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Quickview

UK economy strengthening
03 March 2010

Survey data released this morning suggests the UK economic recovery is
gathering momentum. The Markit service sector Purchasing Managers
Indices (PMI) survey reported business activity in February growing at its
fastest rate since January 2007. The index rose from a balance of 54.5 to
58.4, beating market expectations of a small rise to 55.0.

In addition, this morning’s Nationwide Consumer Confidence survey
showed consumer confidence hitting a two-year high while the latest
Confederation of British Industry (CBI) distributive trade survey also
showed a strong improvement following a dip in January.

The rise in reported activity in February more than offset the dip in the
previous month, which had sparked fears of a double-dip recession. The
Schroders Activity Index — a GDP-weighted composite of manufacturing,
construction, services and retails sales surveys — reached its highest
level since August 2007 based on the latest data. The index is now
signalling quarterly GDP growth of around 0.5-0.7% for the first quarter of
2010, as illustrated in the below chart.
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European Economist
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It now appears that the poor weather in January played a large role in the
slowdown in activity at the turn of the year, and the stronger-than-
expected February data shows that it was a pause, rather than a
reversal, in an otherwise improving trend.

We think that the stronger data shows a reduced probability of a double-
dip recession, although we remain cautious over growth prospects for
2010. Although the details of the survey show that business activity is
picking up in response to increased consumer confidence, firms are
continuing to shed staff. Shaky labour markets and the prospects of fiscal
tightening over the next few years are likely to weigh on consumer
activity.
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Important Information:

The views and opinions contained herein are those of Azad Zangana, European Economist, and may not necessarily represent views
expressed or reflected in other Schroders communications, strategies or funds. For professional investors and advisors only. This
document is not suitable for retail clients.

This document is intended to be for information purposes only and it is not intended as promotional material in any respect. The material is not
intended as an offer or solicitation for the purchase or sale of any financial instrument. The material is not intended to provide, and should not be
relied on for, accounting, legal or tax advice, or investment recommendations. Information herein is believed to be reliable but Schroder Investment
Management Ltd (Schroders) does not warrant its completeness or accuracy. No responsibility can be accepted for errors of fact or opinion. This
does not exclude or restrict any duty or liability that Schroders has to its customers under the Financial Services and Markets Act 2000 (as
amended from time to time) or any other regulatory system. Schroders has expressed its own views and opinions in this document and these may
change. Reliance should not be placed on the views and information in the document when taking individual investment and/or strategic decisions.
Issued by Schroder Investment Management Limited, 31 Gresham Street, London EC2V 7QA, which is authorised and regulated by the Financial
Services Authority. For your security, communications may be taped or monitored.



