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Recommendation

The Board is invited to CONSIDER latest intelligence on economic conditions contained in the paper and three supporting annexes.
Background

1. A full economic review was circulated to the Board in May.  A summary update of the paper is provided at Annex 1.  From this it will be seen that the outlook for the UK, and for the South East particularly, has considerably worsened.  The Royal Bank of Scotland Purchasing Managers’ Index highlighted a contraction in the South East’s private sector economy for the first time in over 5 years in May 2008.  The Business Confidence Monitor for quarter 2 shows that confidence in the South East is below the national average and is at its lowest level since 2004.
2. Annex 2 shows the major business down-sizing decisions in the South East for the past year.  So far, we are not seeing the credit crunch as the reason for these decisions but, mainly, global competition.  Closure of Pharma manufacturing (the UK is still very attractive for Pharma R+D) seems to be due to high UK costs and regulation slowing the path for new products to market.  SEEDA may want to work with the industry to understand the issue better with a view to lobbying Government for changes.
3. Annex 3 shows the latest figures (broken down by region) from the Office for National Statistics on orders for new construction, released on 3rd July 2008.  The national picture shows falling orders in both the 12 and 3 months to May 2008, by 4% and 13% respectively, with decreases in all sectors except public non-housing and private commercial.  In comparison the South East is showing overall increases in orders, although there is a very marked difference between decreases in the housing sector and increases in public non-housing and private commercial.  A more detailed review of the situation in the housing sector is contained in the paper for Item 15, ‘Housing Delivery’.  
4. Annex 4 shows a summary of the British Chambers of Commerce Q2 Economic Survey to which 5,000 businesses responded.  The overall assessment is that the UK is one quarter away from technical recession if current trends continue.
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