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Latest news...........cc....... 1

The Office for National Statistics (ONS) released data on

23 October showing that the UK economy continued to
contract in the third quarter of 2009, its sixth consecutive
quarterly contraction (see Figure 1). Many economists had
expected a small positive growth figure or zero growth. The
decline in output was strongest in the production industries
in which output declined by 0.7 per cent although services
also contracted by 0.2 per cent. Distribution, hotels and
restaurants was the largest contributor to negative growth
in Q3 2009.

It is important to realise that this ONS “preliminary estimate’ is driven by the
availability of data for industrial production. The August figure for industrial
production indicated a fall of 1.9 per cent compared with the previous month with
the index of manufacturing falling to its lowest level in 17 years.

Latest news...

® London’s Economic Outlook: Autumn 2009

GLA Economics’ fifteenth London forecast suggests that London’s Gross Value
Added (GVA) growth rate should fall to -3.5 per cent in 2009. London is likely to see
contractions in employment in 2009, 2010 and 2011.

® Economic Evidence Base — October 2009 version

The latest Economic Evidence Base document supports the public consultation
drafts of the three Mayoral strategies currently being revised: the London Plan, the
Economic Development Strategy and the Transport Strategy.

El
I Visit www.london.gov.uk/mayor/economic_unit to download these publications.




Figure 1: UK
GDP Growth

Source: Office for
National Statistics

Figure 2: UK annual
inflation rates

Last data point is
September 2009

Source: Office for
National Statistics
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UK CPI inflation falls to its lowest for five years but is
likely to rise soon

2009 Q1

UK Consumer Price Index (CPI) annual inflation fell to 1.1 per cent in September

2009, down from 1.6 per cent in August. This is the lowest CPI inflation has
been since September 2004. Some commentators have drawn attention to

the increased likelihood of the Bank of England’s Monetary Policy Committee
extending its policy of Quantitative Easing at its November meeting as a result.

However, it should be noted that one of the big downward drivers of inflatio
continued to be energy prices which were lower than in September 2008 but

n

actually rose between August and September 2009. This downward pressure on
CPI inflation is expected to cease soon as the energy utility price hikes of 2008

drop out of the baseline.
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The UK takes top spot in the World Economic Forum’s
Financial Development Report

On 8 October the World Economic Forum published its Financial Development
Report, which showed that the UK “buoyed by the relative strength of its
banking and non-banking financial activities, claimed the Index’s top spot

from the United States, which slipped to third position behind Australia largely
due to poorer financial stability scores and a weakened banking sector”. The
report ranks 55 of the world’s leading financial systems and capital markets and
analyses the drivers of financial system development and economic growth.
The index is based on over 120 variables including institutional and business
environments; financial stability; and the size and depth of capital markets.
The report noted the negative effect of the financial crisis on the UK’s financial
stability, observing that “the breadth of factors covered in the report means that
countries with high financial instability scores like the United Kingdom and US
could still achieve a high relative ranking in the Index due to other strengths”.

International Financial Services London has released a report showing that
London’s share of world hedge fund assets fell by 2 per cent in 2008, with
New York growing by the same amount. This is a reversal of the trend seen
between 2002 and 2007 during which London’s share of assets managed by
hedge funds more than doubled to 20 per cent. The report notes that the fall in
London’s management of assets was primarily due to larger client redemptions
compared to the US. Hedge fund managers have warned of higher taxes and
tougher regulation. A survey of the European fund management industry by
the think tank Open Europe found that nearly half of UK fund managers were
“more likely than not” to move abroad if the EU’s draft alternative investment
manager directive was implemented.

London remains the top European city for business

The Cushman and Wakefield European Cities Monitor 2009 report published

in October has again shown that London remains the top European city for
business with it extending its lead slightly over Paris. The survey found that

the top four factors in determining where to locate were: customers or clients;
availability of quality staff; quality of telecommunications; and transport links
with other cities and internationally. The survey notes that “London remains the
top rated city in half of the 12 major rankings, including easy access to markets,
transport links with other cities and internationally, ease of travelling within the
city, availability of qualified staff, quality of telecommunications and languages
spoken”. London also retains its position amongst the best-known European
cities, alongside Paris and Barcelona.

The UK is still mired in recession and will face a difficult
recovery

The Ernst & Young ITEM Club has suggested that there may be some growth

in the second half of 2009 but that in 2010 the UK economy will struggle to
grow by 1 per cent. One key condition for any sustained, medium term recovery
will be an improvement in world trade. Some of the expected growth in the UK
at the end of 2009 is likely to be driven by purchases taking place before the
increase in VAT back to 17.5 per cent on 1 January 2010. However, this creates
additional potential risks of weak consumption in the first quarter of 2010,
especially as unemployment continues to rise.
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With this UK background, recovery in the London economy is also likely to be
slow and fragile (see GLA Economics’ recently published forecast, London’s
Economic Outlook: Autumn 2009). Credit conditions remain tight for individuals
and small businesses in particular. There are no signs of a rapid rebound in
investment, which has suffered severely in this recession. Government fiscal
retrenchment will be needed to put the UK’s finances back in a sustainable
position in the medium term. At least London’s place as one of the very few
truly “global cities” means that it has the potential to benefit from the current
improving economies in emerging market countries, such as India. However,
overall, London businesses still face extremely tough economic conditions over
the next couple of years.
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Economic indicators

Decrease in moving average of
passenger numbers

= The most recent 28-day period is from 26 5

Passenger numbers

July 2009 to 22 August 2009. London’s journeys (millions) adjusted for odd days milons
Underground and buses had 245.3 million
passenger journeys; 168.2 million by bus and
77.1 million by Underground.

= The moving average of passengers every
period decreased to 254.1 million from 254.7
million in the previous period. The moving
average for buses was 172.2 million. The
moving average for the Underground was
81.9 million.

= The methodology used to calculate the

number of bus passenger journeys was
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Latest release: October 2009
Next release: November 2009

Decrease i n avera g € annua I Annual % change in passengers using London Underground and buses
growth rate of passengers e orodi e %

= The moving average annual rate of growth
in passenger journeys decreased to 0.6%
from 1.1% in the previous period.

= The moving average annual rate of
growth in bus passenger journey numbers
decreased to 1.7% from 2.2% in the
previous period.

= The moving average annual rate of growth
in Underground passenger journey numbers
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Latest release: October 2009
Next release: November 2009 Source: Transport for London
%
M Claimant count unemployment

CI a I m a nt Cou nt u ne m ployme nt % of working age population, seasonally adjusted

= The percentage of the resident working age
population who are unemployed and claiming
Jobseekers” Allowance (seasonally adjusted)
in London was 4.5% in September 20009. 5

= There were 227,300 seasonally adjusted .
unemployment claimants in London in
September compared with 223,500 in August.

= There were 1,626,800 seasonally adjusted
unemployment claimants in the UK in 1
September 2009 compared with 1,607,400 0

in August.
Latest release: October 2009 — London
Next release: November 2009

7
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Annual output growth negative
in London, the South East and
the Eastern region

= London’s annual growth in output
decreased to -3.6% in Q1 2009 from
-0.9% in Q4 2008.

= Annual output growth in the South East
decreased to -4.1% in Q1 2009 from
-0.1% in Q4 2008.

= Annual output growth in the Eastern
region decreased to -4.3% in Q1 2009
from -0.9% in Q4 2008.

Latest release: August 2009
Next release: November 2009

Real GVA growth in London, South East and Eastern Regions %
year-on-year change

— London — South East — Eastern

Source: Experian

Business Strategies

Annual employment growth
negative in London, the South
East and the Eastern region

= London’s annual employment growth
decreased to -0.6% in Q1 2009 from
-0.2% in Q4 2008.

= Annual employment growth in the South
East decreased to -2.7% in Q1 2009
from -2.1% in Q4 2008.

= Annual employment growth in the
Eastern region decreased to -1.7% in Q1
2009 from -0.1% in Q4 2008.

Latest release: August 2009
Next release: November 2009
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Business Strategies

Annual house price deflation
slows sharply

= House prices, as measured by the
Nationwide, were slightly lower in Q3 2009
than in Q3 2008 in both London and the
UK.

= Annual house price inflation in London was
-1.9% in Q3 2009, up from -10.2% in Q2
2009.

= Annual house price inflation in the UK was
-3.0% in Q3 2009, up from -11.7% in Q2
2000.

Latest release: October 2009
Next release: January 2010

House prices, UK and London

year-on-year growth from quarterly figures, seasonally adjusted data %
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London’s business activity
continues to increase

London firms increased their output of
goods and services in September 2009.
The Purchasing Managers” Index (PMI)
of business activity recorded 55.1 in
September compared to 54.2 in August.
A rate of above 50 on the index indicates
an increase in business activity from the
previous month.

Latest release: October 2009
Next release: November 2009

Business activity in London index
seasonally adjusted index (50 indicates no change on previous month)
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New orders in London rising

September 2009 saw a rise in new orders
for London firms.

The PMI for new orders recorded 53.5 in
September compared to 50.7 in August.
A rate of above 50 on the index indicates
an increase in new orders from the
previous month.

Latest release: October 2009
Next release: November 2009

New orders in London

index
seasonally adjusted index (50 indicates no change on previous month)
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London employment still falling

The PMI shows that the level of
employment in London firms decreased in
September 2009.

The PMI for the level of employment was
41.9 in September compared to 42.0 in
August.

A rate of below 50 on the index indicates a
decrease in the level of employment from
the previous month.

Latest release: October 2009
Next release: November 2009

Level of employment in London index

seasonally adjusted index (50 indicates no change on previous month) &

——London

Source: Markit Economics
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Synovate Retail Traffic Index
below 2008 levels

» The Synovate Retail Traffic Index of
shoppers in London was 84.2 in the first
full week of October compared to 84.9 in
the previous week.

= The index has been below 2008 levels for
the majority of 2009.

= Synovate’s Retail Traffic Index measures
the number of shoppers and does not
necessarily reflect the level of spending.

Latest release: Mid-October 2009
Next release: Weekly
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Surveyors report that house
prices are rising in London and
in England and Wales

= The RICS survey shows a positive net
balance of 79 for London house prices
over the past three months to September
2009. This net balance is up from 43 in
August 2009.

= Surveyors reported a positive net house
price balance for England and Wales of
22 in the past three months to September
2009, up from 10 in August 2009.

= London’s net house price balance is above
that of England and Wales.

Latest release: October 2009
Next release: November 2009
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Surveyors expect house prices to
increase

= The RICS survey shows that surveyors
expect house prices to increase over
the next three months in London and in
England and Wales.

= The net house price expectations balance
in London was 49 in September 2009, up
from 29 in August 2009.

= For England and Wales, the net house
price expectations balance was 25 in
September 2009, up from 18 in August
2009.

Latest release: October 2009
Next release: November 2009

RICS housing market survey

house price expectations; net balance in London, and in England and Wales;
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Additional information

Data sources

Tube and bus ridership Transport for London on 020 7222 5600 9
or email: enquire@tfl.gov.uk

GVA growth Experian Business Strategies on 020 7630 5959

Tourism - overseas visitors www_statistics.gov.uk

Tourism — domestic visitors www.visitlondon.com

London airports www.caa.co.uk

Unemployment rates www_statistics.gov.uk

Glossary

Civilian workforce jobs
Measures jobs at the workplace rather than where workers live. This indicator captures total
employment in the London economy, including commuters.

Claimant count unemployment
Unemployment based on the number of people claiming unemployment benefits.

Employee jobs
Civilian jobs, including employees paid by employers running a PAYE scheme. Government
employees and people on training schemes are included if they have a contract of employment.
Armed forces are excluded.

Gross domestic product (GDP)
A measure of the total economic activity in the economy.

Gross value added (GVA)
Used in the estimation of GDP. The link between GVA and GDP is that GVA plus taxes on
products minus subsidies on products is equal to GDP.

Tube ridership
Transport for London’s measure of the number of passengers using London Underground in a
given period. There are 13 periods in a year. In 2009/10 there are eleven 28-day periods, one
25-day period and one 32-day period. Period 1 started on 1 April.

Bus ridership
Transport for London’s measure of the number of passengers using buses in London in a given
period. There are 13 periods in a year. In 2009/10 there are eleven 28-day periods, one
25-day period and one 32-day period. Period 1 started on 1 April.

&

S

Acronyms F
ABI  Annual Business Inquiry GVA  Gross value added o
BAA  British Airports Authority ILO International Labour Organisation S
BCC  British Chamber of Commerce IMF  International Monetary Fund ';
BITOA British Incoming Tour Operators Association  LCClI ~ London Chamber of Commerce and Industry £
CAA  Civil Aviation Authority LET London’s Economy Today =
CBI Confederation of British Industry MPC Monetary Policy Committee E
DCLG Department for Communities and ONS  Office for National Statistics "
Local Government PMI  Purchasing Managers’ Index ~g

EBS  Experian Business Strategies PWC PricewaterhouseCoopers =
GDP  Gross domestic product RICS Royal Institution of Chartered Surveyors S



GLA Economics
City Hall

The Queen’s Walk
London SET 2AA

Tel 020 7983 4922 Email glaeconomics@london.gov.uk
Fax 020 7983 4137 Internet www.london.gov.uk

© Greater London Authority
October 2009

ISSN 1740-9136 (print) ISSN 1740-9195 (online) ISSN 1740-9144 (email)

London’s Economy Today is published by email and on www.london.gov.uk towards the end of every
month. It provides an overview of the current state of the London economy, and a changing selection of
the most up-to-date data available. It tracks cyclical economic conditions to ensure they are not moving
outside the parameters of the underlying assumptions of the GLA group.

Subscribe
Subscribe online at http://www.london.gov.uk/mayor/economic_unit

Disclaimer

GLA Economics uses a wide range of information and data sourced from third party suppliers within its
analysis and reports. GLA Economics cannot be held responsible for the accuracy or timeliness of this
information and data.

GLA Economics, Transport for London, the London Development Agency and the Greater London Authority
will not be liable for any losses suffered or liabilities incurred by a party as a result of that party relying in
any way on the information contained in this publication.

Other formats
For a summary of this document in your language, or a large print, Braille, disc, sign language video or audio
tape version, please contact us at the address below:

Public Liaison Unit

Greater London Authority Tel 020 7983 4100
City Hall Minicom 020 7983 4458
The Queen’s Walk www.london.gov.uk

London SET 2AA

Please provide your name, postal address and state the publication and format you require.

About GLA Economics

GLA Economics provides expert advice and analysis on London’s economy and the economic issues facing
the capital. Data and analysis from GLA Economics provide a sound basis for the policy and investment
decisions facing the Mayor of London and the GLA group. The unit was set up in May 2002.

GLA Economics is funded by

Transport S MAYOR OF LONDON
for London AGENCY





<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 1
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
    /ENG ()
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


