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B In this document

This report has been compiled by secondary
research specialist Purple Market Research
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This is the fifth in a series of reports summarising
research on the impact of the Covid-19 crisis on
the UK business sector

Previous reports were issued in May, June and
October 2020

The information collated in the reports has been
mined from a range of sources available in the
public domain — sources are referenced in the
report

This current report has been compiled in week
commencing 8" February 2021




Research headlines: recovery is expected, but not until the
end of 2021

WHERE ARE WE NOW?

« UK GDP declined by nearly 10% in 2020, although it stabilised
towards the end of the year.

« GDP declined in all major European countries, although the UK
performed particularly badly.

» Business confidence has been up and down — at the moment it’s
down.

« UK business activity recovered in 2020 Q3, but has been
steadily in decline since then.

« UK services have been particularly badly affected.

WHAT DOES THE FUTURE HOLD?

« The UK economy is expected to grow in 2021, albeit at a rate
below the European average.

« UK CFOs expect the recovery to take time, with demand not
returning to pre-Covid levels until the end of 2021 or later.

« The way we work is likely to change, with more ‘hybrid’ working
I.e. flexible hours and increased working from home.




WHERE ARE WE
NOW?




GDP: the UK economy has declined by nearly 10% in 2020,
although it stabilised towards the end of the year

The UK’s Gross Domestic
Product (GDP) fell by 9.9% in
2020, more than twice the
decline recorded after the
2008 financial crash.

The economy grew in 7 out of
the last 8 months in 2020,
albeit by an increasingly small
amount.

UK GDP annual percentage change 2006 - 2020
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GDRP fell in March
and April, with the

There was
monthly growth in
GDP May, June
and July

The economy continued to
grow in all but one month,
although by increasingly small
percentages

April decline the
greatest on record

Source: Office for National Statistics / ONS
(https://www.ons.gov.uk/economy/grossdomesticproductgdp/bulletins/gdpmonthlyestimateuk/july2020)



https://www.ons.gov.uk/economy/grossdomesticproductgdp/bulletins/gdpmonthlyestimateuk/july2020

GDP declined in all major European countries, with the UK
performing particularly badly

GDP annual change 2020 v 2019
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Sources: Statista (+ Coronavirus: economic impact in Europe 2020 | Statista) / European Parliament February 2021 (EU economic developments and
projections (europa.eu)) / ONS (GDP monthly estimate, UK - Office for National Statistics (ons.gov.uk))



https://www.statista.com/statistics/1102546/coronavirus-european-gdp-growth/
https://www.europarl.europa.eu/RegData/etudes/BRIE/2020/645716/IPOL_BRI(2020)645716_EN.pdf
https://www.ons.gov.uk/economy/grossdomesticproductgdp/bulletins/gdpmonthlyestimateuk/december2020
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Business confidence has been up and down — at the moment it’s

Institute of Chartered
Accountants England and
Wales (ICAEW) Business
Confidence Monitor
measures confidence among
members.

The Business Confidence
Index is firmly in negative
territory, reflecting the
coronavirus pandemic and,
for many businesses
perhaps, the start of Brexit.
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Source: ICAEW Business Confidence Monitor (UK Business Confidence Monitor: National | ICAEW)



https://www.icaew.com/technical/economy/economic-insight/business-confidence-monitor-national

UK business activity recovered in 2020 Q3, but has been steadily
In decline since then

The Purchasing Managers
Index is indicative of the
health of the UK economy

An index above 50 indicates
business growth and an
index below 50 indicates
contraction compared to the
previous month

After a recovery in the
summer of 2020, autumn
and winter have seen a
gradual decline.

January 2021 reflects not
just the impact of Covid-19
but also supply chain
concerns relating to Brexit.

100.0

50.0 -

0.0

IHS Markit / CIPS UK Purchasing Managers Index

Dec Jan Feb  March April May  June July Aug Sept Oct Nov Dec Jan
2019 2020 2020 2020 2020 2020 2020 2020 2020 2020 2020 2020 2020 2021

T 4 T 4
The PMI recovered March - April June - August October onwards saw
from pre-Brexit saw an saw gradual a gradual fall in the
uncertainty in unprecedented monthly PMI, and Jan 2021
January and downturn growth saw the index fall

below 50

February

Source: IHS Markit / CIPS - survey of 400 UK purchasing managers in manufacturing and service industries January 2021




B Services have been particularly badly affected

IHS Markit / CIPS UK Purchasing Managers Index
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Services have been
particularly badly affected by

lockdowns. / \

Service providers experienced a steep downturn in business
activity due to the third national lockdown in January, although the
speed of decline remains much slower than last Spring.

Tim Moore, Economics Director at IHS Markit

— y

Source: IHS Markit / CIPS - survey of 400 UK purchasing managers in manufacturing and service industries January 2021




p Specific service sectors have been particularly badly affected

How has business turnover changed due to COVID-19
compared to what is normally expected at this time of year?

® Decreased OStayed the same OlIncreased

The ONS reports that
almost half of > All sectors 48% [6%]
organisations have seen a
decline in revenue due to

COVID-19 Water supply, sewerage, efc. 67% [8% ]
Onl)_/ 6% have seen Information & communication 1% 4
business increase
compared to normal Human health & social work 64% 3%
expectations Professional, scientific & technical 61% 4%
Real estate |1HNEGEE 56% [8% |
Construction 55% 2%
Manufacturing 52% 5%
Transport & storage 46% [8% |
Administrative & support services 43% [7%]
: : Wholesale & retail 39% [9% ]
The retail, education,
arts & entertainment Education 37% 2%
&gl osgiiality Seeinge Arts, entertainment & recreation 8% 3%
are particularly badly
affected Accommodation and food services 79% [ 14% [7%!

Source: ONS Business Impact of Coronavirus Survey (BICS) wave 23 February 2021 (Business insights and
impact on the UK economy - Office for National Statistics (ons.gov.uk))



https://www.ons.gov.uk/economy/economicoutputandproductivity/output/datasets/businessinsightsandimpactontheukeconomy

WHAT DOES THE
FUTURE HOLD?




GDP forecasts for 2021 — the UK economy is expected to grow
In 2021, albeit below the European average

Forecast GDP growth in 2021

EU I 4.1%

With so many unknowns regarding the

Coronavirus (COVID-19) pandemic it France I, 5.8%
|s.d|f'f|cult to say when the economy =y
will recover, and how strong that
recovery will be. Spain I 5 4%
The European Commission forecasts Portugal - I 5.4
that the EU economy will grow by just Greece G 5 0%
over 4% in 2021, with all of Europe’s
major economies returning to growth. Austria NG 4.1%

_ _ Denmark I :.5%
The highest growth is forecast for
France, Italy, Spain and Portugal. Germany [N 3 5%

Growth in the UK is forecast at a more .
modest 3.3%, which is lower than the Sweden 3.3%

EU in general. Ireland I 2 .0%
Netherlands NN 2.2%

Sources: Statista (= Coronavirus: economic impact in Europe 2020 | Statista) / European Parliament February 2021
(EU_economic developments and projections (europa.eu))



https://www.statista.com/statistics/1102546/coronavirus-european-gdp-growth/
https://www.europarl.europa.eu/RegData/etudes/BRIE/2020/645716/IPOL_BRI(2020)645716_EN.pdf

UK CFOs expect the recovery to take time, with demand not
returning to pre-Covid levels until the end of 2021 or later

When CFOs expect Covid-19 restrictions to be lifted

2021 Q2 - 22%

Most CFOs anticipate Covid-19 restrictions to be 2021Q3 _ S7%
lifted in 2021 Q3 or later.

20214 [ 10%

Half of CFOs think it will take until the last
quarter of 2021 or later for their own revenues to 2022 Q1 or later F 1%
return to pre-pandemic levels.

When CFOs expect demand to return to pre-Covid-19 level

Already recovered | 26%

/Major corporates are expecting a long haul back to\ 2021 Q2 :| 159%
pre-COVID levels of revenue. Almost half of them i
believe their own revenues will not recover for at 2021Q3 [T] 1%

least a year. COVID-19 overshadows all other

sources of risk for UK CFOs, and by a wide margin
2021Q4 [ ] 8%

lan Stewart, Chief Economist, Deloitte / i
v 2022 Q1 or later | 42%

Source: Deloitte Quarterly Survey of CFOs in large firms, 2020 Q4 data collected December 2020
(https://www?2.deloitte.com/uk/en/pages/finance/articles/deloitte-cfo-survey.html)



https://www2.deloitte.com/uk/en/pages/finance/articles/deloitte-cfo-survey.html

P The way we work is likely to change

The Office for National Statistics
reports that the percentage oe
working age people travelling to
work (some or all of the time) has
been steadily falling since October,
particularly in the third lockdown.

At the same time, the percentage
working from home has steadily
increased, with half having worked
from home some time in the last
week.

Percentage of working age people travelling to work & working from home
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Source: Office for National Statistics (Coronavirus and the social impacts on Great Britain - Office for
National Statistics (ons.gov.uk))

Post-pandemic, 40% of employers
expect over half of their staff to be
working regularly from home i.e. at
least once a week.

At the peak of lockdown, around
20m people were working from
home in the UK (pre-Covid 19 there
were around 1.7m home workers).

Senior HR and business leaders
expect more ‘hybrid’ working - a
mixture of home and office working,
with teamwork taking place in
‘activity-led’ workspaces (i.e. the
office, as was).

Home working before and after pandemic

15%
40% 51% or more of staff working
20% ° regularly from home
11-50% of staff working regularly
239 from home |
® 10% or less of staff working
regularly from home
None of staff regularly working from
28% 19% home

Pre-pandemic Post-pandemic

Source: Chartered Institute of Personnel Development / CIPD
(https://www.cipd.co.uk/Images/embedding-new-ways-working-post-pandemic_tcm18-83907.pdf)



https://www.ons.gov.uk/peoplepopulationandcommunity/healthandsocialcare/healthandwellbeing/datasets/coronavirusandthesocialimpactsongreatbritaindata
https://www.cipd.co.uk/Images/embedding-new-ways-working-post-pandemic_tcm18-83907.pdf

Purple Market Research: experts at helping you make
more of existing information sources

Conducted 100+ market, sector & competitor profiles
for over 50 clients

Approved desk research provider for:
— Crown Commercial Service

B — Financial Conduct Authority

Best practice desk research training, in conjunction

purple with the MRS, provided since 2010
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We also offer primary research through our sister
company, Prevision Research

For more information see www.purplemr.co.uk

Contact us on info@purplemr.co.uk
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