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South East PMI

Sponsored by England's Regional Development Agencies

The PMI® (Purchasing Managers’
Index®) South East Report is produced
for SEEDA by Markit Economics.

The report features original survey data
collected from a representative panel

of companies based in the South East
and operating in both manufacturing and
service sectors.

The South East survey forms part of a
series of nine regional surveys published
by the Regional Development Agencies
and Markit Economics and is derived
from the highly regarded national PMI
surveys produced by Markit.

For further information, please contact:
Markit Economics

Henley on Thames
Oxon RG9 1EL, UK

Tel: +44 1491 461000
Fax: +44 1491 461001

E-mail: economics@markit.com
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SEEDA has one aim - to support

the economic development of our
world-class region. We work at a local,
regional, national and international level
to attract inward investment, to help
businesses reach their full potential and
to win practical support from a range
of partners. We bring funding into the
region to help the economic growth of
the South East.

SEEDA works to secure sustainable
prosperity through expert interventions,
expert deal-making and expert advice.
We provide businesses with the support
they need to grow, through our in-depth
knowledge of their needs and the
economic conditions, in which they
operate.

For further information please contact:

Ivan Perkovic

Head of Economic Research
SEEDA

Tel: 01483 501307

Email: ivanperkovic@seeda.co.uk

The intellectual property rights to the South East PMI
provided herein is owned by Markit Group Limited. Any
unauthorised use, including but not limited to copying,
distributing, transmitting or otherwise of any data
appearing is not permitted without Markit's prior consent.
Markit shall not have any liability, duty or obligation for or
relating to the content or information (“data”) contained
herein, any errors, inaccuracies, omissions or delays in
the data, or for any actions taken in reliance thereon. In
no event shall Markit be liable for any special, incidental,
or consequential damages, arising out of the use of the
data. Markit, PMI and Purchasing Managers' Index are all
trademarks owned by The Markit Group.
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Working for England’s Woreld Class Region

Growth of new business reached twenty-
seven month high in December.

Key findings:
® Activity continued to rebound markedly.

® Faster increase in incoming new work.

® Employment fell at slowest rate for sixteen months.

South East Business Conditions

Output

The South East PMI®signalled a strong increase
in business activity in the region’s private sector
economy during December. Output was driven
higher by a further expansion of new work,
which rose at the fastest pace in over two years.
Outstanding business was unchanged on the
month, while employment posted its smallest
decline since August 2008. Output prices rose
for the first time in five months, largely reflecting
higher input costs.

Output and demand

December data pointed to another rise in output
across the South East private sector, in line with
the trend recorded throughout the second half of
2009. Growth was close to October’s twenty-five
month high and marginally above the UK average.
Data suggested that expansion was stronger in
manufacturing than services.

Underpinning the increase in activity was a
substantial rise in the volume of new business
placed with South East firms during December.
The rate of growth of new work accelerated to
the sharpest since September 2007. Panellists
attributed new contract wins to improving business
confidence.

Employment and backlogs

Staffing levels in the South East private sector
economy decreased for an eighteenth consecutive
month in December. However, the rate of
contraction was only modest and the weakest
since August 2008.

Slower job shedding in part reflected a
stabilisation of backlogs of work in December.
Prior to this, outstanding business had declined
for thirty-three consecutive months. Higher levels
of unfinished work at manufacturers offset a
reduction at service providers.

Input and output prices

Input prices in the South East private sector rose
for the third month running in December. The rate
of inflation was solid, albeit slightly below the UK
average. Raw materials and fuel were identified
by panellists as sources of cost inflation.

Prices charged by South East firms increased
for the first time in five months. However, the rate of
charge inflation was only marginal, as competitive
pressures continued to weigh on pricing power.
Manufacturers reported a further rise in their
factory gate prices, but service providers registered
another decline in tariffs.
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South East PMI

Output / Business Activity

Q. Is the level of output or business activity at your company higher, the same or lower this month than one month ago?

South East Companies All UK
Higher Same Lower Index SAdj'd SAdj'd
% % % 50=no chg Index Ind
2009  Apr 23.5 494 272 481 48.4 47.8
May 21.9 51.9 26.3 478 49.7 51.0
Jun 19.8 56.2 241 478 48.0 51.7
Jul 25.9 57.6 16.5 54.7 53.0 53.6
Aug 26.8 51.6 216 52.6 53.8 54.7
Sep 274 51.0 217 52.9 53.1 54.4 HO i b
Oct 29.9 56.1 14.0 58.0 58.1 56.9 o - Grey line: ALK |
Nov 26.4 54.1 19.5 53.5 56.2 56.5 Increasing rate of decﬁne"
Dec 331 494 17.5 57.8 57.8 57.1 30 MWWWWWWW’WWWWM
\___ 1997l1998(1999l2000l2001|2002l2003|2004I20051200612007I2008I2000

South East private sector firms reported an increase in output for the sixth consecutive month in December. At 57.8, up from
56.2 in November, the seasonally adjusted Business Activity Index signalled a robust and accelerated rate of expansion.
Around one-third of panellists reported a rise in activity, which they primarily attributed to higher levels of incoming new
business. Manufacturers recorded a faster expansion of output than service providers during the latest survey period. The
region posted a slightly higher rate of activity growth than the UK average.

New Orders / Incoming New Business

Q. Is the level of new orders or incoming new business at your company higher, the same or lower this month than one month ago?

South East Companies All UK
Higher Same Lower Index SAdj'd SAdj'd
% % % 50=no chg Index Ind

2009  Apr 26.4 453 28.3 49.1 48.6 478

May 255 439 30.6 475 49.3 50.9

Jun 25.8 428 314 472 46.3 49.6

Jul 30.1 52.6 17.3 56.4 52.7 53.3

Aug 24.8 51.0 24.2 50.3 52.2 52.7

Sep 26.9 54.5 18.6 54.2 52.9 53.6 fQ==========sss===:==::ss:=:=:=:=:-===
Oct 34.2 52.6 13.2 60.5 58.2 55.8 o5 - - _Bl_at_:k_.li_n_e:_ SouthEast 1
Nov 323 484 19.4 56.5 58.3 56.0 Crevlline gAIlUIS ereasing et o cocine
Dec 325 477 19.9 56.3 59.1 571 30 MWWWWWWWWWWM
L 1997119981199912000120011200212003120041200512006120071200812009 Y,

Growth of new business in the South East private sector accelerated to a twenty-seven month high in December. This was
signalled by the seasonally adjusted Incoming New Business Index recording 59.1, up from 58.3 in November and above the
equivalent index for the UK as a whole. Anecdotal evidence suggested that improved client confidence had led to a number
of new contract wins. New orders increased throughout the second half of 2009, and the rise in December was broad-based
across both manufacturing and services.

Business Outstanding

Q. Is the level of business outstanding at your company higher, the same or lower this month than one month ago?

South East [}nmpanies All UK ( 50 = no change on previi month
Higher Same Lower Index SAdjd SAdjd E e e ]
% % % 50=no chg Index Ind
2009 Apr 126 622 252 437 409 406 o \,\ """"""""""""""
May 12.3 603 274 425 #1.1 #1.1 50 A A
Jun 12.2 601 277 422 412 43 v Ww
Jul 18.6 572 241 472 443 427 45 e
Aug 17 599 285 46 40.4 409 RN |
Sep 136 646 218 459 433 424 Black line: Souih East
oot 15.2 662 186 483 418 458 I e
Nov 17.2 600 228 472 491 a7 et of i
Dec 149 667 184 482 50.1 489 O YT T
L 199711998119991200012001120021200312004/200512006120071200812009 )

At 50.1 in December, the seasonally adjusted Business Outstanding Index signalled that backlogs of work at South East
private sector firms remained broadly unchanged. That brought to an end a thirty-three month period of contraction. Data
indicated that rising levels of unfinished work in the manufacturing sector offset a further decline at service providers. Across
the UK overall, outstanding business continued to fall during December, although the rate of contraction eased to the slowest
since August 2007.
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Employment

Q. Is the level of employment at your company higher, the same or lower this month than one month ago?

South East Companies All UK (50 = no change on previous month j h
Higher Same Lower Index SAdd SAdjd e Increasing rate of growth
% % % 50=no chg Index Ind [}
2009 Apr 56 739 205 425 424 40.2 o0 Black line: South East
May 75 74.2 18.2 447 434 42.8 55/\/\4 ..... Greylinep
Jun 6.2 783 155 453 429 425 M\ /J\/W/\[\
Jul 6.4 81.5 121 471 458 43.5 50 \_[M i}
Aug 112 770 138 497 46.9 45.4 e WY
Sep 71 80.1 12.8 471 46.1 451
Oct 7.7 74 148 465 46.1 459 T -
Nov 76 82.3 101 487 4738 469 oreaci "
Increasing rate of decline
Dec 104 77.9 1.7 49.4 48.2 47.6 35

I\ 199711998119991200012001120021200312004/200512006120071200812009 )

Employment at South East private sector companies continued to fall in December. There were reports of ongoing redundancy
programmes, whilst a number of firms indicated that they had chosen not to replace voluntary leavers. The current period of
job shedding now extends to eighteen months. However, the latest drop in staffing levels was only modest and the weakest
since August 2008, as signalled by the seasonally adjusted Employment Index climbing from 47.8 to 48.2. The South East
continued to register a slightly slower pace of decline in employment than the UK overall during December.

Input Prices / Costs

Q. Have average input prices or input costs risen, fallen or remained unchanged this month compared to one month ago?

South East Companies All UK ( -’giof no change on previous month (seasonally adjusted) b
ng/l:er S?ll]zle Lnn\;:er 5021::); ’ Shﬁidej:i S.ﬁ](‘ij]‘d Ty S e Increasing rate of inflation
Grey line:  All UK
2009 Apr 18.1 70.6 11.3 53.4 51.0 49.7
May 13.2 74.8 11.9 50.6 49.3 48.5
Jun 14.8 69.1 16.0 494 49.3 49.8
Jul 10.8 75.8 13.4 48.7 48.7 50.4
Aug 11.8 78.9 9.2 51.3 50.2 52.0
Sep 11.5 80.1 8.3 51.6 50.0 51.9
Oct 147 77.6 7.7 53.5 53.4 54.1
Nov 191 73.9 7.0 56.1 55.4 54.7 T,
Dec 10.4 84.4 5.2 52.6 54.8 55.8 4OMWWWWWWWWWFWWWW
\___ 1997/19981999l2000/2001l2002l2003l2004/2005(200612007(2008l2000

Input price inflation in the South East private sector was recorded for the third month running during December. Although
slipping from 55.4 in November to 54.8, the seasonally adjusted Input Prices Index still pointed to a solid increase in costs.
Manufacturers commented on higher prices paid for a number of raw materials, often linked to shortages at suppliers. Service
providers frequently noted that higher fuel prices had driven up their costs. Around 10% of panellists signalled an increase in
input prices, double the proportion that reported a decline.

Q. Are the average prices charged for goods and services by your company higher, the same or lower this month than one month ago?

South East Companies AllUK (*'50=no change on previous month (seasonally adjusted) b
Higher Same Lower Index SAdd SAdd &5 RS O S
% % % 50=no chg Index Ind A
2009  Apr 10.6 82.0 75 516 50.2 46.6 = R
May 6.9 84.9 8.2 49.4 48.9 46.0 Grey line: All UK
Jun 74 83.3 93 49.1 479 46.2 N U V. YA
Jul 76 86.0 6.4 50.6 50.2 48.0 J\JI\’\ I
Aug 33 86.8 9.9 46.7 46.6 46.9 2o W
Sep 7.1 85.3 77 49.7 49.1 48.1
Oct 6.5 85.8 77 494 49.6 49.2 45T T
\
NOV 76 841 83 497 499 489 Increasing rate of deflation '
Dec 5.2 89.6 5.2 50.0 50.9 50.2 ‘9

N 199711998(1999(200012001(2002120031200412005120061200712008(2009 Y,
December data signalled a rise in output prices for the first time in five months. However, the increase was only marginal,
as indicated by a seasonally adjusted Output Prices Index reading of 50.9. Panellists reported that competitive pressures
remained a constraint on their pricing power, preventing them from passing on a higher proportion of their increased costs to
customers. Inflation of output prices was largely confined to the manufacturing sector, as service providers recorded a further
decline in charges.
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Regional Comparisons: Output

Share of UK PMI Output Index

The graph below shows the regional PMI Output Indexes for the UK. An average of

the latest three months is usgd (seg also the table tp the ri.ght). Output growth w.as (Mati[;::f szl[;lt]iitics) h?:l:t:li Lr:m]: hf;ﬁ;:
recorded across a.II nine Engl'|sh regions on average |nl tlhe final quarter ofl2009, with London (21.0%) 503 605 615
the rate of expansion fastest in London. Increased activity was also seen in Scotland South East (14.4%) 50.5 573 57.8
and Wales, but Northern Ireland registered a slight drop in private sector output. North West (9.6%) 511 55.0 55.9
50 = no change on previous month (3-month ave.) East of England (8.9%) 50.8 56.3 56.5
Scotland (8.2%) 47.7 53.4 54.1

South West (7.8%) 51.4 56.2 54.2

West Midlands ~ (7.5%) 47.0 55.0 55.7

Yorks & HSide  (7.1%) 49.8 55.1 55.8

East Midlands (6.3%) 49.6 56.6 56.3

Wales (3.6%) 50.2 55.7 54.6

North East (3.2%) 50.9 59.3 58.2

N.Ireland (2.3%) 42.6 49.3 49.2

UK (100.0%) 50.8 56.8 57.1

Regional Comparisons: Employment

The graph below shows the regional PMI Employment Indexes for the UK. An average Contribution to UK PMI Employment Index

of the latest three months is used (see also the table to the right). Lower private sector Enployment, 2008 Last 12 Latest 3 Latest
. . . . . ) (National Statistics) months months month

workforce numbers were recorded in all nine English regions on average in the final

three months of 2009, with the steepest decline in the West l\./lidllands. Job shedding Eg:;::ast 21‘2‘;’2 :g? :;3 222
was also seen in Wales and NI, while Scotland saw a slight rise in employment. North West (10.9%) 440 489 500
50 = no change on previous month (3-month ave.) East of England  (9.6%) 43.4 48.3 49.8
2 Scotland B7%) 463 505 502
South West (8.6%) 43.1 46.6 46.9

West Midlands ~ (8.6%) 40.1 44.0 44.4

Yorks & H'Side ~ (8.2%) 425 47.0 45.7

East Midlands  (7.3%) 41.6 46.8 46.9

Wales (4.6%) 449 496 49.1

North East (3.9%) 442 486 484

4 N.Ireland (2.7%) 429 475 48.1
F S F S T T UK (100.0%) 429 468 476

PMI Survey Methodology

PMI surveys
Purchasing Managers’ Indexes (or PMIs) are monthly surveys of
carefully selected companies which provide an advance indication of
what is really happening in the private sector economy by tracking
variables such as output, new orders, employment and prices across
both manufacturing and service sectors. The PMI surveys are based
on fact, not opinion, and are the first indicators of economic conditions
each month. The data are collected using identical methods in all
countries and regions so that accurate comparisons may be made.
Questionnaires are completed in the latter half of each month
and are collected and processed by economists at Markit Economics.
Respondents are asked to state whether business conditions for a
number of variables have improved, deteriorated or stayed the same
compared with the previous month.

About SEEDA and Markit Economics

Index numbers
Index numbers are calculated from the percentages of respondents
reporting an improvement, no change or decline. These indices vary
between 0 and 100 with readings of exactly 50.0 signalling no change
on the previous month. Readings above 50.0 signal an increase or
improvement; readings below 50.0 signal a decline or deterioration.
Reasons given by survey respondents for any changes are
analysed to provide insight into the causes of movements in the indices
and are also used to adjust for expected seasonal variations. The
indexes are seasonally adjusted to take into consideration expected
variations for the time of year, such as summer holiday shutdowns and
national holidays such as Christmas.

SEEDA is one of England’'s nine Regional Development Agencies
with responsibility for creating sustainable economic development in
their regions. It was established in 1999 and has led the development
and implementation of the Regional Economic Strategy (RES) for
South East England.

SEEDA undertakes high quality research to inform the
development of the RES and economic policy for the South East.
In addition to monthly snapshots and annual monitoring reports, a
wide range of research projects is undertaken on issues of current
importance.

SEEDA is wholly focused on supporting economic development
in the South East — the engine room of the UK economy. Economic
growth brings regeneration and enables people and places to grow
and ultimately to build their futures. To achieve growth we work at the
strategic level — through partnerships in the public and private sectors
— and manage practical programmes to support businesses, champion
innovation, attract investment and drive global competitiveness.

Independent research by PricewaterhouseCoopers provided
evidence of SEEDA's performance between 2002 and 2007. For

All Intellectual Property Rights owned by Markit

every £1 invested by SEEDA, £5.60 was returned to the South East
economy, and for every £1 invested in attracting foreign investment,
there was a return of £14.60.

Under legislation currently progressing through Parliament, the
RES 2006-2016 will be placed alongside the South East Plan (the
Regional Spatial Strategy) to form a Single Regional Strategy. SEEDA
and the South East England Leaders Board, which represents
local government, are working together as the South East England
Partnership Board to develop and deliver a new integrated Single
Regional Strategy.

Markit Economics is a specialist compiler of business surveys
and economic indices, including the Purchasing Managers' Index
(PMI) series, which is now available for 26 countries and key regions
including the Eurozone and BRIC. The PMIs have become the most
closely watched business surveys in the world, favoured by central
banks, financial markets and business decision makers for their ability
to provide up-to-date, accurate and often unique monthly indicators
of economic trends.
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