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National Headlines:

= The Bank of England’s May Inflation report forecasts the UK economy will contract by 4% in 2009, returning to
positive growth in the first half of 2010. Recovery is expected to be slow and protracted.

=  Whilst the Purchasing Managers Indices (PMI) report that manufacturing and service sector businesses continue
to see falling output and new orders the pace of decline has eased considerably.

= In the three months to March 2009 unemployment rose by 244,000 compared with the previous quarter. The
national unemployment rate rose by 0.8 percentage points to 7.1%

= Rising unemployment over the quarter was driven by both people losing jobs (157,000 fewer in employment over
the quarter) and new entrants to the labour market (87,000 more economically active).

= The UK claimant count rose by 57,100 between March and April to reach 1.51 million.

= The number of people in full-time employment fell by 160,000 in the three months to March 2009, whilst the
number in part-time employment rose by 3,000.

= Annual inflation in the year to April 2009 was 2.3% according to the Consumer Price Index (CPI), down from the
2.9% reported in March. The Retail Price Index (RPI) fell further to -1.2% for the year to April 2009.

= The Royal Institute of Chartered Surveyors (RICS) reports that house buyer enquiries have now risen for six
months running and that new sales have risen over the month. Various housing prices indices report that the
pace of prices falls has slowed and mortgage approvals continue to rise.

Regional Headlines:

= The West Midlands’ PMI for April reports that businesses in the region continue to see falling output. Whilst the
pace of decline has eased, with the Index posting its best reading for eight months, the region is seeing the
steepest falls in output of the English regions. The region also has the steepest job-shedding of any UK region.

= The West Midlands employment rate fell by three times the national average in the three months to March,
dropping 1.5 percentage points. This reflected 40,000 fewer people in employment in the region.

= Unemployment in the West Midlands rose by 42,000 in Q1 2009. At 9.3% the region now has the highest
unemployment rate of the UK regions having risen by 3.0 percentage points over the last year.

= Unlike the national trend, the West Midlands is seeing growing economic inactivity levels. The region has seen
the largest rise in its economically inactivity level of the English regions over the last quarter and year.

=  Whilst the region’s claimant count rose by 7,100 between March and April, Tamworth and Herefordshire saw
their claimant levels fall by 90 and 39 respectively.

= Amongst English local authority districts five of the ten greatest annual rises in claimant count proportions are
districts within the West Midlands (Cannock Chase, Redditch, Walsall, Tamworth and Sandwell).

= The number of notified vacancies in the region rose in April at a faster rate than the national average.

= In Q1 2009, the region’s Citizens Advice Bureaus saw a 55% increase in advice issues relating to Jobseekers
Allowance, a 35% rise in advice issues on mortgage and secured loan arrears. Figures suggest that demand for
advice per capita is higher in the region than the national average.

This update report is brought to you by the West Midlands Taskforce Contact: Glynn Jones, Advantage West Midlands
supporting the West Midlands through the economic downturn Tel: 0121 380 3572 1
Email: glynnjones@advantagewm.co.uk




UK Overview — Output / Business Activity

The Bank of England’s May Inflation Report forecasts that the UK economy will contract by 4% in 2009, with a return to
positive growth in the first half of 2010. However they expect recovery to be slower than previously expected.

Manufacturing — the national Index of Production reports that manufacturing output fell by 0.1% between February and
March, the lowest rate of contraction for 13 months and better than businesses expected. The greatest contractions
were again seen in the machinery and equipment industries (-3.9%) and basic metals and metal products industries (-
1.5%). The greatest increases in output were seen in paper, printing and publishing (+1.6%) and ‘other manufacturing’
(+3.7%). April’'s manufacturing Purchasing Managers Index (PMI) reflects this easing of conditions, reporting that whilst
manufacturers’ output and volume of new orders continue to contract, their pace of decline has slowed considerably.
Output is declining at the slowest rate since August 2008 and new orders at the slowest for a year. Many companies
reported that they are continuing to cut excess capacity and to deplete their stocks of both input materials and finished
products to control warehousing and purchasing costs, the latter increasing supply-chain risks. Manufacturers reported
that export demand appears to be stabilizing, with Sterling’s exchange rate supporting UK manufacturers’
competitiveness. April again saw significant job-shedding by manufacturers, albeit at the slowest rate so far in 2009.
Over 33% of firms reported job losses, with large companies cutting staff faster than SMEs.

Automotive manufacturing — the Society of Motor Manufacturers and Traders (SMMT) reports that in April 2009 new
car registrations were 24% lower than a year earlier, some 133,475 units less. Car registrations have now fallen for
eleven months running, with year-to-date sales currently 28.5% lower than in 2008. The Budget 2009 announced the
introduction of a car scrappage scheme from mid-May, similar to those attributed to having reversed poor sales trends in
other EU states in recent months. Government reports that 35,000+ cars have already been ordered via the scheme.

Services — April’s services PMI reports the slowest contraction in activity for eight months, and the slowest falls in new
orders for a year. Although still low compared to historic trends, there are indications that business confidence is
improving, with 46% of companies surveyed expecting a growth in activity in the next year. Likewise some firms reported
increasing enquiries and advance orders, suggesting improving business confidence. Nevertheless April was the twelfth
consecutive month in which the sector has seen a contraction in employment, with one of the sharpest rate of job-
shedding in the survey’s history. Looking forward consumer-facing service providers in particular will face a slow
recovery in the context of rising unemployment and cautious household spending whilst those serving businesses will be
affected by their current caution in relation to investment and expansion.

Construction — the Construction PMI for April reported an easing in the pace at which output is declining in the sector,
reaching its lowest for eight months. This improvement was most evident in the civil engineering sub-sector, but also
seen to a lesser extent within the housing and commercial sub-sectors. Most of the companies surveyed expressed
greater levels of optimism than recent months, with some reporting the start of previously postponed projects and many
expecting business conditions to improve over the next 12 months. However it is recognized that recovery in the housing
sub-sector will very difficult. Improved confidence resulted in an easing of the pace of reductions in buying activity and
the use of sub-contractors, although they remain at historic highs.

Retail — the British Retail Consortium (BRC) reports that like-for-like sales were 4.6% higher in April 2009 than in April
2008, largely as a result of (a sunny) Easter falling in April rather than March this year. The three months to April have
seen much smaller average growth of 0.4% for like-for-like sales, with a contraction in non-food sales (-2.9%) masked
by much more buoyant food sales (+5.3%). Up 12.5%, non-food, non-store sales continued to be significantly higher
than in April 2008, but lower than the growth rates seen last December and January.

Travel & Tourism — figures for the three months to March 2009 show a 2% increase in the number of overseas
residents’ visits compared to the previous three months but a 12% fall on the same period in 2008, with the greatest
decrease seen for visits from North America. Q1 2009 saw visits abroad by UK residents fall by 4% over the quarter and
by 14% over the year. Total spending by overseas visitors to the UK fell by 3% compared with the previous quarter,
whilst spending by UK residents overseas fell by 1%.



UK Overview — Labour Market
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and the economic inactivity rate is 20.7%

Unemployment reached a total of 2.2 million in the first quarter of 2009, up 244,000 people over the previous quarter
and 592,000 higher than a year previously. The national unemployment rate rose 0.8 percentage points over the
quarter and 1.8 points over the year to reach 7.1%. This growth in unemployment is being driven by both people
moving from employment and people moving from economic inactivity. The UK’s claimant count rose by 57,100 people
between March and April 2009, bringing it to a total of 1.51 million. This is 710,700 higher than a year earlier. The UK
claimant rate is now 4.7%, up 0.2 percentage points over the month and 2.2 percentage points higher than April 2008.
Nationally the number of notified vacancies fell by 51,000 in the three months to April, to total 455,000.

UK Labour Market Statistics

Reference Level Change on Change on Rate (%) Change on | Change on
Period (000s) period (000s) | year (000s) period (%) year (%)
Employment* Jan — Mar 09 29,204 -157 -295 73.6 -0.5 -1.3
Unemployment** Jan — Mar 09 2,215 +244 +592 7.1 +0.8 +1.8
Economically active* Jan — Mar 09 31,419 +87 +296 79.3 +0.1 +0.2
Economically inactive*** Jan — Mar 09 7,828 -29 -43 20.7 -0.1 -0.2
Claimant count” Apr 09 1,513 +57.1 +710.1 4.7 +0.2 +2.2

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

** | evels 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, May 2009

The number of people in full-time employment was 160,000 fewer in the three months to March 2009 compared with
the previous three months. The number of people in part-time work increased by 3,000 over the same period.

The Labour Force Survey for the three months to March 2009 reports that 286,000 people were made redundant in the
preceding three months. This is 27,000 higher than the previous quarter and 175,000 higher than the same period a
year earlier. In the three months to March 2009, the redundancy rate was 11.3 per 1,000 employees, 1.1 higher than in
the three months to December and 6.9 higher than a year earlier. The number of workforce jobs reported in December
2008 was down 203,000 over the quarter and down 284,000 over the year, with the largest quarter fall in the finance
and business services sector (102,000).




UK Overview — Inflation
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In its May Inflation Report, the Bank of England forecasts that inflation will fall significantly below the 2% target in 2009

and remain below target for the next three years as a result of downward pressures from weak demand, poor labour
market conditions and falls in food and energy prices.

The Producer Prices Indices (PPI) monitor the prices changes of good 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 good 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

November 2008 8.1 -3.3 5.0 -0.9
December 2008 3.2 -2.6 4.6 0.0
January 2009 1.7 1.1 3.5 0.1
February 2009 0.7 0.7 3.0 0.0
March 2009 -0.4 1.3 2.0 0.1
April 2009 -5.0 -1.0 1.2 0.6

Source: National Statistics, Producer Prices Index, May 2009

Input prices for fell by 1.0% between March and April 2009. Annual inflation for input prices in the year to April 2009
was -5.0%, falling further than the -0.4% reported for March. These falls were largely driven by reductions in the price
of fuel. When excluding volatile sectors (food, beverages, tobacco and petroleum) input prices rose by 3.3% in the year
to April 2009. Manufacturers’ output prices saw annual inflation of 1.2% in the year to April, lower than the 2.0%
reported for March. Annual inflation was 2.4% when excluding volatile sectors. Output prices rose by 0.6% between
March and April, with changes in excise duty and petroleum prices being key drivers.

April’'s Manufacturing PMI reiterated these falls in prices, with output prices falling at a series record pace and input
prices falling at their fastest since February 2002. Likewise the Construction PMI reported steep drops in input costs,
albeit at a weaker pace than in March. By contrast the Services PMI reported that whilst increased competition was
resulting in lower output prices, input prices have increased, largely as a result of the weak Sterling raising relative
import prices.



UK Overview — Housing, Property & Regeneration
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The Council of Mortgage Lenders (CML) reports that the number of loans approved for house purchase rose again in
March 2009, to reach 31,000, with first-time buyers accounting for an increasing proportion of new approvals. Although
the number of loan approvals was up 29% on February, the level remains a third down on March 2008. The CML noted
that the current requirement for significant deposits is a major barrier to entering the housing market for many people.
However for those who can raise such a deposit the costs of servicing their mortgage debt are notably lower than in
recent years. The Halifax reports that as a result of lower interest rates average monthly mortgage payments have
fallen from a peak of 26.9% of average gross household income in October 2008 to 22.0% in March 2009, representing
an average drop of £111. Furthermore, the house price to earnings ratio is now 4.26, its lowest since 2002.

New Construction Orders in Great Britain

Volume of Orders: Seasonally adjusted; Constant (2005) prices (Em)
Publi Privat Publi l. Privat Privat
. .IC 1 rlvg el Infrastructure ! . ic (exc rva _e rva e. All New Work
Housing Housing infra.) Industrial Commercial

Oct 08 231 388 354 507 209 1,037 2,728
Nov 08 143 400 199 852 135 707 2,437
Dec 08 94 518 966 657 168 742 3,144
Jan 09" 99 353 701 421 54 632 2,261
Feb 097 123 338 425 512 112 590 2,100
Mar 09" 162 460 631 503 96 451 2,303

! Excludes orders for home improvement work; P Provisional figures; " Revised Figures
Source: New Orders in the Construction Industry, May 2009 (Office of National Statistics)

In the three months to March 2009 the total volume of new construction orders was 20% lower than the previous
quarter and 38% lower than the same period in 2008. With the exception of infrastructure orders, falls were seen in all
sub-sectors. Over the quarter private housing orders were 12% lower than the previous quarter and half the volume
seen in the same period a year earlier. Public housing and housing association orders were 18% lower than the
previous quarter and 25% lower than a year earlier. Public non-housing orders (excluding infrastructure) were 29%
lower in the first quarter of 2009 compared with the previous quarter and 26% lower than a year earlier. Private
commercial and industrial orders for the three months to March were down 33% and 49% on the previous quarter
respectively and 55% and 62% lower than the same period last year. By contrast, infrastructure orders in the three
months to March 2009 were 16% higher than the previous three months and 5% higher than the same period in 2008.






UK Overview — Confidence & Investment

Consumers

In April the GfK-NOP reported a rise in their consumer confidence index for the third consecutive month. Whilst the
index remains low compared with historic levels, it has now reached its highest level for a year. The Index found
improvements in people’s perceptions about economic conditions over the next year and their expectations for their
own personal finances for the year ahead.

Likewise the Nationwide’s Consumer Confidence Index saw an eight-point improvement in April, its largest monthly
increase for nearly two years. The proportion of people who thought that the current economic situation is bad
continued to reduce, dropping to 80% from 83% the previous month. Over a quarter of people surveyed thought that
the economic situation will have improved in six months’ time with the proportion of people thinking it will be worse
dropping from 41% in March to 32% in April. 62% of those questioned thought there would be fewer jobs available in
six months’ time.

In terms of consumer spending April’'s survey found a further rise in the proportion of people who believed now is a
good time to make a major purchase (e.g. house, car, white goods), rising from 38% in March to 42% in April. Likewise
house price expectations for the next six months improved, with consumers expecting them to fall by 2% (less than the
3% expected in March’s Index). Nevertheless the revised GDP figures for Q1 2009 showed that household
expenditure, a major driver of the UK economy, had fallen by 1.2% on the last quarter in 2008 and was 2.8% lower
than Q1 2008. Household consumption has now fallen for four consecutive quarters, with Q1 2009 the largest quarter
fall since the last three months of 1980.

Business

The Ministry of Justice reports that in the first quarter of 2009 the numbers of company winding up petitions issued in
the High Court and county courts of England and Wales was 13% higher than the same period in 2008 and 2% higher
than the previous quarter. The number of debtors petitions issued was 29% higher than the previous year and 9%
higher than Q4 2008.

The Insolvency Service reports that the number of individual insolvencies in England and Wales rose to a series high in
the first quarter of 2009 (29,774). This was 1.6% higher than the previous quarter and 19% higher than the same
period in 2008.

It is estimated that business investment in the first three months of 2009 was 5.5% lower than the previous quarter and
6.8% lower than the same period a year earlier. Within the private sector, the greatest falls over the quarter were seen
in construction (-9.0%) and distribution (-8.5%). Business investment by private sector manufacturing companies was
down 7.1% on the previous three months, with the greatest falls seen in food, drink & tobacco and nuclear fuels and oil
refining industries. Compared with the same quarter in 2008, business investment has fallen by 43.8% in the
construction sector, by 8.7% in other services and by 8.6% for private sector manufacturing.

The Bank of England’s Agents report that businesses are largely limiting their capital investment to those with a quick
and relatively certain return or those needed for regulatory requirements. Many businesses are equally reluctant to
draw down on their cash balances to enable investment, seeking to keep this due to uncertainty over future demand
and the availability of working capital. Agents also reported that businesses’ pace of destocking appears to be slowing
as their inventories approach their planned levels. There were some reports of stock shortages within manufacturing
supply chains.

A national survey undertaken by the Forum of Private Businesses in May reported that the proportion of businesses
saying they have seen a deterioration in access to finance was its lowest (12%) since their first survey in November
2008, albeit still higher than the proportion saying they had seen an improvement over the last month. In particular
businesses commented on the inflexibility and conservatism of bankers and a lack of additional finance for businesses
in sectors perceived to be ‘high risk’. Nevertheless the survey found the confidence amongst respondents had
improved with business viability having improved over the last month for many businesses.



West Midlands Overview — Output / Business Activity

Purchasing Managers Index - West Midlands
Produced for the Royal Bank of Scotland by

Markit Economics, the Purchasing Managers 55.0 1
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The PMI reports that businesses within the West
Midlands continued to see output contract in April
2009. However for both the manufacturing and
service sectors the pace of this contraction eased
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West Midlands Businesses attributed lower levels of activity to the
East Midlands poor housing market, Wea'k automotive sector and
reduced new orders. Whilst businesses reported
South West that clients remain unwilling or unable to agree new
Yorkshire & contracts, many said that they were successfully
using pricing discounts and promotions to support
East Englanc their sales volumes.
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Both over the last month and the last quarter, the
North West West Midlands has seen the steepest contraction
South East of the English regions and the second greatest of

North East the UK regions after Northern Ireland.
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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 38.0 33.6 35.8 31.3 35.4
December 2008 33.2 38.9 31.2 36.4 31.1 35.6
January 2009 34.7 40.8 34.2 39.2 33.6 36.7
February 2009 335 40.3 325 40.0 32.8 36.3
March 2009 36.6 44.6 36.4 43.1 32.1 38.1
April 2009 43.5 47.8 42.8 47.7 33.9 40.6

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

! The Index tracks output, new orders, employment and prices. 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

The three months to March 2009 saw the number of Employment Rate (Seasonally Adjusted)
employed people in the region fall to 2.48 million, down 76
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percentage points on the last quarter and down 0.6 Source: ONS, Labour Market Statistics, May 2009

points on the same period last year.

Unemployment Rate (Seasonally Adjusted) The region’s unemployment level rose to 246,000 in the
three months to March 2009. This is 42,000 higher than
the previous three months and 80,000 above the level for
the same period last year. The region’s unemployment
rate is now the highest of the UK regions at 9.3% having

> M seen a growth of 1.6 percentage points over the quarter

and 3.0 percentage points over the last year. The
region’s claimant count rose by 7,100 between March
and April to total 173,600, this increase is at a slower
pace them recent months. The claimant count has risen
by 78,100 over the last year.
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Jan-Mar  Apr-Jun  Jul-Sep  Oct-Dec  Jan-Mar Unlike the national picture the region is beginning to see
08 08 08 08 09  a growth in economic inactivity levels. In the three
Source: ONS, Labour Market Statistics, May 2009 months to March economic inactivity rose by 7,000

compared with the previous quarter and by 20,000 over
the year to total 727,000. These are the largest increases
of the English regions.

West Midlands Labour Market Statistics

Change Change Change Change
Reference Level : - :

Period (000s) on period on year Rate (%) on period on year
(000s) (000s) (%) (%)
Employment* Jan — Mar 09 2,475 -40 -88 70.3 -1.5 -3.0
Unemployment** Jan — Mar 09 246 +42 +80 9.3 +1.6 +3.0
Economically active* Jan — Mar 09 2,662 +3 -8 77.7 -0.2 -0.6
Economically inactive*** Jan — Mar 09 727 +7 +20 22.3 +0.2 +0.6
Claimant count” Apr 09 173.6 +7.1 +78.1 6.3 +0.3 +2.8

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

** | evels 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, May 2009



West Midlands Overview - Labour Market

April 2009’s PMI continues to report that the West Midlands has seen the steepest job-shedding of any of the UK
regions, both over the last month and the last quarter. April's employment index was its highest since October 2008,
reflecting a slowing pace of job-shedding compared to recent months. However employment losses remain significant,
with the service sector companies reporting steeper declines in employment than those from the manufacturing sector.

In April 2009 Jobcentre Plus recorded 23,572 notified vacancies, up 6% on March’s total but 25% lower than in April
2008. The rate at which the level of vacancies rose over the month was higher than the national average. Just over half
of the notified vacancies in the region in April were for the banking, finance and insurance sector (11,793), with 19% in
public administration, education and health (4,457) and 17% in distribution, hotels and restaurants (3,989).

The West Midlands Citizens Advice Bureaus report that in the first three months of 2009 they saw a 32% increase in
advice issues relating to redundancy (rising from 2,936 to 3,868) and a 55% increase in advice issues relating to
Jobseekers Allowance (up 3,580 to 5.564).

The CAB also reported increases in debt-related advice issues, including a 35% rise in advice issues relating to
mortgage and secured loan arrears; 49% increase in advice issues on hire purchase arrears; 40% increase in advice
issues on fuel debts; and 35% increase in advice issues on unsecured personal loan debts. Increases of 20- 25% were
seen in advice issues on credit, store and charge card debts; banks and building society overdrafts; council tax /
community charge arrears.

Comparison of the number of advice issues per capita of population suggests that demand for advice relating to
Jobseekers Allowance, redundancy and mortgage and secured loan arrears is higher in the West Midlands than the

national average.

Sub-Regional Picture

Unlike recent months, not all districts within the West Midlands saw an increase in their claimant count level and
proportion between March and April 2009. Over the month Herefordshire and Tamworth saw reductions in their
claimant levels, falling by 39 and 90 people respectively. However all other areas saw increases in their claimant levels,
with the greatest increases amongst the upper-tier authorities seen in Birmingham (up 788) and Staffordshire (up 730).
Of lower-tier authorities, Newcastle-under-Lyme saw the largest rise in claimant numbers over the month at 257.
Newcastle-under-Lyme also saw the largest rise in its claimant count proportion, up 0.4 percentage points on March
2009. This was closely followed by Stoke-on-Trent, Cannock Chase, Rugby, Wolverhampton and Worcester which all
saw a 0.3 percentage point increase over the month.

Over the last year some parts of the region have seen large rises in the absolute levels of claimants; some big
percentage increases in claimant levels, and others both. Between April 2008 and April 2009, the Black Country’s
claimant count level increased by 18,998, Birmingham’s by 15,171 and Staffordshire’s by 12,488. Whilst the region’s
overall claimant level has increased by 81% over the last year, this growth has been much higher for some districts,
albeit from lower bases. Cannock Chase and Lichfield’s claimant levels have almost tripled, growing by 193% and
186% respectively between April 2008 and April 2009.

Likewise a number of districts have seen a very large rise in their claimant proportion. Cannock Chase’s claimant count
proportion has risen by 3.8 percentage points over the last year. This is the greatest increase of all of English local
authority districts. When ranking English local authority districts according to the increase in claimant count proportion
they have seen over the last year, five of the ten greatest rises are districts within the West Midlands (Cannock Chase,
Redditch, Walsall, Tamworth and Sandwell).
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West Midlands Overview - Labour Market

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

April 2009 Change on Month Change on Year
Percentage
Claimant Claimant Claimant Claimant Claimant Claimant Risein
Level Proportion Level Proportion Level Proportion Claimant
Level

Regional 178,108 5.4 5041 0.1 79,655 2.4 81
Herefordshire 3,038 2.9 -39 -0.1 1,567 1.5 107
Stoke-on-Trent 9,428 6.3 527 0.3 4,394 3.0 87
Telford and Wrekin 4,939 4.9 96 0.1 2,710 2.7 122
Shropshire 5,191 3.0 69 0.0 2,771 1.6 115
Bridgnorth 872 2.8 1 0.0 497 1.6 133
North Shropshire 1,083 3.1 35 0.1 536 1.5 98
Oswestry 911 3.8 21 0.1 476 2.0 109
Shrewsbury and Atcham 1,751 3.1 4 0.0 945 1.7 117
South Shropshire 574 25 8 0.1 317 1.4 123
Staffordshire 20,601 4.1 730 0.2 12,488 2.5 154
Cannock Chase 3,425 5.8 147 0.3 2,256 3.8 193
East Staffordshire 2,874 4.4 118 0.2 1,849 2.8 180
Lichfield 2,152 3.7 28 0.1 1,399 2.4 186
Newcastle-under-Lyme 3,317 4.3 257 0.4 1,838 2.4 124
South Staffordshire 2,216 3.5 72 0.1 1,167 1.8 111
Stafford 2,452 3.2 145 0.1 1,412 1.9 136
Staffordshire Moorlands 1,706 3.0 53 0.1 1,039 1.8 156
Tamworth 2,459 5.1 -90 -0.2 1,528 3.2 164
Warwickshire 12,160 3.8 435 0.2 6,539 2.0 116
North Warwickshire 1,551 4.0 9 0.0 964 2.5 164
Nuneaton and Bedworth 3,841 5.2 101 0.2 1,977 2.7 106
Rughy 2,290 4.2 152 0.3 1,196 2.2 109
Stratford-on-Avon 1,788 2.6 90 0.1 1,059 1.5 145
Warwick 2,690 3.1 83 0.1 1,343 1.6 100
Birmingham 48,082 7.6 788 0.1 15,171 2.4 46
Coventry 11,016 5.7 420 0.2 4,368 2.2 66
Dudley 10,365 5.6 394 0.2 4,936 2.7 91
Sandwell 12,607 7.2 296 0.2 5,324 3.0 73
Solihull 5,341 4.4 215 0.2 2,823 2.3 112
Walsall 10,739 7.1 340 0.2 5,081 3.4 90
Wolverhampton 11,000 7.7 364 0.3 3,657 2.5 50
Worcestershire 13,601 4.1 406 0.2 7,826 2.3 136
Bromsgrove 2,064 3.7 61 0.1 1,145 2.1 125
Malvern Hills 1,054 2.5 44 0.1 606 1.5 135
Redditch 2,849 5.6 87 0.2 1,754 3.4 160
Worcester 2,661 45 140 0.3 1,380 2.3 108
Wychavon 2,363 3.4 50 0.1 1,434 2.1 154
Wyre Forest 2,610 4.4 24 0.0 1,507 2.5 137

Source: ONS, Labour Market Statistics, May 2009

2 Claimant Proportiorg number of claimants resident in an area as a percentage of the weddagopulation resientin that area. A resident

based measure.
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West Midlands Overview - Labour Market

Regional Employment Monitoring
Manufacturing

= Qinetig which has a site in Malvern has announced that it will be cutting 400 jobs (the regional share of job losses
is not yet known).

= Upto 225 jobs could be lost at the Wedgwood & Royal Doulton factory in Stoke-on-Trent, owners WWRD
Holdings Ltd has announced.

= Special Metals Wiggin, an engineering company in Hereford has announced plans for an expected cut in the

workforce of about 80 jobs.

A further 111 jobs are at risk at JCB although many of its staff are returning to full-time working.

Train maintenance company Bombardier is to make a further 86 people redundant.

Two Spode sites in Stoke and Newcastle-under-Lyme are to close, with the loss of around 40 jobs.

Sanita UK Ltd has announced that 90 jobs could be lost as it plans to close most or all of its factory which

supplies disposable paper products due to the recession .

= BAE Systems have announced that 224 jobs will be lost from its Telford factory (one of three to close across the
UK)

= Corus have announced that another 15 jobs will be cut in Cradely Heath due to falling orders

= 50 jobs will be lost from Gardner Aerospace when its site in Nuneaton closes — work is set to be transferred to a
site near Derby.

= Cheshires, a long established printing company in Kidderminster has with the loss of 35 — 40 jobs.

Automotive Manufacturing

= LDV Washwood Heath, Birmingham — latest news is that Weststar has now withdrawn from its planned deal to
acquire LDV vans, forcing the firm to apply for administration.

Services and Distribution

= More than 150 jobs are going at French-owned haulage company Norbert Dentressangle in Coventry which plans
to close a warehouse on the Middlemarch business park by September.

= Wincanton Logistics in Rugby has announced that a depot is likely to close meaning the loss of 121 jobs due to a
reduction in demand for home delivery.

= Virgin Media plans to close a customer service department in the Black Country with the loss of 322 jobs

Retail
= Lyreco has announced that over 60 jobs will be lost nationally with around 30 of these going from the Telford site.

And some regional Good News stories......

A £30m revamp of Edgbaston Cricket Ground has been approved by Birmingham City Council.

Dovegate Prison near Uttoxeter in Staffordshire is see a £53m expansion, creating over 100 jobs

Midlands Cooperative Society is to take over two Somerfield stores, saving 130 jobs.

Poundland has created 30 new jobs in Stafford

RS Components have created 100 jobs in distribution in Nuneaton

B and M Bargains a retail store in Market Drayton have announced 30 new jobs

Jaguar Land Rover will be taking on 30 apprentices at its site in Gaydon after receiving government funding.
Tycoonita a world-leading water dispenser manufacturer is base itself it Warwick to establish a network of sales
offices, with up to 20 more regional offices to be established nationally over the next two years.
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West Midlands Overview — Inflation & Investment

The West Midlands’ PMI for April 2009 showed
businesses reporting a fall in input prices for the
second running. Businesses attributed this to falling
commodity energy and labour prices. The month’s
fall in input prices was one of the sharpest in the
survey’s history and steeper than that seen
nationally.

For the fifth consecutive month businesses reported
reductions in output prices in April. Many businesses
said they had used discounts and promotions to
support their sales volumes, with strong competitive
pressures to reduce prices. Many manufacturers
also reported that they had used pricing discounts to
support their destocking. As with input prices that
decline in output prices seen in the region was
steeper than the UK average.
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Source: PMI West Midlands. RBS / Markit Economics, May 2009

West Midlands Overview — Housing, Property & Regeneration

The West Midlands saw average house prices rise by 0.8% between March and April 2009, counter to the national
average which fell. Nevertheless prices in the region remain considerably lower than a year ago, with the average

house price 15% lower than in April 2008.

Prices changes have differed across the region. Coventry has seen the greatest annual drop, with average prices in
April 2009 20% lower than they were in April 2008. By contrast Birmingham has seen the smallest annual drop at
12.5%. Between March and April 2009, Sandwell saw the largest month-on-month fall in prices (-2.8%), whilst

Shropshire saw the largest increase in prices (+0.7%)

Average House Price Changes

Monthly Change (%) Annual Change (%) Average Price (£)
West Midlands Region +0.8 -15.0 £129,382
Herefordshire -0.8 -15.9 £168,835
Stoke-on-Trent -0.2 -13.5 £80,436
Shropshire +0.7 -12.9 £157,343
Staffordshire -0.5 -14.5 £130,846
Warwickshire -0.9 -16.9 £152,288
Birmingham 0.0 -12.5 £119,376
Coventry -0.6 -20.0 £103,941
Dudley -1.8 -13.9 £122,805
Sandwell -2.8 -15.3 £98,978
Solihull -2.4 -15.3 £179,285
Walsall -15 -15.6 £113,194
Wolverhampton -1.3 -16.6 £105,422
Worcestershire -1.3 -16.6 £158,018

Source: Land Registry House Price Index, May 2009
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Spotlight on the Rural Economy

Recession and the rural economy — specific character of rural vulnerability

The recession is affecting all sectors and all locations, but identifying and responding to its impacts in rural
communities can pose particular challenges. Whilst the impacts of the recession can often be more apparent in urban
areas due to the sheer numbers of people and businesses affected, the impacts in rural communities can sometimes
be harder to identify. This is often due to effects being more ‘fine-grain’ and as a result of the relative significance of
change rather than absolute numbers.

Many rural communities are potentially very vulnerable to the effects of recession as a result of:

= reliance on one or two major employers can make some rural communities particularly vulnerable to
redundancies and company administrations;

= the significance of manufacturing plants ;

= distance from other major centres;

= the multiplier effects of a major closure are potential magnified where effects are concentrated in smaller areas
= the presence of support services available in rural areas can be more patchy

= recovery times can be longer because of issues relating to land / premises availability, smaller labour markets,
distance from markets etc.

These issues can pose challenges for the capacity of local support agencies both in terms of numbers and in
supporting dispersed individuals and businesses. Likewise many affected individuals’ will be limited by the need to
travel longer distances to available training, employment and business support.

Businesses — marked effects on the High Street

While the recession has impacted much less on some sectors of the rural economy (e.g. agriculture and tourism), the
effects on the retail sector generally and High streets specifically, have been much more visible. As well as affecting
the vibrancy of local communities, they affect local employment and business opportunities; vacancy rates; footfall for
other shops and services, limiting access to - and choice of - goods and services for local communities. Hence, the
closure of a number of major high street chains has had multiple impacts on market towns in the region such as
Evesham and Newcastle-under-Lyme.

Many rural businesses are also facing financial challenges due to the tightening of credit conditions, in particular due to
rural businesses greater tendency to draw on sources of household finance such as mortgage lending, overdrafts and
credit cards. The Commission for Rural Communities (CRC) has highlighted that rural infrastructure is less able to
respond to rising demand for financial services, with fewer credit unions, debt advisors and banking facilities.

Community - housing affordability problems remain despite house price falls

Both rural and urban areas have seen sharp falls in housing transactions and prices over the last year. National Land
Registry figures report that whilst average house prices in urban areas have fallen faster than those in rural areas, rural
house prices remain significantly higher than urban prices with the gap growing. Despite falling prices, housing
affordability remains a critical issue for rural communities with the CRC reporting that the ratio between average house
prices and average earnings only improved by 0.1 in rural areas during 2008. Within the region this is highlighted in
areas such as South Shropshire where the affordability ratio stood at 11.29 in 2008, compared to a regional average of
6.11.

In parallel, the tightening of mortgage availability in recent months and the need for larger deposits for house
purchases is exacerbating the difficulties faced by first-time buyers and lower income households. Whilst this reinforces
the need for more affordable housing options in rural communities, the slowdown of house building activity will limit the
delivery of affordable housing via Section 106 arrangements. The CRC reports that rural house repossessions rose
faster than in urban areas in 2007 and 2008 and that rural local authorities are seeing a greater percentage rise in
people made ‘unintentionally homeless’ as a result of repossession, putting further pressures on social housing
provision.
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Spotlight on the Rural Economy

People - high (relative) increase in Jobseekers Allowance (JSA) claimant rates

Whilst the regions urban
communities are seeing significant
increases in the absolute numbers
of people claiming JSA, some rural
districts are seeing very high
relative growth in their claimant
levels, albeit from lower starting
points. Of the ten districts with the
highest percentage growth in their
claimant levels between April 2008
and April 2009, eight are classified

as being rural (according to
DEFRA’s Rural/Urban
classifications®).  The  region’s

highest three (Cannock Chase,
Lichfield and East Staffordshire)
are ALL rural districts.

Relative Claimant Proportion Growth (Apr 08 - Apr 09)
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However in terms of increases in
districts’  claimant  proportions
(relative to the working age
population), only four rural districts
have seen steeper increases than
the regional average (Cannock
Chase, East Staffordshire, North
Warwickshire, Wyre Forest).
Equally, the region’s ten lowest
rises in claimant proportions are all
rural districts. The differential rates
of claimant growth are in part
affected by the reliance of areas on
a small number of large employers.

Whilst overall claimant rates for rural districts generally remain lower than those of urban districts (with the exception of

Cannock Chase),

large relative increases in unemployment could have major impacts in isolated communities,

particularly where there is limited access to employment opportunities. This is particularly evident in South
Staffordshire, where in April 2009 there were 11.2 JSA claimants for every notified vacancy held by Jobcentre Plus —
the second highest ratio in the region. The remoteness of some rural areas can also limit access to employment
support, resulting in lower proportions of people signing up for benefit support and greater reliance on community-
based support such as Citizens Advice Bureaux and the third sector.

3 DEFRA’s Rural / Urban classification categorises rural communities as: Significant Rural (districts with more than 37,000 people or more than
26% of their population in rural settlements and larger market towns); Rural-50 (districts with at least 50% but less than 80% of their population in
rural settlements and larger market towns); Rural-80 (districts with at least 80% of their population in rural settlements and larger market towns).
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