Monthly Economic Update — April 2009
SUMMARY OF ECONOMIC CONDITIONS

Experian’s latest forecast shows the region underperforming the UK for Q1 20009.
Regional GVA is forecast to fall - 2.1%, compared to -1.8% in the UK. This was strongly
influenced by construction which represents 6% of the regional economy and declined
3.9%. Manufacturing contracted 3.2% in the quarter and represents 18% of the
economy. The World Bank’s prediction that world trade will fall at its greatest rate in 80
years suggests manufacturing still has a way to go until recovery. The EEF’s forecast of a
9% fall in manufacturing output and 140,000 job losses in 2009 supports this.

The latest RDA snapshot shows 44% of Northwest businesses feel that business
performance has got worse in the last 3 months. When asked about the next 3 months,
only 28% believe the situation will get worse. 17% of firms believed the situation had
improved over the previous 3 months and 26% of firms believe circumstances will
improve over the coming 3 months, a significant improvement. Despite this confidence
sentiments are lower than the South East, East and Yorkshire & Humberside. Sentiment
over cash flow, prices charged to customers, volume and orders were all negative.
Currently, the two biggest costs to businesses are raw materials and energy.

KEY CHALLENGES AND HOTSPOTS

Finance continues to be the biggest issue, with loD reporting that the cost of facilities to
firms is high, with double digit interest rates. The CBI report arrangement fees have also
increased. CBI explained that banks are taking away some lines of credit as they are not
being used. However, for some firms this could be the first time they may need to use
their facilities. RDA snapshot survey indicates of those firms seeking finance, 41%
received none of the finance they requested.

Late payment has also been reported as a key challenge, the RDA snapshot survey
suggests 40% of firms had received delayed payments. Data provided by Business Link
from Experian suggests firms are taking on average 60 days to pay an invoice. The
average for firms with 1000+ employees is 90 days.

Anecdotal evidence suggests trade organisations and their members are not fully
appreciative of the financial assistance that has been made available because of the
wide range of products. Plans are in place to host ‘roadshows’ to highlight the details of
each product and eligibility criteria. Firms are similarly unaware of Train to Gain and the
benefits it offers.

BUSINESS SPECIFIC INTELLIGENCE /
INFORMATION ON KEY QUESTIONS

Many sectors are experiencing credit insurance issues, suppliers cannot obtain cover on
their customers’ debts or the premiums are prohibitive. Without credit insurance
suppliers are forced to ask for money up front, which SMEs can’t afford. Generally
Northwest businesses believe intervention is needed on the issue of credit/trade
insurance for viable businesses.
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