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RECESSION: THE HEADLINES

+ Deep recession: The UK economy has contracted by almost 6 per
cent since Q1 2008

+ Long recession: 6 Quarters = longest recession since records
began

+ Unemployment now 6.5 per cent in the region (Q3 2009), 194,000
officially unemployed

+ Unemployed claimants — have doubled since June 2008 (118,400
In September 2009)

+ Redundancies lower and stable — still happening, but fewer than
Dec-Feb peak

+ Consensus =the worst is over, recovery is around the corner

+ But recovery will be slow, medium & long term impacts on labour
market, businesses, and other sectors will be significant

E|E|D|A insight- <!

East of England Bevelopment Agency [ econcenic intstigence forthe sast of england



Presenter
Presentation Notes





Deeper contraction than previous

recessions

Cumulative Loss in Output in the 1980s, 1990s and Current recession
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Went into the recession much less steeply than in 80s and 90s. 

But recession has since become much deeper. GDP fallen by total of 5.7% since start of recession. In 80s, GDP fell by 4.8%. In 90s, 2.4%.

The 80s and 90s recessions lasted five quarters. 

Recovery takes time - In 80s, it took a further 6 quarters for GDP to return to pre-recession levels. In 90s, took a further 8 quarters.
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Sector impacts of recession

Percentage change in output by sector from Q3 2008 to Q3 2009 (ONS)

Agriculture etc -1.6 ﬁ

Extraction -3.5 —

Manufacturing -0.2 -

Utilities -0.6 _

Construction -1.1 —

Hotels & Distribution -1 —

Transport & Communics -0.3 _

Business Servs & Finance -0.1 .-
Government & Other Servs - 0

Total -0.4 q-

-4.0 -3.0 -2.0 -1.0 0.0
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Manufacturing has been the hardest-hit sector in this recession with the highest number of notified redundancies, including automotive manufacturers such as Perkins Engines (Peterborough), Visteon (Essex) and Delphi Diesel Systems (Suffolk) and food production companies such as Vion (Suffolk), Bernard Matthews (Norfolk) and Tulip (Norfolk and Cambridgeshire). Structural change is occurring in the economy, and the sector outlook will continue to change and be subject to uncertainty for some time.

Construction and property related sectors have also been hard hit. No signs of sustained recovery yet in residential, commercial property and construction sector

High Tech – pharmaceuticals have been shielded from immediate effects of recession. Some are expanding – Pfizer, Eisai. But longer term restructuring in some, such as GSK

REMEMBER THOUGH – REGION HAS A DIVERSE ECONOMY. IS PROBABLY BETTER PLACED THAN NORTHERN REGIONS TO WEATHER THE RECESSION AND TO RECOVER.






Rurality and the claimant rate

LI Claimant unemployment rate Jul 2008 @ Claimant unemployment rate Oct 2009
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Evidence that remote rural house prices have not
decreased by as much as other rural and urban
areas

Unemployment — less mobility / lower job density
Tourism/visitors — positive due to value of sterling

But - rural areas — are incredibly diverse, and
iIndustries and jobs of residents are diverse — difficult
to give a ‘typical’ rural view of recession
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AGRICULTURE: sales remaining strong, low sterling beneficial
for import substitution; but high fuel and resource prices

MANUFACTURING: significantly impacted by recession due to
falling demand

AUTOMOTIVE MANUFACTURING: one of the hardest hit,
scrappage scheme has been beneficial

FOOD PRODUCTION: mixed — long term restructuring issues

PHARMACEUTICALS AND BIOSCIENCE: shielded from the
Immediate effects of the downturn

CONSTRUCTION & HOUSING: significant impact. Housing
starts in the East of England fell to a new record low in Q1 2009
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COMMERCIAL PROPERTY: Demand for commercial property
has fallen during the recession. Some recent recovery, but rents
falling

BUSINESS SERVICES: B2B services significant contraction
FINANCIAL SERVICES: mixed impacts in the region

TRANSPORT AND LOGISTICS: significant downturn — less
demand=less need for transport

RETAIL AND CONSUMER SERVICES: initial downturn, but
recovery in recent 2 quarters
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Most business confidence surveys — report increases in
output

OECD’s survey — reckons all OECD and major emerging
economies have grown in October

Recession likely to officially end soon — but impacts will be
felt for years to come

East of England Forecasting Model — 0.7 per cent growth in
2010 and 2.4 per cent growth in 2011

But could take 2 years before output back at pre-recession
levels

Unemployment legacy 5-10 years
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Future
challenges
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Il quarterly change in GVA (per cent) UK unemployment rate (per cent) UK
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1990/91 RECESSION: 5 quarters of negative

4 growth Q3 1990 to Q3 1991, unemployment
‘ rate peaking at 10.6 per cent in Q1 1993
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1980 RECESSION: 4 quarters of negative 2008/09 RECESSION: to date 6 quarters of
-4 growth Q1 to Q4 1980, unemployment rate negative growth Q2 2008 to Q3 2009.
continued rising to 11.9 per cent in Q2 1984 Unemployment rate 7.8 per cent in Q3 2009
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Claimant unemployment rates are projected to peak in 2010 at 4.5 per cent in the East of England and 6.3 per cent in UK – with rates in 2011 only a little lower. 

In the previous two recessions in 1980 and 1990/91, unemployment rates remained high for several years after recession had officially ended.

In the case of the aftermath of the 1980 recession, unemployment rates peaked in Q2 1984, and reached a trough in Q1 1990. 

After the 1990/91 recession, unemployment rates peaked in Q1 1993 and reached a trough in Q2 2001.

The persistence of unemployment after this recession is likely to similar to previous ones. High unemployment rates are likely to persist for five years or more. 

The lessons from past recessions are that unemployment continues to increase even after the recession has officially ended. There are a number of reasons for this. One reason is that there is spare capacity in the economy during a recession. Businesses tend to retain workers and reduce overtime or working hours. Therefore, when demand does pick up, they can use existing capacity to meet this demand rather than recruit new workers. Another reason is that employers remain reluctant to recruit until they are satisfied that there is a genuine sustained recovery. 


Structural change in economy
Uncertainty:

macro factors (interest rates, inflation, £ sterling)
markets (demand, new competition, new protectionism)

Continued increase In globalisation/competition
Finance availability and terms for business
New markets, innovation and ways of doing things

Local ‘regeneration’ challenges likely to
(re-) emerge

Public expenditure outlook
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INSIGHT EAST MAIN REPORTS & BRIEFINGS

Regular Reports
The reports Insight East produce on 2 regular basis ars:

& & & @
.

Special Reports

Insight East also produce special reports. Recent publications as:

& HBriefing :Creative Industries Employmen

o East of England Recession Impact - September 2008
® Recoession In Rural East Of England - September 2008
® Enterprising East of England

® The Innovation Performance of the East of England
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Insight East helps
under -tc:nd thee

Monthly Economic Outlook : November 2008

November's outlook for the East of England Economy

Read more

Quarterly Economic Brief : Q3 2009

How is the recession affecting the region?
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Read more

Labour Market Review - November 2009

Unemployment stabilises, but labour demand remains weak
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