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The VisitBritain Reports
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Summary Findings

£52BN DIRECT ECONOMIC IMPACT IN VALUE ADDED TERMS (EXTENSION OF TSA METHODOLOGY)

£115BN TOTAL ECONOMIC IMPACT IN VALUE ADDED TERMS (INCLUDING SUPPLY CHAIN)

IMPORTANCE OF THE SECTOR TO RURAL AREAS

LABOUR MARKET OPPORTUNITIES

ENCOURAGES ENTREPRENEURSHIP

LONGER TERM BASELINE FORECASTS - £87 BN BY 2020

3.5 PER CENT GROWTH 2010-2020, IFF CONDITIONS ARE FAVOURABLE

SCENARIO: A 10 PER CENT DEPRECIATION IN STERLING INCREASES OVERSEAS VISITORS BY c. 1 MILLION

SCENARIO: ZERO REAL GROWTH IN CONSUMER SPENDING REDUCES DOMESTIC SPEND BY £2.2 BILLION
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Opportunities & Threats

Opportunities & Threats

Key
@ Opportunity

eopolitic ) Unknown
Palitical Capacity Considerations - including infrastructure I @ Threat
Funding/public spending MNation most
Macroeconomic conditions relevent to
- Exchange rates I
- Consumer spending

London 2012

Ryder Cup

Rugby World Cup 2015

Glasgow Commonwealth Games

Growth in emerging economies

Investment in transport and other infrastructure I
Competition and the changing market place
Delivering the "experience’

Culture and heritage reputation

) Shifts in consumer behaviour and general perceptions
- Lower spend/perception of expenses

- Growth in food/health/wellbeing tourism

- Shift in consumer tastes to ‘exotic’ places
I Demographics

) Income distribution

Economic

@ @O O@ @ @ @ @@ @O

Social

Digital distribution
Technological Innovation e_g. social networking
_ Competition
2 Climate change
_' Potential health/travel scares
2 Commaodities - e.g price of oil
) Environment
@ Taxation |
Legislation ) Visa process
' Minimum wage

Environmental

Source: Deloitte analysis
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Competitive Position & Taxation

10 PER CENT OF UK GDP INCOMES
2.5 MILLION JOBS TASTES
GROWTH POTENTIAL COSTS

UK Tourism Balance of Payments, 1982-2010

Tourism BoP Outbound Expenditure Inbound Expenditure
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Source: ONS, Deloitte analysis.

UK COMPETITIVE POSITION IS RELATIVELY POOR — HOW CAN IT BE IMPROVED?

CUMBRIAS STRATEGY IS TO GET VISITORS TO SPEND MORE ....
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Capacity & Funding

.... HOW DO YOU DO MORE WITH LESS?
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UK’s Tourism Performance and Infrastructure, 2009

60 BO 100 12a

The UK currently

ranks highly in the

latest WEF Travel

and Tourism

Saudi Arabia report — 7th from
139 countries

&0

BUT competitors are heavily
investing in their
Infrastructure and offer so
may move up in future
rankings

Source: WEF, Deloitte Analysis.



Macro Situation

*CONSENSUS

*WEAK CONSUMER & GOVERNMENT
SPENDING LEAD TO SLOW GDP GROWTH
*INFLATION EASES BUT EXTERNAL FACTORS
KEEP RATE ABOVE BOE TARGET

*INFLATION FALLS BACK

*UK ECONOMY GROWS AS PRE-RECESSION
DRIVEN BY STRONG EXTERNAL DEMAND
*CONSUMER SPENDING RECOVERS THROUGH
HIGHER WAGES AND HIGHER EMPLOYMENT.

*FURTHER RISES IN ENERGY PRICES & LIMITED
SPARE CAPACITY KEEP INFLATION HIGH

*UNCERTAINTY HOLDS BACK CORPORATE
SPENDING.

*UNEMPLOYMENT REMAINS HIGH
*CONSUMER SPENDING STAGNATES AS REAL
INCOMES ARE SQUEEZED FURTHER
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Hypothetical Scenarios for GDP & Inflation 2010 - 2012
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Consumer Spending

UK Real Wages (%A Y-0-Y), Reactions to Falling Disposable Income (% Respondents), & Discretionary Spending
Most Likely to be Cut (% Respondents)
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Source: ONS, BoE, OFCOM & Deloitte Analysis

IS CUMBRIA DISPROPORTIONATELY EXPOSED TO CONSUMER SPENDING?

STAYCATION EFFECTS?
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Exchange Rates

CUMBRIA LESS SENSITIVE TO EXCHANGE RATE Sterling Exchange Rates (Jan 2007 = 100)
FLUCTUATIONS THAN RoUK DUE TO INBOUND
VISITOR MIX

HOWEVER AMERICAN VISITORS ARE LARGEST
OVERSEAS GROUP

= = 8 8 8 § &

STERLING REMAINS 25 PER CENT WEAKER

AGAINST THE DOLLAR AND EURO THAN IN
MID-2007

Source: HM Treasury Quarterly Inflation Report, May 2011
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The Wider Picture

Times/Deloitte CEO Summit —21-22 June 2011
Talking heads

T ks cotnntry
America, people TN
thimges, Fnil aod shok
themselves down
nnad Seart things
again. The anfmal
spirit of capitnlism is
streigger there
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Tnnovation, Britain's
Infrastructure

netwnrk is ranked

“We moeedd 1o buave a1
searing focus on
export performance,
fir in thiat way we
mainiain our
infTuenee in the ywerld”

BVl Chre.
b o ILYE Saniems

Edition, 22/06/2011
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Conclusions

ECONOMIC GROWTH PATH REMAINS UNCERTAIN
CUMBRIA BENEFITTING FROM WEAKER STERLING

BUT CUMBRIA HAS THE ASSETS TO WORK WITH

LOBBY FOR SUPPORT FROM CENTRAL GOVERNMENT FOR BUSINESS AND EMPLOYMENT

TARGET CONSUMERS EFFECTIVELY: ADAPT TO CHANGING TRENDS — e.g. EMERGING MARKET CONSUMER

INNOVATE AND INVEST WHILST PRESERVING BRANDS AND MARKETING ACTIVITY
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Deloitte.

Questions?
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