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Executive Summary

A UK redundanciesincreasedby 74k in August, resulting in 227k redundant acrossthe UK The rise in
unemploymentwhilststeep,comesfrom a historicallylow baseline

A TheheadlineWestMidlandsBusinessActivity Indexdecreasedrom 61.9 in August2020to 58.5 in September
2020 Although a reading over 50 is still consistentwith a marked rate of expansion The headline East
MidlandsBusines#\ctivity Indexincreasedrom 57.4 in August2020to 58.6 in Septembe202Q Thelatestdata
roundedoff a strongendto the quarter,indicatingthe strongestperformancesincethe third quarter of 2014

A WPI Strategyhave identified areasmost in need of levellingup through their LevellingUp Index,which is a
sociceconomicanalysisof Englandand Walesat parliamentaryconstituency Theanalysisevealsthree broad
categoriesof place,eachwith different needsand levelsof successAreasof Wales,Northern and Midlands
towns, inner cities and coastalareasrecord the highestlevelsof deprivation,financialdependencygcrime and
empty commercialproperties,yet alsothe lowestlevelsof spendingpower and health outcomes putting them
in prime positionto benefitfrom anylevellingup.

A Thelatestclaimantdatashowsin September2020, there were 428515 claimantsaged16 yearsandoverin the
MidlandsEngine Thereare 216,975 (+1026% UK+113.6%) more claimantswhen comparedto March 202Q
The number of claimantsas a percentageof residentsaged 16 yearsold over was 5.1% in September
comparedto 5.0%for the UK

A In September2020Q there were 88,560 claimants aged 16-24 in the Midlands Engine There are 44,365
(+100.4% UK+1219%) more youth claimantswhen comparedto March 2020 The number of claimantsasa
percentageof residentsaged between 16 and 24 yearsold was 3.8% (UK 3.4%) in March 202Q this has
increasedo 7.7%in August(UK7.6%).

A UKaveragehousepricesincreasedoy 2.5% over the yearto August2020, up from 2.1%in July202Q TheEast
Midlandswasthe Englishregionto seethe highestannualgrowth in averagehousepricesat 3.6% TheWest
Midlandswasthe third lowestregionwith anannualgrowth of 2.3%

A Oneof the findingsfrom the Make UKBouncingBackSmarter InnovationMonitor 2020wasmanufacturersare
aware of the benefits of Industrial Digital Technologie44%) many are not yet adoptingthem. For example
whilst half of manufacturersare awareof augmentedandvirtual reality they I NBygétQtilisingthem.

A Accordingto the ONSBusinessimpact of CoronavirusSurvey (BICSY7.3% of businessin both the West
Midlandsand EastMidlandsthat are in the educationindustryintend to havessitespermanentlyclosedin the
nextthree months

A Apparent inconsistenciesn the handling of local lockdowns acrossthe country are now being cited as
problematic for businessesoperating from multiple sites acrossthe country ¢ even in the wake of
implementingthe recenttiered restrictions

A Make UK found the Job Support Schemeis felt to be insufficient both in scope, value and longevity ¢
particularlysincethe implementationof Tier/1/ 2/ 3 restrictions

Brexit

A Arecentconferencen the regionon Brexithashighlightedthat manufacturings likely to be the sectorhardest
hit. Thisis akey concernfor the Midlands Theimpactswill varyacrossdifferent subsectordasedon a rangeof
differentimpacts

A Evenin the eventof adealbeingagreedthe addedburdenof bureaucracysuchasproof of identity of partswill
increasecostsfor businesseandthreatenjustin time delivery.

A 8.9%of the serviced S O (GDRsRl&oat riskin the Midlands

A Brexitis likely to havea biggerimpact on GDPthan the pandemi¢ a vaccinewill to someextent reversethe
pandemicimpactbut Brexitis a structural change Thecombinationof the two are seenasa toxic combination

with distinctimpactsinteracting )



Emerging

Policy Considerations

THEME

KEYCONCERNS

Accesgo Finance

A Positiveimpact of the SpecialisiGrants,commentssuchasW{ & ¥ @ koyifiinging the
effectivenesf the scheme

A Somebusinessesre lookingfor fundingto improvetheir technologyand ability to work
from home,

Business
Confidence

A Businessesteelingthemselvesfor a difficult winter, with winding back of Furlough
further lockdownsuncertaintyover outcomeof EUEXit

New Business
Models including
Diversification

A Some businessestaking a more positive line, have come to terms with the Wy
y 2 NJvandreinbdellingtheir businesgo find new opportunities

A Businessesontinueto look to downsizingoperationsgiventhe popularity of working
from home,

A Potentialcrisisfor landlordsasthey seekto adaptto a potentially long term changein
the way businessesand employeeschooseto work. A possible swathe of availablg
largerpremisescould dictate how property ownerschooseto configuretheir buildings
A possibleopportunity to createsharedoffice spaceon flexibleterms.

A Thepercentageof businesseadaptingtheir productsandservicesontinuesto grow.

Jobs& Furlough

A Asthe end of CJRSipproaches businessesave already assessedstaff numbersto
remainproductiveandredundanciesareinevitable

A Rationalisingof some businessesvith multiple sitesto single locations, which could
impactjobsin certainareas

SupplyChain

A Rationalisatiorand reduction of product rangesand businesseseviewingtheir supply
chainsapparent

EUEXit

A EUEXit- Concernover the availabilityof steelwith EUexit, and the knockon effects of
havingto procuremore expensiveChineseand Europearsteeldueto imposedtariffs.

A Othermainconcernsnoted by businesseiclude
A RetainingandrecruitingEUemployees
A Difficultiesplanningwhenthingsare not clear.

A Notime to preparewith all the disruptionand issuesthat respondingto COVIB19
havebrought

A Delaydrom suppliersin EUand pricefluctuations




Global and National Outlook

GlobalOutlook

COVIEL9 infection rates are surging in countless
countries across the globe, with casesin Europe
acceleratingnotably. Nonessentialmovementin and
out of Madrid has been banned the Czech
governmenthastouted an "improved" versionof the
first-styled lockdown closing schools,restaurantsand
barsthrough to early November Italy is alsoreviewing
its current socialdistancingandrestrictionmeasures

In globalbusinessesews,the pastweekhasseensome
big takeovers The biggestbanking takeover this year

National Outlook

U.K Prime Minister BorisJohnsonhas announcedbars
and pubswill be closedin the worst-hit parts of England
in orderto supresghe spreadof the virus Chriswhitty,

the ChiefMedical Office,hassaidmore measuregnight
still be needed Householdsn the Liverpoolcity-region,
GreaterManchesterand SouthYorkshirewill be banned
from mixingindoorsand in private gardenswith pubs,
gymsand casinoslosed

UKredundanciedncreasedby 74k in August,resulting
in 227 redundant across the UK The rise in

has come from the Middle East, as Saudi! NJ 0 A un€niploymentwhilst steep,comesfrom a historically

National CommercialBankagreedto buy rival Samba
FinancialGroup for $15 billion. The recent weekend
also brought news that private equity firm EQTABis *
said deliberatinga takeover of Dutch phone company *
RoyalKPNNV.

per 1,00

U.S stockshave this week climbed to an almost six
week high, expressinga rally in some of the g 2 NX
largesttechnologycompanies The NYSHE-ANG+ndex .
jumped 3.3%for its bestsessiorin a month, buoyedby
AmazonPrimeDayand an AppleInc productunveiling

Applerevealedfour new 5G-enablediPhoneswhichwill
alsocomein different screensizes

Johnson& Johnsonsaidits COVIBL9 vaccinestudy has
been temporarily halted following a trial participant
fallingill. TheLJ: NJIi A @dndiflonfsib&rievaluated,
andJ&Jsaysit will sharemore information after further
investigation While pausesin late-stage testing are
routine in the pharmaceuticaindustry,the interruption

may contribute to concernsover safety with vaccine §

researchprogressingt anunprecedentedspeed

low baseline
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UK redunancies rise by record amount in August

il T-month change in redundancies

The UKis likely to be still borrowing £100billon a year
and debt will be spirallingupwards,evenuntil the end
of this Parliament ThelnternationalMonetary Fundhas

upgradedits Ukgrowth forecast, but has cautioned
that Britainwill still be borrowing 4.4% of GDPin 2025
In that time total debt is likely to jump from 85% of
nationalincometo 1074
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https://link.mail.bloombergbusiness.com/click/21770420.36684/aHR0cHM6Ly93d3cuYmxvb21iZXJnLmNvbS9uZXdzL2FydGljbGVzLzIwMjAtMTAtMTMvai1qLWNvbmZpcm1zLWNvdmlkLTE5LXZhY2NpbmUtdHJpYWwtcGF1c2VkLW9uLXNhZmV0eS1ldmVudD9jbXBpZD1CQkQxMDEzMjBfTUtURVUmdXRtX21lZGl1bT1lbWFpbCZ1dG1fc291cmNlPW5ld3NsZXR0ZXImdXRtX3Rlcm09MjAxMDEzJnV0bV9jYW1wYWlnbj1tYXJrZXRzZXVyb3Bl/5e41c014cac67b00227c8225B6137d3ba
https://link.mail.bloombergbusiness.com/click/21770420.36684/aHR0cHM6Ly93d3cuYmxvb21iZXJnLmNvbS9uZXdzL2FydGljbGVzLzIwMjAtMTAtMTIvYm9yaXMtam9obnNvbi1zaHV0cy1wdWJzLWluLXUtay1ob3Qtc3BvdHMtYXMtdmlydXMtc3ByZWFkcz9jbXBpZD1CQkQxMDEzMjBfTUtURVUmdXRtX21lZGl1bT1lbWFpbCZ1dG1fc291cmNlPW5ld3NsZXR0ZXImdXRtX3Rlcm09MjAxMDEzJnV0bV9jYW1wYWlnbj1tYXJrZXRzZXVyb3Bl/5e41c014cac67b00227c8225B093211b4
https://www.ons.gov.uk/employmentandlabourmarket/peoplenotinwork/redundancies
https://www.imf.org/en/Publications/WEO/Issues/2020/06/24/WEOUpdateJune2020

Business Activity

PurchasingManagerindex(PMI) SurveyAnalysis

The headline West Midlands BusinessActivity Index
decreasedrom 61.9 in August2020to 585 in September

2020 Although,areadingover50is still consistentwith a
markedrate of expansion

The headline East Midlands Business Activity Index
increasedrom 57.4 in August2020to 58.6 in September

2020 The latest data rounded off a strong end to the
quarter, indicating the strongestperformancesince the
third quarter of 2014

West Midlands Business Activity Index
sa, »50 = growth since previous month
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Outstandingbusinesslevels have declined further for
the WestMidlandsand the OutstandingBusinessndex
registeredat 49.2 in September In the EastMidlands,
outstanding business registered a renewed rise in
backlogsof work and the OutstandingBusinesdndex
was50.3 in September

Prices

There has been a further rise in input prices for the
West Midlands in September, although the rate of
inflation softened from August For the EastMidlands
this wasthe fourth successivenonth for a rise in input
costs The Input PricesIindex was 55.1 for the West
Midlandsand52.5 in the East Midlandsin July2020Q

ThePricesChargedndexcontinuesto riseandwas52.4
in Septemberfor the West Midlands For the East
Midlands, the Prices Charged Index was 487 in
Septemberthisisarenewedfall in output charges

Outlook

The West Midlands Future BusinessActivity Index
increasedfrom 65.5 in Augustto 67.8 in September
Companies in the West Midlands were strongly
confidentof a rise in businessactivity over the next 12
months

Source: IHS Markit, NatWest PMI, October 203the East Midlands Future Business Activity has

Across the UK, the West Midlands had the fourth
highest BusinessActivity Index and the EastMidlands
wasthe third highest

Demand

Private sector firms in the West Midlands and East
Midlands reported a further expansionalthough at a
slower rate in new businessin September The West
Midlands New Businessindex decreasedfrom 61.6 in
Augustto 56.5 in September The EastMidlands New
Businessindex has decreasedfrom 58.8 in Augustto
53.9in September

Capacity

Firmscontinuedto registera strongdropin employment
In September In the West Midlandsand East Midlands
the Employmentindex was recorded at 40.2 and 45.2
respectively Despite being softer than in August, the
rate of reductionwasmarked Payrollnumbersdeclined
in all regions, however the West Midlands had the
sharpesfall.

increasedfrom 66.3 in Augustto 71.2 in Septemberg
with output expectationsat its highestsince February
andamongthe strongestof the UKregions

Exports

TheWestMidlandsExportClimatelndexhasdecreased
from 52.7 in Augustto 52.3 in September This is the
third month in a row for improvement in trade
conditions,althoughit still remainsbelow the long-run
average

The EastMidlands Export Climatelndex hasincreased
from 50.8 in Augustto 51.0 in September Thisshowsa
marginalimprovementin trade conditions,althoughit
wasthe slowestseenfor three months

Source IHSMarkit, NatWestPMI, October202Q Pleasenote,
the indices vary between 0 and 100, a reading above 50
indicates an overall increase compared to the previous
month, and below 50 an overalldecrease TheExportClimate
Indexis calculatedby weightingtogether national PMI output
data accordingto their importance to the manufacturing

exportsof the selectedregion 5



Levelling Up

WP Strategyhave identified areasmost in need of levellingup through
their LevellingUp Index,whichis a sociceconomicanalysisof Englandand
Walesat parliamentaryconstituencylevel Theanalysigevealsthree broad
categorief place,eachwith different needsandlevelsof success

The Achieverst Theseplacesperform better than the Englandand Wales
averageand are more likely to be in the South of Englandor upwardly
mobile suburbsof majorurbancentres

The Borderlinerst Theseplaceshover around the Englandand Wales
averageon many of theseindicatorsand are often in a strong position to
capitalise on certain sectoral advantages to boost their recovery
Neverthelesssupportwill be neededin certainareas Theyare spreadfairly
evenlyacrosshe researcharea

The Priorities T These places have historically suffered structural
weaknesseshroughindustrialdeclineand are often disadvantagedhrough
Governmentspending Theseseats, disproportionatelyin the North and
Midlandsof Englandand in Wales,shouldbe the priorities of the levelling
up agenda

WPIStrategyhaveusedthe following sixindicatorsto determinethe overall
Wi S g&ifseoréy 3

1. Spendingpower ¢ comprisedof employment and wage data to show
economicstrength.

Areasof Wales,Northernand Midlandstowns, inner citiesand coastalareas
record lower economic scoreson the W& LJS yLB2AgySENiExtor. This
comparesto those areasleastin needof support,largelylocatedin London
where the economy is strongest, and employmentis high Of the top
scoringconstituenciesmany are in Londonand the wider South Clacton
hasthe lowest scoreat 64. Poplarand Limehousehasthe highestscoreat
263

2. Financial dependency ¢ focussed on Job { S S { Bl®&atce and
UniversalCreditclaimsand skillsratesto showan | NJBdur€et and likely
dependenceon state support.

Townsand cities in the Midlands dominate the dependencymetric with
areasof Birmingham Wolverhamptonand Dudleyall runningat double the
national average,highlightingthe major employmentchallengesin these
areas 11 of the top 20 constituencieson this measureare in the West
Midlandswhere benefit dependencyis much higherthan the Englandand
Walesaveragejn manycaseanorethandouble

Other constituenciesscoringhighly on this measureare Bradford Eastand
West, Hartlepool, Middlesbrough,and Easingtorin County Durham Many
of the constituenciesscoring highly on this measureare in areaswhere
heavyindustry previouslysupporteda largeamountof employment Rural,
suburbanand studentareashavethe lowest scores SheffieldHallam,Mole
Valley and Winchesterare at a third of the Englandand Walesaverage
Birmingham Ladywoodhasthe highestscoreat 266. Sheffield,Hallamhas
the lowestscoreat 26.

Wt S @ 8z dokey Bhe Englandaverageis 100. A constituencywith a
scoreof 110 will be 10 per cent abovethe Englandand Walesaverageon
this deprivationmeasure while a constituencywith a scoreof 90 will be 10
per centbelowthe Englandand Walesaverage
SourceWPIStrategy,TheLevellindJpIndex,2020
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Levelling Up

3. Crimec the crimeratesfor eacharea

Many of the areaswith ahigherW ¥ A Y R § 08 { Réreddsdavea
high crime rate. Townsand citiesin the North record the highestcrime
metricswith BlackpoolMiddlesbroughl eedsand Bradfordamongstthe
top 10, with crimeratesrunningat aroundtwice the nationalaverage

Affluentandmore rural areasof the UKhavethe lowestcrimefigures,at
lessthan half the national average,rangingfrom Altrincham and Sale
Westin the North to CentralDevonin the South Cheadlein Greater
Manchesteris the constituencywith the lowest crime rate comparedto

the Englandand Walesaverage BlackpoolSouthhasthe highestscore
at 233 Cheadlehasthe lowestscoreat 35.

4. Deprivation(Englandonly) ¢ deprivation scoreacrosssevenmetrics.
Townsand citiesin the Midlands,YorkshireNorth Eastand North West
are most likely to have a higher number of people suffering from
deprivation Liverpool,BirminghamManchesterand Bradfordare cities
with multiple constituenciesn the top thirty of this indicator, runningat
two and a half times the national average Thiscreatesa large gapwith
thosefacingthe lowestlevels,suchas Wokinghamwhich is eight times
lower and a quarter of the nationalaverage Liverpool Walton hasthe
highestscoreat 258 Wokinghamhasthe lowestscoreat 28.

5. Health (Englandonly) ¢ based on both number of GPsand life
expectancyfor eacharea

Coastakreashavesomeof the pooresthealthinfrastructureand lowest
life expectancyand this is true acrossmultiple regions of the UK
HastingsClacton,Hull, Thurrockand Grimsbyfeature in the top 10 with
scoresunder 80. KingstonUpon | dZ tliree &eatsare particularlybadly
affected and all fall within the bottom five. The areaswith the best
health outcomesare locatedin the South, particularlythe SouthWest,
includingseatsin Devon,Dorsetand Somerset KingstonUponHull East
hasthe lowestscoreat 69. SheffieldSouthEasthasthe highestscoreat
133

6. Emptycommercialpropertiesq EmptyCommerciaProperties
based on commercial vacancy

rates‘ . Score quintiles
Seats in the North and Wales 1 (lowest score)

2

3
4
5 (highest score)

record higher empty commercial
properties rates almost twice the
national average 29 out of the
top 30 highestscoringseatsare in
the North, Midlands, or Wales
Areasin the Southand Easthave
lower scoreswith scoresat half
the national average Both Great
Grimsbyand Newport West have
the highest score at 199 Clwyd
South has the lowest score at 6,
followed by the Forestof Deanat
23

¥

SourceWPIStrategy,TheLevellindJpIndex,2020
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ONS- Business Impact of the Coronavirus

Thefinal resultsfrom the fourteenth round of the
Businesdmpactof CoronavirusSurvey(BICSpased
off 23,912 businessesurveyedacrossthe UKwith a
responseate of 23.1%(5,522).

Of the 3,717 businessesurveyedacrossthe West
Midlands,there wasa responserate of 24.5%(911).
For the East Midlands, of the 3,161 business
surveyedthere wasa responserate of 25.1% (793).
Unlessstated, the following data is basedon the
period between 7t to 20" September2020andonly
coverstopics where there is a regionalbreakdown
Pleasenote the data usedis unweightedand should
be treated with cautionwhen evaluatingthe impact
of COVIBL9.

Tradingand FinancialPerformance

Thetrading status of businessesefer to the period
of 7 ¢ 20" September 2020 and the turnover
analysiss between21st Septemberg 4™ October.

For the EastMidlands and West Midlands figures
show that less than 1% of businesses have
permanently ceasedtrading. While 97.4% of West
Midlands businessesand 98.5% of East Midlands
businesseshave continued to trade and 2.1% of
West Midlands businessesand 1.1% of East
Midlands businesseshave temporarily closed or
pausedtrading.

97.0% of respondingWest Midlands and 98.0% of
EastMidlands businessesre currently trading and
havebeenfor more than the lasttwo weeks 1.9%of
respondingWest Midlandsbusinessesnd lessthan
1% of EastMidlandsbusinessefhavepausedtrading
anddo not intend to restartin the nexttwo weeks

53.0% of trading businessesn the West Midlands
and 44.3% of East Midlands businessesreported
their turnover had decreasedby at least 20%
However,27.7% of trading businessesn the West
Midlandsand 35.7% for the EastMidlandsreported
that their turnover had not been unaffected and
11.5% reported their turnover had increasedby at
least 20% in the West Midlandsand 12.6% for the
EastMidlands

TurnoverVersusOperatingCosts

11.1% of West Midlands businessesand 10.1% of East
Midlands businesses reported that operating costs
exceededturnover by at least 20% (UK13.4%). 10.7% for
the West Midlandsand 9.2% reported turnover was equal
to operating costs (UK 12.7%). While 55.5% of West
Midlandsand EastMidlands businesseseported turnover
exceedoperatingcostsby at least20% (UK49.9%).

Currently Pausedor CeasedlradingBusinessSites

Out of the 13 broad industries11 are above 1% for West
Midlands businesseghat have sites that have currently

paused or ceased trading The highest industry was
accommodationand food servicesat 3.4% followed by

arts, entertainmentand recreationalactivitiesat 2.1%. For

the East Midlands, there were 4 industries that had

businesseshat had currentlypausedor ceasedrading,the

highestindustrywasthe accommodatiorandfood services
industry at 3.0% followed by the transportation and

storageat 2.1%

SiteClosures

27.3% of businessesn both the West Midlands and East
Midlandsthat are in the educationindustryintend to have
sites permanently closedin the next three months The
following table shows a breakdown by industry for the
proportion of sitesthat will permanently closein the next
three months:

Industry East West
Midlands | Midlands
Manufacturing 16.7% 11.1%
Water Supply, Sewerage, Waste * *
Management and Remediation Activities
Construction * *
Wholesale and Retail Trade; Repair of 2.8% 13.9%
Motor Vehicles and Motorcycles
Transportation and Storage * *
Accommodation and Food Service Activitlf 16.0% 8.0%
Information and Communication 5.6% 16.7%
Real Estate Activities * *
Professional, Scientific and Technical 11.8% 0.0%
Activities
Administrative and Support Service 0.0% 14.8%
Activities
Education 27.3% 27.3%
Human Health and Social Work Activities * *
Arts, Entertainment and Recreation * *
All Industries 9.3% 13.2%
*Lessthan 1%

Source: ONS, Business Impact of Coronavirus Survey



ONS- Business Impact of the Coronavirus

International Trading GovernmentSchemesinitiatives & JobRetentionBonus

1.6% of West Midlands businessesand 3.2% of East 98.3% of West Midlands businessesand 98.5% of East
Midlands businessescontinuing to export found that Midlands businesseshave received funds from the
within the last two weeksthey had not been able to  CoronavirusJob Retention Scheme(UK 6.8%). 15.8% of
export While less than 1% of businessin the West \yest Midlands businessesand 13.9% of EastMidlands
Midlandsand 1.7%of EastMidlandsbusinesse®iadnot |, ;sinessegeceived funds from a Governmentbacked
beenableto import within the lasttwo weeks accreditedloan or finance agreements(UK 24.7%). 1.1%
of West Midlands businessesand lessthan 1% of East
Midlands businesseshave not receivedany funds from
theseschemegUK1.3%).

40.6% of exporting businessesn the West Midlands,
and 29.6% for the East Midlands reported their
businessesvere still exportingbut lessthan normal Of
those businessesvho continued to trade and import,
31.8% in the West Midlands and 28.4% in the East
Midlandswere importinglessthan normal

Businessesvere askedwhy they were not intending to
apply for the Job Retention Bonus,the most common
reasonat 38.8% of WestMidlandsbusinessesnd 38.8%
of East Midlands businesseswas that they had not

0, i i 0,
48.2% of West Midlands businessesind 56.8% of East furloughed any employeescomparedto 50.3% for the

Midlandsbusinessesvho were exportingreported that
they had not beenaffectedand 54.4% of WestMidlands
importers and 56.8% of EastMidlandsimporters said
that importinghadnot beenaffected

1.3% of businessesn the West Midlandsand 3.2% for
the EastMidlandsare exportingmore than normal The
figuresfor importing more than usualare 5.2% for the
WestMidlandsand4.3%for the EastMidlands

Cash Flow

3.1% of West Midlands businesses and 4.4% of East
Midlands businesses that have not permanently
stopped trading have no cash reserves.

The following graph shows for businesses that have
not permanently stopped trading how long their cash
reserves would last:

North Easp S50 418% 42.8% 4.6% 21.1% |
North West2 JI829a1518% 40.1% 3.9%19.7% |
Yorkshire & the Humbex JEBIG0AN 1612% 39.1% 4.0% 21.7% |
East Midlands SOGIS0eN1452% 39.9% 4.4% 21.8% |
West Midland< B10M0aN1516% 37.9%  3/1%219%
East Englant SI8N0N1315% 41.8% 3.5% 20.6% |
London2 B¥615960 1610% 38.2% 30600128100

South Ease Bi18I800N1514% 40.9% 3.5%19.4% |
South Wesp JiGS0 1 Z01% 39.4% 3.8% 19.9% |
Englands IFGHSIS7INT616% 36.3%  308%120:29%0

Wales? BGPOISIMINIIOY) 35.5%  3HA%IOSYN
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Source: ONS, Business Impact of Coronavirus Survey

UK

The following graph shows why businesseswere not

intendingto applyfor the JobRetentionBonus
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m Furloughed employees are not eligible
® Furloughed employees will be made redundant before the end of January 2C
= Not sure
Other
m We have not furloughed any employees

20.4% of West Midlands businessesand 18.5% of East
Midlands businesses are using the Deferring VAT
paymentsinitiative (UK 16.4%). 11.3% of West Midlands
businessesand 10.3% of EastMidlands businessesare
using businessrates holiday initiatives (UK 9.1%) and
7.3% of West Midlands businessesand 5.6% of East
Midlandsbusinessesare usingHMRCTimeto PayScheme
(UK6.7%). 73.8% of WestMidlandsbusinessesand 76.7%
of EastMidlands businessesare not using any of these
initiatives(UK77.6%).

71.5% of West Midlands businessesand 70.5% of East
Midlandsbusinessesvho receivedsupportfrom schemes
or initiatives reported that it helped them to continue
trading. 9



Claimants

In September2020, there were 428515 claimantsaged 16 years and over in the Midlands Engine This has
increasedby 3,425 claimantssince August2020 (+0.8% - matchingUK growth). Thereare 216,975 (+1026% UK
+1136%) more claimantswvhencomparedto March2020Q

Thenumberof claimantsasa percentageof residentsaged16 yearsand over was2.7% (UK2.4%) in March 2020
thishasincreasedo 5.1%in Septembe(UK5.0%).

ClaimantsasPercentageof ResidentsAged16 Yearsand Overin September2020

[ ]Midlands Engine Local Authorities < &
<

Claimants as % of residents
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\ RO A . 50% for the number of

j j.f:"‘ claimants as percentage of
L population ¢ the top 3 were in
- L o Birmingham ¢ Birchfield and
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v o

In September202Q, there were 88,560 claimantsaged16-24 in the MidlandsEngine Thishasincreasedby 1,085
claimantssince August2020 (+1.2% UK+1.4%). Thereare 44,365 (+100.4% UK+1219%) more youth claimants
whencomparedto March2020

Thenumber of claimantsas a percentageof residentsagedbetween 16 and 24 yearsold was 3.8% (UK3.4%) in
March2020Q this hasincreasedo 7.7%in August(UK7.6%).

ClaimantsasPercentageof ResidentsAged16 ¢ 24 yearsold in September2020

[ IMidlands Engine Local Authorities

Claimants as % of residents aged

16-24 in September 2020 -~

I 16 to 20% 4 1

12 to 16%
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Out of the 1,511 wards within
the MidlandsEngine 650 were
at or abovethe UKaveragefor
the number of claimantsas a
proportion of the population
aged 16¢24 years old. At the
highest end of the scale was
Portlandin Mansfieldat 19.2%,
followed by East Marsh in
North East Lincolnshire at
18.8%

Source: Department for Work and Pensions, October 2020 10



SelfEmployment Income Support Scheme

Acrossthe Midlands Engine area, 447,200 of the population were eligible for the second grant of the Self

Employmentincome SupportSchemegSEISS3t the end of September202Q Therewere 296,200 claimsmadeat a

total valueof £721.1m at the end of September The averagevalue of a claimwas£2,500 in the MidlandsEngine
whichmatchesthe UKvalue Thetotal take-up rate for the MidlandsEnginen Septembemwas66%slightlybelowthe

UKaverageof 67%

Thiscanbe split by genderand there wasa total potentially eligiblemale populationof 312,000for the SEISSyhich
atake-up rate of 68%at the end of Septembemwhichisbasedon the total numberof claimsof 212,600. Therewere
135700 eligiblefemalepopulationwith a take-up rate of 62%basedon the total numberof claimsof 83,900.

RegionalAnalysig
Claimsby Age

Atthe MidlandsEngineregionalgeographythere wasan overalltotal potential eligiblepopulationof 479,000for the

SEIS&t the end of September202Q with a take up rate of 66% which is basedon the total number of claimsof

317,000. Thetotal value of claimsmade up to the end of Septembe was£780m with the averagevalue of claims
madeat around£2,500.

Theoverallhighesttake-up rate by agefor the regionalMidlandsEnginegeographywasfor those aged25¢34 years
old (60,500 claimsand 86,800 eligible)and 35-44 yearsold (75,800 claimsand 107,700 eligible)at 70% Thelowest
take-up rate wasthoseaged65 yearsand over (16,200 claimsand 34,000 eligible)at 48% The agebracketof 3544
yearsold hadthe highesttotal valueof claimsat nearly£184m, althoughthoseaged55-64 had a take-up rate of 64%
(66,700 claimsand 104,800 eligible)hadthe secondhighesttotal valueat £166.3m.

Claimsby Sector

Applying the broad sectorsto the Midlands Engineten sectors shows that In the regional Midlands Engine
geographythe highesttotal value of claimmadewasin the constructionsectorat £333m. Thehighesttake-up rate
wasin transporttechnologiesandlogisticsat 78%

Thefollowing table showsa breakdownby sectoracrossthe regionalMidlands Enginegeography.

Total Total no. of claims Total value of Average value of | TakeUp
potentially made to 30/9/20 claims made to claims made to Rate
eligible pop. 30/9/20 (£) date (£)
Advanced Manufacturing &
| Engineering 12,800 8,200 21,200,000 2,600 64%
Business, Professional & Financial
Services 99,200 63,600 133,800,000 2,600 64%
Construction 149,200 108,300 333,000,000 3,100 73%
Visitor Economy 22,400 14,600 31,600,000 2,200 65%
Digital & Creative 4,300 2,300 6,200,000 2,700 53%
Low Carbon & Environmental
Technologies 15,800 5,400 14,900,000 2,800 34%
Life Sciences and Healthcare 21,500 12,100 30,000,000 2,500 56%
Public Sector Inc. Education 17,200 12,600 25,900,000 2,200 73%
Retail 32,400 19,500 45,100,000 2,400 60%
Transport Technologies & Logistics 37,900 29,400 51,200,000 1,800 78%
Unknown/Other 65,900 41,200 86,900,000 2,100 63%
Total 479,000 317,000 780,000,000 2,500 66%

Takeup is based on total number of claims to date over total potentially eligible population.

2Please note figures will vary from the first section where the figures are based on the Midlands Engine 65 local authori
area. Claims by age and sector are only available at a regional level and the East Midlands region and West Midlands r
has been combined and used.

The figures are based on claims submitted for the second SEISS grant by 19:51pm on 30 September 2020. Source: HN
Employment Income Support Scheme (SEISS) Staiticter2020 11



Centre for Brexit Studies Conference

The Centre for Brexit Studies annqal“ conference,
WD 2Birrhiigham ¢ Beyond . NB B ihed 23¢
Septembediscussedhe regionpostBrexit

Worriesfor UKAutomotive

One of the panels considered the prospects for
manufacturing Professor Bailey noted that
manufacturingwas likely to be the sector hardesthit
by Brexit, a point reiterated by ProfessorOrtega
Argilés Thisis undoubtedly a point of concernin a
regionwhere manufacturingand servicesrelated to it
account for almost one-third of economic activity
(againpointed out by both).

Whilstthe primary problemwill vary by sector,a wide
range of manufacturing industries will be hit,
particularlyin a no-deal scenario For the automotive
sector, tariffs are a particular threat, whereas for
aerospacdhe threatsare different. Indeed,aspointed
out by ProfessoBaileyand lan Henryof AutoAnalysis,
in the caseof the automotivesectorthere is the added
challengeof low local content (unlesstrade partners
agreeadealthat includescumulation)

Evenin the eventof a lastminute agreementbetween
the UK and EU, this problem will not go away. Firms
will needto be ableto demonstratethe origin of parts,
yet at presentfirms often have very poor visibility of
their supplychains(in contrastto aerospacewhere for
safety reasons, understanding of the entire supply
chain is much better). Insofar as this information
exists, it is not held centrally or in systemsthat could
be easilyintegrated

lan Henryalsopointed out the challengeghat customs
checkswill presentfor just-in-time processeshat have
beenhonedover manyyears He suggestedhat these
non-tariff barriers might be the equivalent of

anywherebetween ad-valoremtariffs of 1.5% and 9%
accordingto a plethora of studies In spite of the

uncertainty, there are reasonsto believe that due to

the complexityof supplychains the automotivesector
wouldfall at the higherend of this spectrum

It is not assimpleasre-routing traffic ¢ the nature of
freight transport (roll-on, roll-off vs lift-on, lift-off) and
vehicle capacitieswill all need to be considered
Panellistswere unanimous that they R 2 y'sf@eian
upside to manufacturing,regardlessof the form of
Brexit, although they viewed a trade agreementas
vastlypreferableto & YR S Hdr rhanufacturers

Amongstmanufacturers,ProfessorBailey noted that
there was a spectrum of severity, dependingon the
nature of changes Food & drink manufacturingwas
particularlyexposedyivenits highdependenceon both
trade (and high tariffs in the absenceof a trade-deal)
andmigrantlabour.

EU countries provide a significant proportion of the
workforcein parts of the sector.

This was reiterated by Professor OrtegaArgilés, who
pointed out that even if its viability & I & yilfniately
threatened there would be price increases(over 5% and
that increasesin intermediate costs would erode any
benefitsthat one might imaginewould accrueto domestic
producersfrom higher prices Moreover, she noted that
around 8.9% of the service & S O (1 GDRId &he West
Midlandswould be impactedby Brexit

Indeed,she suggestedhat Brexitwould ultimately have a
larger impact on GDPin the West Midlands than the
pandemic In the eventof a successfuvaccine muchof the
pandemicinducedfall in GDPwill be reversed Thisis not
true of Brexit,where annualGDPmight be in the regionof
6-9% lower than it otherwisemight havebeen In addition,
regionslike the WestMidlandswill haveto bear persistent
restructuringcosts(in the WestMidlandsthis is likely to fall
particularly heavily on the automotive sector and related
industries)

Brexitand COVIBEL9 were thus seenby panellistsasa toxic
combination, with each having distinct impacts that
interact The pandemichasforced businessservicesnto a
dramaticattempt to restructureand a shortageof ICTskills
is clearlya challenge(particularlyfor smallerfirms). Yetthe
additional bureaucracyof Brexit will hinder productivity.
Theunderstandablgocuson COVIBL9 hasmeantthat we
are not consideringthe impact of Brexit on longerterm
productivity.

JackDromey MP presented evidencefrom a network of
SMEs, sounding a note of alarm over the scale of
redundancies Again, he noted that Brexit and COVIBL9
are seenasa toxic combinationand there are frustrations
over the (small)scaleof investmentrelative to Franceand
Germany He noted that greater devolution and a
reallocation of (public sector) capital spending by
population would go some way to ameliorating these
problems

lanHenrynoted that, in the eventof ad YR S lofitéome,
the optimum solution might be to continuetrying to geta
trade deal (a late trade deal is better than a non-existent
one). Massmarket manufacturersare likely to be heavily
affected and EU tariffs will probably make UK production
unviable Some 90% of production from EllesmerePort
(Vauxhall) 85% from Burnaston(Toyota)and over 65% of
productionfrom SunderlandNissan)s exportedto the EU

Whilst not a substitute to demand from the EU, it was
suggestedthat some direct intervention might help. This
could be done via procurementrules or incentivesto use
Ukbuilt vehiclesin the public and regulated sectors The

needfor a major UKbattery factorywasalsonoted.
12



UK House Price Index

UKaveragehousepricesincreasedby 2.5% over the The following table shows the Housing market:
yearto August202Q up from 2.1%in July202Q simple average house prices, by new/other
The EastMidlandswas the Englishregionto seethe ~ dwellings,type of buyerfor the EastMidlands, West
highest annual growth in average house prices at ~ Midlands and the UKfor Q2 2019 Q1 2020and Q2

3.6% TheWestMidlandswasthe third lowestregion ~ 202Q
with an annual growth of 2.3% The lowest English

region was the South Eastwith annual growth at New  |Other ~ JAIl |First time|Formerowner

0.2% dwellings|dwellings |dwellings |buyers occupiers
=70 Price Price Price Price Price

All dwellingsannualhouseprice rate of change year |, 2019Q21£267.259|£213010 |£224545 1£173793 |£272566

202002 |£267,711|£211,437 |£219498 |£168289 [|£271912
\West 201902 |1£280510|£220075 |£230,666 [£180275 |£287,223
Midlands |2020Q1 |£279,637 [£225565 [£232567 |£177,310 |£293110
202002 |£273,038|£221,796 |£228351 |£177,221 |£289,286
201902 |£303611|£269667 |£275901 [£215550 |£339438
UK 202001 |£312190|£286,936_|£290,790 |£223680 |£357,971
202002 1£308175|£276,840 |£281,149 [£219,739 |£350,036

to August2020 Midlands 202001 |£264982|£212732 |£221,085 |£168037 [£273360

In Q2 2020 former owner occupierspaid the highest

_ average house prices in the East Midlands at
12 moneh percenage change £271,912 However,this is lower than valuesseenin

Source HM LandRegistryand Office for National Statisticsg¢ UK House

orioelrdox Q1 2020(£273360) andalsoQ2 2020(£272,566).

The 3.6% increasefor the EastMidlands meansthe In Q2 2020, former owner occupiersalso paid the

average house price was £202,345 in the year to highestaveragehousepricesin the WestMidlandsat

August 2020 The 2.3% annual growth means the £289286. However,this is lower than valuesseenin

average house prices for the West Midlands was Q1 2020 (£293100) but higher than the Q2 2020

£204,886 to the yearAugust2020 value (£287,233), which is similar patterns seen for

Londonhousepricesremainthe mostexpensiveatan ~ the UK
averageof £489159 this is the joint record high for
London(matchingpricesfrom July2017). The North

East continued to have the lowest average house

price,at £131,701, andis the only Englishregionyet

to surpassits pre-economicdownturn peak of July

2007.

AverageHousePrice,January2005to August202Q

el nad Source ONS/HM Land Registry, UK House Price Index,
3 October2020

Pleasenote, DuringJuly2020, changeso StampDuty Land
Tax, Land Transaction Tax and Land and Buildings
TransactionTaxwere made TheUKHousePricelndex(HPI)
is based on completed housing transactions Typically,a
house purchase can take six to eight weeks to reach
completion Therefore, the price data feeding into the
August 2020 UK HPIwill mainly reflect those agreements
that occurredbefore the tax changegook place Alsoother
dwellingsis defined as any record in the datasetwith an
‘'old' dwelling marker. This will not include any records
where the dwelling type is unknown The all dwellings
averagewill includeall records(sonew, old and'unknown’).

= North East == NorthWest = Yorkshire and The Humber East Midlands = West Midlands

o= Eas = Londo == South East == South West 13



Make UK Innovation Monitor

Key findings from the Make UK Bouncing Back
Smarter. Innovation Monitor 2020includesc

A Industrial Digital Technologies (IDTs) are fast
becominga reality for manufacturerswith 8 in 10
believingIDTswill be a reality in their businessby
2025 Yet,one third remainin the conceptionphase
There are also regional, sectoral and size variation
when it comesto the adoption of IDTsand where
manufacturersare on their digitaljourney.

A While manufacturersare aware of the benefits of
IDTs(44% many are not yet adopting them. For
examplewhilst half of manufacturersare aware of

augmented and virtual reality they I NB ye® i
utilisingthem.

A The traditional barriers to adoption remain,
particularly around accessto skills and limited
technicalknowledgeand competence Financeis an
increasingconcern,with a lack of fundsto investin
IDTsa barrier for many businessesjn particular
SMEs

A covihasrenewedthe focuson resilience,andthis
creates significant opportunities for investmentin
IDTs However, the pandemic will hit many
Y|y dzF | OspedmNds MdFdDse R&D with two-
fifths planningto decreasespend

A Awarenessof many Government support
measuresfor R&D is extremely low with
3/4s unaware of Made Smarter The R&D
tax credit is howeverbetter known (8 in 10
manufacturersaware)

A 20% of small businessesn the North West area,
where Made Smarter pilot operates are in the
revolution phase of adoption, secondonly to the
South East at 33% suggestingthat the model is
workingand makingthe casefor its roll-out.

Thefour stagesof Digital Transformation
A Preconception- Doingnothingon digitalisation

A Conception- Awareof the conceptsand what peers
aredoing consideringmplementation

A Evolution - Improving current businessprocesses
andpracticesthroughintroducingtechnology

A Evolution- Seeinga stepchangein productivityand
efficiencythroughfar-rangingchangego technology
andprocesses

The following chart shows the percentages of
companies at stages of digitalisation adoption by
region:

Source Make UK/Infor, Innovation Monitor, 2020

However,thesefiguresdo masksignificantvariationsin
sector and regional performance Some sectors have
embraceddigitalisationmore eagerlythan others, and
this then feeds through into the relative economic
performanceof different regionaleconomies

The North West, for example, where aerospaceand
pharmaceuticalppredominate,and where specifichelp
to SMEshas been made availablethrough the Made
Smarter initiative, shows a high proportion of
manufacturersin the WNB @ 2 ftaigé (R029y ®@cond
onlyto the SouthEastat 33%

Howeverthe WestMidlands,where a high proportion of
traditional, engineeringbasedmanufacturersare based,
hasa very high proportion of companiesstill in the pre-
conception stage (18%) with only 9% achieving
WNEB @ 2.t WihaifleAtr yE&st Midlands is one highest
regionsin the revolution stage Performancen Walesis
notably below average with a quarter of manufacturers
not yet consideringdigitalisation,and none considering
themselvego beatthe WNEB @ 2 $tadgl A 2 Y Q
Make UKPolicyrecommendationsto Government

A Bespoke dedicatedsupport to manufacturingSMEs
should be made consistently available across the
country. In Englandthe bestway of doingthis is the
extension of the Made Smarter SME adoption
programmeto all regions

A Fiscal incentives to support digitalisation and
researchand developmentspendmust be increased
starting in the forthcoming budget Additional
investment allowances for technology related

investmentswould be a goodway of doingthis.
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