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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

Output growth strengthened in October, but
remained relatively weak.

Key findings:

® Fastest rises in output and new business in three months.

® Employment growth maintained.

® Sharpest rates of input and output price inflation for over two years.

South East Business Conditions

Output

October PMI™ data indicated that the recovery
in private sector output in the South East was
maintained for the sixteenth successive month.
Having slowed sharply during the summer, the
rate of expansion picked up in the latest period,
but remained weak compared to the survey’s long-
run trend.

Output and demand

Growth of private sector activity strengthened
further in October. Having eased from June
through to August, the pace of growth picked up for
the second month running. That said, it remained
slightly below the UK average. Manufacturing
production rose at a much slower pace than the
marked rates seen earlier in 2010, while services
activity growth was only slightly weaker than the
trend seen so far this year.

Incoming new business increased for the
sixteenth successive month in October. Some firms
reported improved export demand for their products.
The rate of growth was the fastest in three months,
but remained below the average for the current
sequence of expansion. Growth rates for both
manufacturers and service providers remained
below their respective long-run averages.

Employment and backlogs

Growth of employment was sustained for the
second month running in October, in line with
the pattern for the UK as a whole. Moreover, the
South East posted the fourth-fastest rate of job
creation of the twelve regions covered. That said,
the overall rise in workforces masked a marginal
decline in services employment, as manufacturers
took on more staff at a robust pace.

Survey data continued to signal a lack of
pressure on capacity in October, as outstanding
business fell for the ninth month running. Moreover,
the rate of depletion remained sharp. Some firms
commented that completed projects were not
being replaced with new work.

Input and output prices

Input price inflation remained sharp in October.
The rate of inflation accelerated for the third month
running to its fastest since September 2008. Metals,
plastics, chemicals, paper, packaging and fuel were
all reported to have risen in price during the month.
Firms raised their output prices in response, and
the rate of inflation was also the steepest since
September 2008. Inflationary pressures were much
stronger in manufacturing than services.
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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

2010 Feb 35.2 52.2 12.6 61.3 59.7 58.8

Mar 38.1 481 13.8 62.2 59.0 57.7

Apr 35.0 52.5 12.5 61.3 58.1 56.4

May 345 46.7 18.8 57.9 58.7 56.4

Jun 321 51.8 16.1 58.0 57.6 55.4
Jul 21.7 57.2 15.1 56.3 54.6 54.1 O i | St
Aug 26.7 49.1 24.2 51.2 51.9 52.3 gg. Greyfines Anuk L

Sep 329 46.6 20.5 56.2 52.6 53.2 nereasing rate of dedme"
Oct 26.6 55.9 17.5 54.5 53.4 53.9 SOWWMWW
L J

Private sector activity in the South East rose for the sixteenth successive month in October. The rate of growth picked up
further from August’s low, as signalled by a rise in the seasonally adjusted Business Activity Index, but was still weaker than
the long-run survey average. It was also slightly below the UK average for the third month running. Just over one-quarter of
companies reported higher activity, which they mostly linked to rising new orders. Detailed sector data suggested that service
providers achieved faster growth of activity than their counterparts in manufacturing.

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

2010 Feb 376 452 17.2 60.2 59.0 58.1

Mar 39.9 475 12.7 63.6 60.5 57.6

Apr 395 484 121 63.7 59.1 55.6

May 319 47.2 20.9 55.5 56.3 54.2

Jun 35.0 46.0 19.0 58.0 56.0 54.2

Jul 27.3 51.3 214 52.9 54.2 53.0

Aug 31.0 437 25.3 52.8 53.1 51.3 o !
Sep 293 439 268 513 52.6 51.6 (€rey s AU ereasing et o cocine
Oct 29.7 494 20.9 54.4 53.8 52.3 30 WMWMWW
. )

The volume of new contracts at private sector firms in the South East rose at the fastest rate for three months in October. The
seasonally adjusted Incoming New Business Index remained above the no-change mark for the sixteenth successive month,
in line with the trend seen across the UK as a whole. The Index rose from September’s thirteen-month low, and signalled the
strongest rate of growth since July. However, the pace of expansion remained weak in comparison with historic survey data.
Growth rates in both manufacturing and services remained relatively muted.

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
2010 Feb 19.3 614 193 50.0 49.0 49.4 o ‘\ """"""""""""""
Mar 17.8 596 226 476 a7 482 50 A
Aor 212 623 164 524 489 493 V
May 148 645 206 4741 49.1 49.4 45
Jun 206 606 187 510 483 476 e
Jul 134 634 234 4438 419 469 Black line: South East
Aug 156 585 259 449 450 462 I e
Sep 16.3 565 272 4456 442 467 et of i
Oct 144 620 239 45.1 459 483 %0
1997 | 1998 | 1999 [ 2000 [ 2001 | 2002 | 2003 [ 2004 [ 2005 | 2006 | 2007 | 2008 | 2009 | 2010

. )
Outstanding workloads in the South East’s private sector economy declined for the ninth month running in October. The
rate of reduction was slower than those recorded in August and September, but still strong in the context of historic survey
data. Some firms linked lower backlogs to rising capacity and reduced supply constraints, but others reported that completed
contracts were not being replaced. Broken down by sub-sector, outstanding business fell more sharply in services than
manufacturing.
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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 S.Adjd SAdjd Co Increasing rate of growth
% % % 50=no chg Index Ind A
2010 Feb 89 809 102 494 48.2 49.3 00T T Black line: South East
Mar 1.2 78.9 9.9 50.6 49.8 50.0 ss AN - Greyliine B 1
Apr 13.1 775 9.4 519 514 52.1 I INN\ /J\/W\/\
May 17.0 73.9 9.1 53.9 51.0 50.3 50 \Vj i v
Jun 18.0 74.3 78 55.1 53.1 51.1 PN YA .
Jul 15.2 79.1 57 54.7 52.0 50.3
Aug 14.9 758 9.3 528 496 48.0 MO o
Sep 16.1 739 9.9 53.1 51.1 50.1 nersasing to ot docine]
Oct 16.5 72.2 1.4 52.6 51.7 50.6 35 AL WAL A A A A A A A AL AL WL
& )

Private sector employment in the South East rose for the sixth time in seven months in October. The seasonally adjusted
Employment Index edged up on the month, and was greater than its long-run average of 50.6. Of twelve UK regions covered,
the South East registered the fourth-fastest rate of job creation in the latest period. Firms linked recruitment to company
expansion plans. Sector data suggested that employment growth was concentrated in manufacturing, however, as services
workforces contracted marginally on average during October.

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
Higher Same Lower Index S.Adjd S.Adjd — Increasing rate of inflation &
% % % 50=no chg Index nd Black-llne. South East
Grey line:  All UK
2010 Feb 228 69.6 7.6 57.6 56.7 59.5
Mar 26.4 69.2 4.4 61.0 56.8 58.9
Apr 375 60.6 1.9 67.8 60.6 62.4
May 315 66.1 24 64.5 59.7 61.6
Jun 30.1 66.9 3.0 63.6 58.3 58.9
Jul 258 68.6 5.7 60.1 56.0 56.6
Aug 29.2 67.1 3.7 62.7 57.2 57.6
Sep 217 27 56 %81 8.4 8.5 Increasing rate of deflation
OCt 26.7 68I8 4.5 61.1 60.9 59.5 40 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010

.
Input price inflation in the South East private sector accelerated for the third month running in October. The seasonally adjusted
Input Prices Index rose to a twenty-five month high, and was also slightly above the average for the UK as a whole. The latest
anecdotal evidence attributed inflationary pressure to a wide range of sources, including metals, plastics, packaging, paper,
food, chemicals and fuel. Input prices continued to rise at a much sharper rate in manufacturing than services. The Index was
comfortably above its long-run average of 55.5 during the latest period.

Output Prices

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 b
Higher Same Lower Index SAdjd SAdjd Co ISR R e
% % % 50=no chg Index Ind A
2010 Feb 9.6 83.4 7.0 51.3 50.9 51.9 EU vy e e
Mar 10.1 83.6 6.3 51.9 50.5 51.1 Grey line: Al UK
Apr 17.2 77.7 5.1 56.1 51.2 51.9 e VN )
May 12.3 83.4 43 54.0 51.8 53.2 '\,rl\'\ ,\m ’,/ll
Jun 13.3 80.0 6.7 53.3 51.9 53.0 2U W vV w{
Jul 13.3 82.3 44 54.4 51.6 52.2
Aug 106 86.3 3.1 53.8 524 52.1 48T T
Sep 8.2 86.2 57 513 52.0 514 Increasing rate of deflation g
Oct 14.9 78.2 6.9 54.0 54.4 52.9 e e e b e

South East private sector companies raised charges for their goods and services in October. The seasonally adjusted Output
Prices Index remained above the no-change mark of 50.0 for the eleventh successive month, and rose to signal the sharpest
rate of inflation in selling prices since September 2008. Of the 15% of companies that reported higher charges, the majority
linked this to rising cost pressures. Manufacturing output prices rose at a marked rate during the month, while service providers’
charges were broadly unchanged on average since September.
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Regional Comparisons: Output

Share of UK PMI Output Index
GVA, 2007 Last 12 Latest 3 Latest
(National Statistics) months months month

The graph below shows the regional PMI Output Indexes for the UK. An average of
the latest three months is used (see also the table to the right). The East Midlands
recorded the fastest expansion of business activity in the three months to October,

London (21.0%) 57.4 52.6 54.7

followed by the West Midlands. Of the twelve UK regions, only Northern Ireland South East (14.4%) 56.2 506 53.4
posted a decline in private sector output. North West (9.6%) 56.9 53.9 545
50 = no change on previous month (3-month ave.) East of England (8.9%) 55.2 53.4 53.6
56 Scotland (8.2%) 52.4 50.9 49.9
54 South West (7.8%) 54.7 53.7 54.2
52 West Midlands ~ (7.5%) 55.9 54.7 55.6
50 Yorks & Humber  (7.1%) 55.8 54.5 54.4
East Midlands (6.3%) 56.5 55.5 57.4

a8 Wales (3.6%) 54.3 52.0 51.2
46 North East (3.2%) 56.6 54.5 54.0
44 N.Ireland (2.3%) 45.9 45.0 441
UK (100.0%) 55.6 53.1 53.9

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). Six of the twelve Employment, 2008 Last 12 Latest 3 Latest
. . . . . (National Statistics) months months month

UK regions posted an increase in staffing levels on average in the three months to

October. The fastest rate of job creation was in the North East. Meanwhile, Northern Eg:;::aSt 21‘2‘;’2; 4513:13 4512: i;i
Ireland continued to record by far the sharpest drop in staffing levels. North West (10.9%) 502 492 505
50 = no change on previous month (3-month ave.) East of England  (9.6%) 50.3 495 50.6
Scotland (8.7%) 50.3 50.7 50.4

South West (8.6%) 50.3 51.0 51.8

West Midlands ~ (8.6%) 49.7 50.1 51.3

Yorks & Humber  (8.2%) 49.7 51.4 52.5

East Midlands ~ (7.3%) 50.4 48.7 50.6

Wales (4.6%) 49.7 50.0 50.4

North East (3.9%) 51.3 52.8 54.0

N.lreland (2.7%) 455 437 45.8

UK (100.0%) 49.7 49.6 50.6

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. 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. Markit do not revise underlying survey data after first
publication, but seasonal adjustment factors may be revised from time to
time as appropriate which will affect the seasonally adjusted data series.

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.

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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