey. By contrast 13.8% of respondents said they had seen an increase in
trade levels, compared to a UK average of 17%.

L An Index reading of 50.0 indicates no change on the previous month; readings above 50.0 signal an increase in activity
and readings below 50.0 signal a decrease in activity on the previous month.
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WEST MIDLANDS OVERVIEW

LABOUR MARKET

For the three months to December 2008 the

Employment Rate (Seasonally Adjusted)

region’s employment level was up slightly on 73:5 1
the previous quarter (+1,000), but down 50,000 c
on the same period in 2007. The region’s % 73.0 1
employment rate for the three months was ;_g 725
71.8%, the same as the previous quarter, but s
1.5% down on a year previously. Economic gn 720 |
activity levels rose by 34,000 on the previous 15
three months to 204,000. This was just 1,000 5 5, |
higher than the year before. This was reflected -§
in a 1.0% rise in the economic activity rate, to X 710 , , , , ,
77.9% compared to the previous quarter. Oct-Dec Jan-Mar Apr-Jun  Jul-Sep 2008  Oct-Dec
2007 2008 2008 2008
Source: ONS Labour Market Statistics, Feb 09
10.0 _Unemployment Rate (Seasonally Adjusted) The region continued to see increases in its
unemployment level and rate. The number of
¢ 80 - unemployed people in the region was 34,000 higher than
§ / the previous quarter and 51,000 higher than the same
=: 6.0 1 period in 2007. At 7.7% the region’s unemployment rate
£ was 1.2% higher than the three months to September and
g 40 - 1.9% higher than Q3 in 2007. The region’s claimant count
E rose by 11,200 people between December 2008 and
0\3 20 - January 2009. This is 38,600 more people than a year ago.
The claimant count rate is now 4.8%, up 0.4% on last
0.0 : : : : , month and 1.4% higher than in January 2008.
Oct-Dec Jan-Mar Apr-Jun Jul-Sep Oct-Dec
2007 2008 2008 2008 2008
West Midlands Labour Market Statistics
Reference Level Change on Change on o Change on Change on
Period (000s) F(): (;g:; year (000s) S ) period (%) year (%)
Employment* Oct — Dec 08 2,456 +1 -50 71.8 0.0 -1.5
Unemployment** Oct — Dec 08 204 +34 +51 7.7 +1.2 +1.9
Economically active* Oct — Dec 08 2,660 +34 +1 77.9 +1.0 0.0
Economically inactive*** Oct — Dec 08 720 -31 0 22.1 -1.0 0.0
Claimant count” Jan 09 142.6 +8.4 47.8 5.1 +0.3 +1.7

*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 claimant; the rate is the number of claimants as a percentage of claimants plus the
number of workforce jobs
Source: ONS, Labour Market Statistics, February 2009

At 10,813 the number of job vacancies notified to Jobcentre Plus in the region in January 2009 was less than
half that registered in December 2008 (23,372). Of January’s vacancies, 61% were in the banking, finance &
insurance sector; 15% in public administration, education & health; and 12% in distribution, hotels &
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WEST MIDLANDS OVERVIEW

restaurants. 14% of these vacancies were in ‘elementary administration and service occupations’, whilst 12%
were in 13% were in caring personal service occupations.

Between November 2008 and January 2009 the region saw 16,640 notified redundancies. This is a 265%
increase on the same period a year earlier. 30% of these redundancies were reported in the Coventry &
Warwickshire sub-region; 21% in Birmingham & Solihull; 18% in the Black Country; 16% in the Marches; and
15% in Staffordshire. The manufacturing sector continued to make-up a significant share of these
redundancies, with knock-on impacts for the transport and logistics sector.

The latest PMI for the West Midlands showed businesses shedding staff in January 2009 at a record rate for
the series. 38% of respondents in the region reported lower staffing levels, principally due to falling demand.
Job shedding was seen in both the manufacturing and service sectors, however some manufacturers
highlighted that reduced working hours had been introduced to avoid making redundancies. Over the last
quarter the West Midlands has seen the worst performance of all of the UK’s region for job shedding.

Sub-Regional Picture

All of the region’s local authority districts saw an increase in their claimant count level and claimant count
proportion between December 2008 and January 2009. Amongst the region’s upper-tier and unitary
authorities, the greatest increase in numbers was seen in Birmingham (2,198) followed by Staffordshire
(1,910). The smallest increases in absolute numbers were in Herefordshire (361), Solihull (469) and Telford
and Wrekin (474). Of the region’s lower-tier authorities, the greatest increases in claimant levels were seen
in Wyre Forest (486), Nuneaton & Bedworth (399) and Redditch (362).

Local Authority Claimant Count Levels and Proportions2 (non-seasonally adjusted)

. January 2009 Change on Month Change on Year
Local Authority . . - . - -
Area Claimant Claimant Claimant Claimant Claimant Claimant
Level Proportion Level Proportion Level Proportion
Regional 146,790 4.5 +14,090 +0.5 +49,189 +1.5
Herefordshire 2,550 2.5 +361 +0.4 +1,033 +1.0
Stoke-on-Trent 7,435 5.0 +901 +0.6 +2,818 +1.9
Telford & Wrekin 3,964 3.9 +474 +0.4 +1,816 +1.8
Shropshire 4,139 2.4 +547 +0.3 +1,715 +1.0
Staffordshire 15,782 3.1 +1,910 +0.4 +7,747 +1.5
Warwickshire 9,511 3.0 +1,385 +0.5 +3,964 +1.2
Birmingham 41,816 6.6 +2,198 +0.3 49,242 +1.5
Coventry 8,992 4.6 +907 +0.4 +2,429 +1.2
Dudley 8,440 4.6 +791 +0.4 +2,851 +1.6
Sandwell 10,788 6.2 +950 +0.6 +3,349 +1.9
Solihull 4,224 3.5 +469 +0.4 +1,756 +1.4
Walsall 9,006 6.0 +860 +0.6 +3,260 +2.2
Wolverhampton 9,310 6.5 +674 +0.5 +2,164 +1.5
Worcestershire 10,833 3.2 +1,663 +0.5 +5,045 +1.5

Source: ONS, Labour Market Statistics, February 2009

A number of districts saw significant growth in their claimant count proportion between December and
January. Whilst the regional claimant count proportion rose by 0.5% over the month, Stoke-on-Trent,
Tamworth, Sandwell and Walsall saw an increase of 0.6%. Redditch and Wyre Forest saw their claimant
count proportion increase by 0.7% and 0.8% respectively. The ratio of claimants to unfilled vacancies varies
significantly between districts, with for example 27.3 and 26.3 claimants for every unfilled vacancy in
Staffordshire Moorlands and Wolverhampton respectively, compared to a regional average of 10.8.

% 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

GKN has announced that it is closing two factories and that there will be 600 job cuts in the West
Midlands. 102 jobs are to be lost at Great Barr (some staff at Great Bar will be offered a transfer to the
Erdington factory), 264 at Aldridge, 150 will be lost in Telford and 84 in Erdington.

Modular Automation International in Birmingham, a manufacturer of bespoke production line
machinery has cut 55 jobs. The company is continuing to trade but is seeking a buyer.

Jebron and Jebron Plating in Wednesbury have announced that 90 jobs are at risk

Corrupad UK the corrugated packaging manufacturer based in Aston, Birmingham with 26 staff has
gone into administration

Mazak Bloxwich metal alloys company is undertaking a review of its operations, it is thought that 70 jobs
are at risk

John Price & Sons of Bilston has called in administrators, half of its 38 jobs have already been cut
Bostik / Evode a glue manufacturer in Birmingham is to cut 120 jobs, the redundancies are proposed
between April and May 2009

Castings PLC in Brownhills have announced a further 30 job losses bringing the total number of
redundancies at the plant in recent weeks to 130

3663 Food Service to shed 68 jobs

Automotive Manufacturing

Stafford Rubber Company an automotive components supplier in Norton Canes has gone into
administration making 60 out of its 80 strong workforce redundant

Metal Pressings Group in Redditch has gone into administration making half of its 175 strong workforce
redundant

Mann Hummel at Featherstone has announced that 50 jobs are to be lost

Nobel Automotive are relocating a factory to Turkey - 260 jobs are to go in Witton, Birmingham due to
the relocation

TRW have announced that 180 jobs are to go across three plants in the region — it has sites in Perry Bar,
Mere Green and Solihull

Oleo International an automotive components firm in Exhall has been bought out after going into
administration in late 2008 saving 102 jobs

JCB is to shed 97 of the 440 jobs at its heavy excavators factory in Uttoxeter

Premier MSS is expected to shed 36 jobs in Warwick

Services and Distribution

Warwick Finance — 100 jobs are to be lost in Birmingham as the company closes its regional branches
following a ruling from the FSA

Central Independent Newspapers has announced that it is experiencing difficulties and that 19 jobs
could be lost

Vodafone have announced 500 job losses nationally, the impact is expected to be felt across the UK
including the West Midlands, however Vodafone say that they are continuing plans to build a new call
centre in Stoke-on-Trent.

Property and Construction

David Payne Homes has gone into administration; the company is working on a number of sites across
the West Midlands and has made 20 out of 37 of its staff redundant.
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Retail

Adams Childrenswear based in Nuneaton has been bought by John Shannon an Irish businessman, this
will secure 1900 jobs nationwide and 120 shops.

Makro is due to close two stores, one in Coventry cutting 139 jobs, and one in Wolverhampton cutting
127 jobs, the closures have been blamed on difficult trading conditions,

Zavvi in Walsall are closing, signalling a loss of 15 jobs

Public Sector

Warwickshire County Council has been planning to make 600 redundancies over the past 6 months —
the reductions will be achieved largely by natural turnover and redeployment of staff

Coventry City Council is to cut 190 jobs across several departments due to budget limitations — the cuts
will take place between April 2009 and April 2010

And some regional Good News story s......

Longbridge — Government approved the Local Area Action Plan which provides a 15-year vision for the
development of 140 acres of the former MG Rover site. The plan will lead to the creation of 10,000 jobs
and at least 1,450 homes alongside new transport and community infrastructure.

Scheff Foods a Birmingham manufacturer of frozen food and ready meals has secured funding from RBS
and a grant from AWM to expand and build a new factory

Positive news of an automotive supplier in the region winning work from a major automotive company
in Europe due to its competitiveness following Sterling’s depreciation

Lawrence Recycling and Waste Management has secured a £10million injection of cash to complete the
development of a new materials recycling facility in Kidderminster with the creation of more than 70
jobs over the next 5 years in

Geko Direct is to create 40 sales and administration jobs at its mobile phones business in Stoke —on-
Trent over the next two months

Basta Parsons is to close its Listers locks and hardware distribution operation in Ipswich with the loss of
57 jobs in order to transfer work to its site in Wolverhampton

Drayton Manor has unveiled plans to build a new 150 bedroom hotel at its theme park near Tamworth
by 2010, with the creation of more than 50 jobs

Jesse Shirley & Son a Staffordshire based pottery firm has been sold out of administration securing the
future of 40 jobs

Asda is to create 375 new jobs in Rugby in June 2009 when it opens a new store — most jobs are to be
part time.

The Priory Group is recruiting 60 new workers for Orchard Care Home in Bentilee near Stoke on Trent
Kentucky Fried Chicken is set to create 40 jobs in Cross Heath North Staffordshire — KFC plan to open a
new drive-thru restaurant

A Premier Inn at Walsall Waterfront is set to create 60 new jobs

Debenhams are due to open a new store in Kidderminster in November 2009 (in the region of 150 jobs
proposed)

NOM - in January this Austrian dairy company commenced production at its new 20-acre, £50m plant in
Telford. The factory aims to employ 125 people by mid-2009, with plans to have around 500 workers at
the end of its first three years and to develop links with the local supply-chain.

Jaguar Land Rover is reported to have signed a three-year agreement to provide 13,000 vehicles to a
major Chinese company.
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INFLATION
For the first time in three months, the PMI g0 . Purchasing Managers Index - West Midlands
report for January showed businesses in the = g5 . .
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Source: PMI West Midlands. RBS / Markit Economics, Feb 2009

CREDIT CONDITIONS

The findings of the Federation of Small Businesses’ (FSB) snapshot survey in late January suggest that whilst
the region’s businesses are facing increased difficulties in terms of the availability and costs of finance, this is
to a lesser extent than other parts of the UK. The survey found that 26.5% of respondents from the West
Midlands had seen increases in the costs of existing finance, down from the 29.8% in November 2008,
compared with a UK average of 28%. There were also a smaller proportion of respondents reporting
increases in the cost of new finance: 25% compared with 27% seen nationally and the 29.8% reported in the
region last November. 14.7% of respondents from the region had been turned down for credit in the last
two months, compared to 17.6% nationally.

These findings closely reflect those of the ICAEW? that access to finance is less of an issue in the West
Midlands than elsewhere in the UK. For Q4 2008 they report that whilst one in three businesses nationally
report that access to capital is a greater challenge to their performance than a year ago, this is only the case
for 17% of businesses interviewed in the West Midlands. However this could also in part be due to West
Midlands businesses being more cautious about taking on greater debt.

The FSB’s survey saw 37% of the region’s respondents saying they had experienced an increase in payment
times. This closely mirrors the figures seen nationally. The West Midlands was recognised as performing
second only to Scotland in terms of prompt public sector payments. 16% of respondents from the region
claimed they had had to wait longer than the target 10 days for payment, compared with 20% nationally.

The survey also explored the impact of Government’s steps to improve credit conditions. 55% of the region’s
respondents felt that the Government’s guaranteed finance schemes would not encourage increased bank
lending; 28.8% thought that it would, whilst 16.3% were not aware of the schemes. 10.4% of respondents
said that the Enterprise Finance Guarantee Scheme was available from their bank, whilst 25% said that it was
not. A worrying 63.7% were not aware of the scheme, although this is less than the 66% seen nationally.

* |CAEW’s Business Confidence Monitor Q4 2008 sampled 81 businesses in the West Midlands.
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CONFIDENCE AND INVESTMENT

The Institute of Chartered Accountants in England and Wales (ICAEW) has reported that business confidence
in the West Midlands saw a slight improvement in Quarter 4 of 2008 compared to Q3, whilst all other
regions except Scotland saw a continued decline on confidence. However these two regions had already
seen sharp declines in confidence earlier in the year.

According to this particular survey, the ‘relative’ optimism amongst regional businesses is reflected in their
projections for turnover and profit. They expect turnover to grow by 3.8% (down from the 5.7% seen in the
last year), this is higher than the UK average projection of 2.3%. In terms of profits, West Midlands
businesses project annual growth of 2.7%, compared to 3.6% growth last year and a UK average projection
of 1.6%.

Businesses interviewed by the ICAEW in the region expected to cut back growth in their capital and staff
expenditure. Capital expenditure growth is expected to be cut back to 0.4%, compared with growth of 2.6%
over the last 12 months. Employee numbers are expected to increase by 0.9%, compared with 2.2% seen
over the last year and staff development expenditure to grow by 0.5%, compared with 2.3% the previous
year.

Solihull MBC reports that the number of commercial property enquiries received by their Business
Investment team has seen a significant drop, with levels for Q3 2008/09 50% lower than the same period in
previous two years. Similarly inward investment levels have declined with 13 new investments in Q3
2008/09 compared with 23 new investments in Q3 2007/08, whilst there have been only three foreign direct
investments recorded so far during 2008/2009, compared with eight and seven recorded during 2007/2008
and 2006/2007 respectively.

Local stakeholders in the region have highlighted concerns low business confidence has resulted in the
withdrawal pending applications for the Redundant Buildings Grant. It is thought that uncertainties relating
to Empty Property Rate Relief in future financial years contributed to businesses’ concerns, limiting
speculative development and disincentivising rural business diversification.

It is reported that some businesses are being negatively affected by increased rent and financial demands
from commercial property landlords. This has resulted in the closure of some branches / franchised
premises, such as the closure of the Cargo store in Evesham, Worcestershire following failure to agree a new
lease with a 50% rent increase.
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Spotlight on the Visitor Economy

Tourism and leisure continues to be a growing sector of the regional economy, generating an estimated £6billion
expenditure per annum and supporting 115,000 jobs. In addition to well established leisure visitor destinations such as
Shakespeare Country and the Ironbridge Gorge World Heritage site, the region’s conference and exhibitions sector is a
particular strength, its value being estimated at £6.8billion (KPMG 2007).

Alongside business tourism, day-visitor leisure activity accounts for the bulk of total revenues and visits. While
important for a number of destinations, overseas visitors account for a relativity small proportion of overall sector
turnover. The largest proportion of tourism revenues are generated in the greater Birmingham area, however in
relative terms, the sector is a key generator of wealth and employment, and supporter of services across market towns
and the shire counties.

Current Trading Conditions

The region’s visitor economy is subject to the same business/consumer confidence trends being experienced at national
level. The worldwide economic downturn is having a negative impact on travel as a whole, however, Sterling’s relative
weakness against major currencies has presented the sector with an opportunity. This weakness has the dual impact of
positioning the UK as a good value destination for overseas customers, and overseas destinations as being less
attractive for UK residents, enhancing UK destinations competitive advantage. Alongside the UK’s newfound value-
based status, indicators also suggest that during a severe economic downturn, consumer demand for good value
leisure/ entertainment experiences grows, providing tangible opportunities for the sector. While variation across the
sector is significant a number of trends are apparent;

Visitor Attractions: Strong trading performance over the final quarter of 2008 and early 2009. Confidence for the
sector as a whole is high and potential opportunities for growth available

Cultural Venues: Strong trading performance for the cultural sector (theatres, cinema, arts venues) over the final
quarter of 2008 and early 2009. Optimism for the year ahead for the sector as whole is high

Business Tourism Feedback from major venues such as the NEC, key business destinations and accommodation
sector representatives indicates that the conferences & exhibitions and corporate/business
segments are bearing the brunt of the economic downturn in the visitor economy. Forward event
bookings are down significantly, hotel business trading is down, & secondary expenditure levels are
significantly lower. The sector is set for tough trading in the year ahead: business confidence is low

Retail: Approximately 25% of all visitor expenditure occurs in the retail sector. As has been widely
reported, high street trading is experiencing a significant downturn across the region. Where
footfall has been maintained, margins are being squeezed. Market town/ independent retailers
are suffering similar trading challenges to national retailers

Accommodation: The accommodation sector as a whole has experienced a significant dip in performance — hotel
revenue per room available (REVPAR) has fallen. Although leisure based trade is forecast to hold
up, the hotel sector’s reliance on business/corporate trade is anticipated to have a depressing
impact over 2009. Business confidence/optimism is low. The self-catering sector is showing signs
of more buoyant performance in comparison.

Opportunities

Despite being susceptible to falling business/consumer confidence, elements of the visitor economy are well placed to
grow during 2009. While there is consensus that the conferences & exhibitions, hotel and retail sectors are set for an
extremely tough 2009, tangible opportunities are available to grow leisure trade from the day-visitor and domestic
short break segments, taking advantage of consumer demand for good quality leisure/ entertainment experiences and
the relative value for money of UK destinations.

As a means of stimulating market interest and trade, the first component of the strategic regional spring marketing
campaign has been brought forward to commence in February. Focusing on the short breaks and day-visitor market
segments, the overall regional spring campaign will include a strong events focus, and is also seeking to incorporate
targeted television advertising of the region for the first time. www.visittheheart.co.uk
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