Econony | Regional Econometrics Model: December 2012

h Economic Forecast for Bradford

About the Model

The Regional Econometric Model (REM) produced by Experian Business Strategies provides
economic and labour market estimates and forecasts for the UK, Yorkshire & Humber region (Y&H),
local authority districts and city regions within Y&H. This note focuses on the latest forecasts from the
REM issued in December 2012. Additional forecasts e.g. population, migration, occupation and skills
are not included in this note, as the data has not yet been made available.

National and regional picture

e There is still slack in the labour market with more part-time working and under-employment now a
feature i.e. people working part-time hours when they want to work full-time and also people
working fewer full-time hours than desired.

e This means there is little pressure for wages to rise. However inflation is rising and therefore
there is still pressure on consumers. Consumer sentiment was negative (end of 2012) with
subdued spending— a situation expected to continue for several quarters. Inflation will continue to
outpace wage rises and will be above Government targets.

« Credit constraints continue as banks and other institutions are rebuilding their own balances
before lending to businesses thereby putting a damper on growth.

« The Eurozone crisis had a negative effect on UK exports to Europe overall (not just to Spain,
Portugal and Greece) and there is more uncertainty how with the situation in Cyprus. The strength
of sterling also contributed to a reduction in UK exports to Europe.

* The UK has been in the deepest recession seen with the prospect now of a triple dip recession.

« Employment is forecast to flat line in 2013. However, information & communications (around
mobile technology and 3G), finance and insurance and professional services, which grew 2002-
07, are forecast to continue strong growth in the short to medium term (2013-17). The public
sector is set to decline in employment terms.

« Yorkshire and the Humber’s rate of GDP growth will be lower than the UK average over 2013-17
and lower still than Greater London (which is the strongest UK region) but will be higher than the
North East - which is the weakest UK region.

* Growth rates in GDP in the UK and Y&H over 2013-17 are not expected to reach pre-recession
levels although they are forecast to be higher than growth rates achieved 2008-12. Employment
growth in Y&H is expected to follow the same trend.

* Growth in output in Leeds City Region is likely to outpace that of Y&H region.

¢ Manufacturing output isn’t forecast to grow strongly — compared to construction, information &
communications, professional services and finance and insurance, but there will be niche
markets.

Bradford picture

* Forecast growth in employment and GVA in Bradford district has been revised down from the
previous forecast (April 2012) — this is the same situation as in other districts in the Y&H region.

* However, Bradford’s forecast growth in employment (full-time equivalents) at 5.1% between 2013
and 2017 is anticipated to outstrip that of the Y&H region (4.1%).

¢ Over the same term, GVA is forecast to grow in Bradford at 8.6% - about the same rate as for
LCR (+8.8%) but at a faster rate than forecast for Y&H region (+8.0%).

« Bradford and Leeds districts are expected to account for around 56% of GVA growth in LCR
between 2013 and 2017 and as such will dominate growth in the LCR economy.

* The depth of the recession has been such that pre-recessionary levels of employment will not be
achieved in Bradford until around 2017-18.



Comparison with previous forecast

The chart opposite shows that the Regional
Econometric Model (REM) revised down the
employment forecast for Bradford district.
Employment in the latest forecast
(measured in terms of full-time equivalents)
for 2013 is down by 15,646 to 158,420 from
174,066 in the April 2012 forecast.

The latest forecast shows that pre-
recession levels of employment are not
likely to be achieved until 2017-18.

No. FTEs

Employment trends

Total employment in Bradford (employees and
the self employed) is estimated to have fallen
from a pre-recession level of 221,210 in 2007
to 210,020 in 2011. Numbers are forecast to
rise by the year 2020 to 227,290.

Self employment in Bradford is forecast to
increase at a faster pace than employee
employment - 8.6% rise in self employment
numbers between 2013 and 2020 compared to
7.5% in employees.

Between 2013 and 2017, employment (full-time
equivalents) is forecast to rise by 5.1%.

Comparison of employment trends

Bradford has suffered a greater rate of
decline in employment since the recession
started than the region and UK as a whole.
The number of FTEs in Bradford fell by
5.4% over the period 2008 to 2012
compared to fall of 3.4% and 2.2% in Y&H
and the UK respectively.

Over coming years Bradford’s rate of
employment growth is forecast to outstrip
both the regional and national growth rates
over both the medium (2013-17) and longer
terms (2013-20).

% change in employment

Industry sector trends

It is anticipated that some industries will

decline in employment - these are shown 3,000

in the chart opposite. The largest decline

IS expected in public administration g 2,000

(-1,500 ftes). °

Admin and supportive services and retalil o 1,000

are expected to undergo the largest P

increases in employment (+2,380 and E R e B B* - = ey a——

+1,910 ftes respectively). £ of 8E TSty ¢ s Sgo8s § 258
2 100 52 38 £2 552 5 T gz 355 ° 555
§ 2 fg " 288w ° ga mr TeY

<<

-2,000

Industries forecast to have biggest changes in empl
Source: Regional Econometric Model, Regional Economic Intelligence Unit

FTEs Bradford - comparison of April 2012 & Novembe  r 2012
Source: Regional Econometric Model, Regional Economic Intelligence Unit

200,000
190,000

April '12 forecast

180,000

170,000 . _ R

160,000 S - November ‘12 forecast

150,000

140,000

130,000

120,000 ——r——F+——"——"T"——"T——T——T—T—T— T T T T T T T T T
~ o “ ™ 0 ~ o - ™ 0
S S o P 1 g = N N o
S S o S S o o o o o
I Q Q I I & N N I I

Total employment (employees and self employed) - Bradford
Source: Regional Econometric Model, Regional Economic Intelligence Unit

230,000

225,000

220,000

215,000

210,000

number in employment

205,000

200,000 T T ; T T

2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019

Change in employment (FTESs) - Bradford, Y&H and UK
Source: Regional Econometric Model, Regional Economic Intelligence Unit

2020

change 2013-17 2013-2020

8.3
69 g4
B l5.1 I

UK ®mY&H mBradford

oyment - Bradford




Bradford’'s GVA

The REM estimates Bradford’'s GVA (or
output from the economy) to be

£7.7 billion pounds in 2013 (at 2008
prices). The latest GVA figure available
from the Office for National Statistics is at
2011 and is greater than the REM figure
as it is calculated at current basic prices
(£8.3 billion at 2011).

The chart opposite clearly shows the
negative effect of the recession on GVA
in the district with GVA falling from 2007
to 2008 and then rising very slowly to
2013; only reaching the 2007 level by
2011.

Leeds City Region and GVA

The pie chart opposite shows Leeds and
Bradford’s dominance in the LCR
economy. In 2013 Leeds’ GVA was £17.6
billion and Bradford’s £7.7 billion.
Together the two districts accounted for
slightly over 50% of LCR’s GVA (£50.3
billion).

GVA growth forecasts 2013 to 2020

Bradford is set to undergo fairly strong
growth in GVA. Between 2013 and
2020 Bradford’s GVA is forecast to
rise by 16.9%. Although this is lower
than that forecast for the UK it is
higher than forecast for the Y&H
region.

Bradford is expected to have the
fourth highest rate of growth of all
districts in LCR after Wakefield,
Calderdale and Leeds.

Notes:
« The next update of the Regional Econometric

Model is due May 2013.
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Produced by:

Strategic Support Service,
Department of Business Support,
City of Bradford Metropolitan District Council.

Email: mary.johnston@bradford.gov.uk
Phone: 01274 433780 or 01274 434035

Web: www.bradfordeconomy.com




