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The EU Craft and SME Baront:t@HpP

European Crafts and SMEBd off fears of recession
Backto-back raise SME Business Climate Indeg4

A second consecutive increase WEAPME SME Business Climate I(@dkart 1) for the European
Union indicates improving confidence in the state of the econa@nysibgestEautumn, the
percentage of entrepreneurs @xpagiositive or neuteabnomic environment grewdbgesceape

points from 5396 to 64%- a strongegainthan the 4.2 percentage pbikésreported in the second half

of 2009The Index is currently 9.6 percentage points above its worst result so far, yetlbelow the
recorded before the crisis. Bsgadisus appear to be confidahthe downward spiraedgsion has

been avoided. Theynain nonetheless cauamasineasy about the way othtevecession. Whether a
stagnant, low growth period lies ahaatronger growth path is possible remains unclear.
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The UEAPME SME Business Climate I ndex is par
year by thelEAPME Studynit. This barometer provides for the first time recent and forward lookir
business indicators about Crafts and SMEs in the European Union, differentiated by size class
economic sectors.
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Introduction to the EU Craft and SME Barometer

TheEU Craft and SME Baroméitaitds on the results of ssrifeat are conducted by UEAPME member
organisations twice or four times a year in different regions all over Europe. The survey is based c
100.000 questionnaires, with 25.000 answeees/ed. The data for this suvesy collected between
December 2009 and February, 2016h gives a quite recent picture about the development and th
expectations of SME owners all over Europe.

At European level, we are able to mtatader size classé€micro, small and medsizad enterprises)
and fofour economic sector@nanufacturing, construction, business and personal services), which m
show different developments over business cycles and may react differently to external effects.

For each of these groups the Baropnetgdebalanced figuresn the following categowesrall

situation, turnover, employment, prices, investment and owdesse balanced means the difference
between businesses #mwered the questions about their expectation in thesdesxitaEpsitive

or negative manner (balance = positive dnssgatve answers). In order to get European figures from
different national surveys, national results have been weighed with employment figures (see Table 1
the Annex).

This Baroner presents the results (experiencé® fast hayearof2008 (08/H2) ahdth semesters
0f2009 (09/Hand 09/H2as well as the expectations firstheemester 2010/H1e).

UEAPMIssus itsEU Craft and SME Barometer twice g ghand dhe European Summit in spring
and autumn.

Furthermore, UEAPME provides twice a year a BM&p&usiness Climate Indsee page 1),
which is calculated as the average of the current situation and the expectations about the next pe
sums positive and neutral answers as regards the overall situation for the business.

Finally, UEAPME only preganbpean figuresdamloesnot disclose any national data. This is due to the
fact that we have not data for all Member States that are significant enough from a statistic perspecti

Furthermore, the presentation of national data from SME surveys is a prerogatiadnainooerna
organisations, which are collecting these data.

For further information on this document, please contact:

Gerhard Huemer, Director Study Unit Mario GroneEconomistudy Unit
UEAPME UEAPME

Rue Jacques de Lalaing, 4 Rue Jacques de Lalaing, 4
B-1040 Brussels B-1040 Brussels

Tel: +32 2 2307599 Tel: +32 2 2850710

E-mail: g.huemer@ueapme.com E-mailmgrone@ueapme.com
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1. Main Results of the EU Craft and SME Barometer 2010/H1

The data gathered by our national associations reveal an interesting, at times ambiguous picture. L«
Chart 2, a generally positive development becomes clear. The balance of respondents reporting a
business situation over negative resgsdratenteadily improved, #28d in the beginning of 2009 to

an expected value®for the first half of 2010.

Chart 2 balance +/
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The same holds for orders received, up 15 poi&tirdrh. The results for turnover and, especially,
employmenpotentially due to the stabilising effect of government prognenemess bad at the
beginning of the recession and Bboe& lessmarked improvemeniestment behaviour observed
seems ditambiguous, an issue to which we willcetwmapter. 6

Thereported progresisouldnonethelessot be overdravdmly the expectation for market prices for the
current semester reveals pusiivéhannegative answers$MME entrepreneurs.

2. Few differences in size

If we break down theta by company size (Charéx& pagewe detect little difference. While medium
sized companies dipped further into negative balance at the beginning of the crisis, they have sh
strongest receryi from a balance-8#.8 to one &f6.

The guation of miecrand smadlized firms is however similar, with a stark drop at the beginning of 20
and a receding, yet still negative, balance since. Regardless of company size, we witness the sam
development. The darkest clouds seemdapmpearedut pessimists still outweigh optimists.
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3. Deviating developments &gctors

Decomposing the resultsdbystry, diverging paths become @siaie presergthe situatiomalance

over the last three semesters and the expectations for the first hakaoiy 200 wsawthat the
onlysectoreporting improvement compared to the period before was the construction industry, main
to government sponsored wotkataime. Since then, the improvements have lagged the pace of all tl
other industries, hinting at the long term unsustainability of government supporiafemibisaadistry

the presence of large overcapacities

Chart 4 balance +/
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Manufacturingasrrentlgnd based on expectations the SME sector tepartimgt balanc2g9 and

-119 respectivelyas the industryhardhit by therisis in the automotive and investment goods sectors
Both personal and business serioagh still recording negative balances, advance towards stability at
much faster pace than manufacturing stnacéon.

4. Employment throughout sizes and sectors

If welook athe answers of entrepreneurs regarding empilpysizei@thart bwe obseryeon the one
handthatemployment at medsiredcompaniegent down sharply at the beginning of the crisis, with a
balance oR1.5, 8.6 percentage points below the SME &recagthen, théalance has improved
slowly. The expectatarttie current semester, howeséh, weorse than for smaller SMEs.

Chart 5i balance +/ Micre and small firms, on
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Employment by siz
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Employment results by ind¢&imart 6showan uneven pattern. The personal services sector has
remained quite stalléh a change of only 2.3 percentage points between the second half of 2008 anc
of 2009Business services halsoremainedtable if we leave théstark dip in the first half of 2009,
mostlikely due to a standstill in the demand for consultatwysarmnservices at the height of
uncertainty. Both sectors predict better results for the current semester.

Cnstruction companiesd gloomy empl oyment new:
works schemes, up fr@f8 te6.5, but receded again, mainly due to lack of private investment to mat
supply. Current expectations are slightlyiibteehike th4.3.
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Altogether, it seems that European SMEs are not only not hiring more workers but still reporting t
employment balances. Increases in the unemployment figures, however, appear toibg.steadily shrinl

5. SMEs and their expectations

Chart presents thdifferencebetween the actbalancealus recorded for the second half of 2009 and
the expectati®for the same period, taken six months prior. A positive value means the situation is |
than expected, a negative value denotes worse than expecdtedtresdisa brokdmwvn by size, as

well as fgrreviousemestersee Tabléin theAnnex.
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We notice that the aforementioned faster improvement of persanasiadineegth expectations
betterment in business services, however, was apparently surprising for entrepreneurs, who had pre
worse economic environfieertheir industry. Orders, investments and employment werehdre areas w
expectations had to be most strongly corrected upwards. On the contrary, manufacturers saw thei
dwindle down with respect to expectasiaistheir overall assessmanthe situation. Equally, the
construction industry riggbworse than expected retuitsver and employment estimates having to be
adjusted downwards the .nibst strongest revisions, though, have beeegaatiag investngihe

issue of theext chapter

6. Investment behaviodrambiguous SMEs?

The balance reported for investment is among the worst for the second half of 2009 and the wor
areas if we look at expectations for 2010 (see Chart 2). If we, in turn, look at diféeespigaitaiven

see better than expected results across all industries in our sample. Manufacturers observed the -
upward rectification, followed by business services, construction and perdbonet semeicesour
observatioregarding invesentand include also the expectation for the first semester of B)10 (Chart
we see thaakhough the outlook on investment for 2010 looks grimmer than the balance for the secor
of 2009, it is still a better forecasthbamnereported simonths ago. The average SME forecast
improves by 5.5 percentage points3ftdmo25.6. This holds for all industries and over all company
sizes.
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The mst likely explanation for this mismételh éntrepreneurs think of investment, kdebalasut it,

as an expansionary activity. Theguamrentlynot confident enough to believe in the necessity for
investments to augment production capacities, yet later reassess and are possibly surprised by the
of investment neededkeeproduction stable. This fits into the general message gained from our surv
SMEs are, on the one hand, no longer anxious about an economic downturn, yet are, on the other h
uncertain about the pace of recovery, shying away from unniec@ssasymests.



