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Hello and welcome to our first Bulletin of 2021. I have one theme for this edition 
– uncertainty; the immediate impact of the pandemic continues to be severe 
but uncertainty dominates in a way that has not been seen for many years. 
This comes in many guises: the variability of forecasts about how the economy 
will perform in the coming months, the impact of the vaccine programme, the 
longer term implications/opportunities from our departure from the EU, or 
how Government policy will look to deliver recovery in local areas including its 
appetite for further devolution.

At a macro level this risks a sort of ‘holding pattern’, or inertia - a series of short 
term measures to continue business as near-to-usual, as much as possible, 
but which makes the task of addressing the long term structural challenges 
and opportunities our area faces increasingly urgent. The need to support 
businesses and people in the short term remains essential, but I am convinced 
that unless progress is made against the longer term underlying structural 
challenges, this part of the country will yet again be one of the hardest hit when 
the next crisis comes.

As with previous editions, we present a digest of some of the key national 
and local analyses and intelligence. There is a higher degree of variability in 
these than is usual. In simple terms, the tighter the restrictions placed upon 
businesses and economic activity by Government to stem the spread of the 
virus, and the longer they remain in place, the greater the impact will be on 
economic output and jobs, and the deeper the economic ‘scarring’ is likely 
to be.

Early pandemic forecasts suggested a return to growth in 2020, a date which 
has consistently shifted under continued restrictions on economic activity. 
Unprecedented Government employment support schemes, along with other 
financial support to businesses, has meant that unemployment has grown by 

less than expected. Unemployment now looks like it could peak in 2021, 
but at a higher level than previously hoped, irrespective of the extension 
of Government schemes, and output will not return to pre-pandemic 
levels for some while. Slightly more positively, the most recent Bank 
of England Report considers a reasonably fast recovery through 2021 
as a real possibility as vaccine rollout accelerates.

In contrast to previous recessions, forecasters have continued to stress 
the high levels of personal debt that has been paid down in the last 
12 months, albeit not evenly spread across income groups, and the 
amount of spending power that has been preserved by both individuals 
and businesses. This does continue to give some suggestion that a 
recovery, when it does come, could be relatively strong and the Q3 
numbers and recent reports of stronger investment in manufacturing 
perhaps support this.

The vaccination programme is progressing at pace which presages 
the hopeful return to some normality later in the year. At the same time, 
infection rates have soared, alongside the identification of new more 
transmissible variants of the virus and it remains unclear how soon 
lockdown and any subsequent economic restrictions will be eased. 

David Ralph  
HotSW LEP Chief Executive

Executive Summary

Unprecedented Government employment 
support schemes, along with other 
financial support to businesses, have 
meant that unemployment has grown 
by less than expected.
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Government support to businesses and individuals was thankfully stepped up 
in the New Year, but continued restrictions will almost certainly mean further 
delayed economic recovery and an increased risk of further job losses this year.

Contrary to the mood music that could have been expected 12 months or so 
ago, the UK has made a relatively quiet start to life outside the European Union. 
Notwithstanding the pandemic, the trade agreement has undoubtedly helped, 
though outside the headlines around Northern Ireland and, more recently, 
supplies of Covid vaccines and undoubtedly a poor fishing settlement, there 
are many issues which continue to hamper businesses or create uncertainty 
and extra costs. Examples include multiple reports of significantly higher 
amounts of red tape and associated costs, important detail such as uncertainty 
over the treatment of data while a final decision on the UK’s “adequacy” status 
is made (there is a short term provision for free data flow for the next few 
months) and more broadly, the arrangement for trade for the service sector. 
However, with Covid dominating thinking, these other important issues risk 
falling under the radar when in normal times, reducing rules and regulations 
that add significant costs to businesses would be a key priority. Even with 
a deal in place, the increased friction in trade is widely expected to reduce 
productivity and the size of the UK’s economy in the long term.

In terms of policy, the Autumn 2020 proposed Comprehensive Spending 
Review was downgraded to essentially a rollover 12 month spending plan and 
it remains to be seen how much the March budget will bring in real longer term 
certainty. Previous intentions to publish a white paper on local growth also 
remain to be fulfilled, although we welcomed the publication of both the 
Energy and Skills White Papers.

The LEP will continue to work hard with local partners both to alleviate 
the immediate economic impact of the pandemic and to make the case 
for significant investment in our area to recover and Build Back Better. 
As we committed to in our Route Map to Recovery, we intend to publish 
a high level Recovery Plan in the spring. More details will be available 
on our website in coming weeks.

Thank you to all those in our partner organisations who have helped us 
bring this bulletin together who represent over 25,000 businesses across 
our patch. All the Board and partners at the HotSW LEP recognise the 
many challenges our businesses and communities are having to endure. 
I hope that you and your friends and families stay well.

Government support to businesses and 
individuals was thankfully stepped up in 
the New Year, but continued restrictions 
will almost certainly mean further delayed 
economic recovery and an increased risk 
of further job losses this year.
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Summaries and Extracts from Key Reports
NB We have used the most recent data available at the time of the production 
of this Bulletin and thus, some reports refer to different ‘quarters’.

Bank of England Monetary Policy Report February 2021
https://www.bankofengland.co.uk/-/media/boe/files/monetary-policy-report/2021/
february/monetary-policy-report-february-2021.pdf

The Bank of England’s ‘monetary policy report’ published on the 4th of 
February 2021 highlighted a continued challenging situation for the UK 
economy, with the Bank stressing that the wider economic outlook for the UK 
remains highly uncertain. Consequently, the Bank’s base rate was maintained 
at 0.1%, with quantitative easing remaining in place to reduce borrowing costs 
to support households and businesses.

Total UK GDP is expected to contract by 4% in Q1 of 2021 but recover 
rapidly over the course of the year as rollout of the vaccination programme 
continues and COVID-related public health restrictions are eased. Despite this, 
the Bank still envisages an increase in the unemployment rate, particularly 
as Government support such as the furlough scheme are phased out. 
Consequently, the unemployment rate is expected to reach 7.75% in the middle 
of 2021, although this projection is contingent on the evolution of the pandemic 
and associated government policy and public health restrictions.

Consumer spending is anticipated to have fallen slightly in Q4 of 2020, with 
public health restrictions hitting social spending ahead of the normally busy 
Christmas period. This lack of consumption is reflected by an increased 
savings rate, with total household incomes 1.2% higher in Q3 2020 than a year 
earlier, whilst household consumption was 10% lower. Business investment 
remained weak in Q3 2020 - 19% below its 2019 Q4 level - with respondents to 
one of the Bank’s surveys anticipating investment to be 23% lower in 2021 Q1 

than it would have been in the absence of COVID-19. Finally, new trading 
regulations between the UK and the European Union coming into effect 
on the 1st of January 2021 are likely to introduce trade frictions resulting 
in a lower volume of goods and services being imported and exported.

Bank of England Agents Summary of Business 
Conditions – 2020 Q4
https://www.bankofengland.co.uk/agents-summary/2020/2020-q4

 The Bank of England’s (BoE) ‘agents summary of business conditions’ 
summarising intelligence gathered by the Bank’s agents between 
mid-November and early December demonstrated increases in activity 
compared to the lows seen in Q2, although many agents’ scores 
remained low, highlighting continued uncertainty. 

• Consumer Demand: Retail sales declined in November, but the fall 
was less severe than the first lockdown due to the resilience of 
online sales. Sales of clothing and footwear remained remarkably 
weaker than a year ago.

• Consumer services turnover remained significantly lower than 
a year ago, mostly due to the influence of social distancing 
measures which impacted on the hospitality, leisure, travel and 
tourism sectors.

• Manufacturing: Output levels continued to be significantly weaker 
than a year ago, particularly in aviation and automotive output, 
which had a knock-on effect for demand for steel.

The National Picture
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• Although preparations had continued for the introduction of new 
trading arrangements with the EU, a portion of businesses – in 
manufacturing and other sectors – were not yet ready. In addition, the 
report highlighted that SME’s may be less well prepared than larger 
companies.

• Construction: Activity picked up in most areas except for commercial 
development, with output mostly supported by infrastructure projects. 
Contacts reported that public sector repair and maintenance work 
was holding up, and demand for household repair and maintenance 
work was strong. This had resulted in shortages of some materials, 
constraining output.

• Corporate finance:  Credit demand among small and medium-sized 
companies was reported to have increased in some cases as COVID-
related restrictions came into effect. Contacts thought credit demand 
could rise further in the coming quarters as deferred payments, such 
as rent and tax, fall in the first six months of 2021.

• Investment: Investment intentions remained very weak amid concerns 
about the strength of the recovery, uncertainty about the outlook, 
and cash positions. As a result, investment tended to be limited 
to essential equipment or maintenance, rather than discretionary 
or strategic projects.

• Employment & Pay: The outlook remains negative, and further job cuts 
are expected in retail, hospitality and leisure, and construction once the 
Government’s Job Retention Scheme unwinds. Nonetheless, there were 
a few reports of companies increasing staff numbers in certain sectors, 
such as pharmaceuticals, IT and professional services.

Labour Market Overview, UK: ONS January 2021 
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/
employmentandemployeetypes/bulletins/uklabourmarket/latest#related-
links

Data source reporting periods and count dates for the Labour Market 
Overview vary slightly depending on the metrics reported. Labour Force 
Survey (LFS) data were gathered from the 31st of August to the 6th of 
December, whilst vacancies data were captured from the 2nd of October 
to the 4th of December. 

• The estimated employment rate between September to November 
2020 dropped slightly on the previous quarter to 75.2%, with the 
unemployment rate continuing to tick incrementally upwards, 
reaching 5%, 1.2 percentage points higher than a year earlier. 

• The unemployment rate, despite increasing incrementally, has 
remained relatively low to date, due to the positive impact of 
Government support schemes, particularly the extension of the 
Coronavirus Job Retention Scheme. In addition, around 4.1 million 
people were recorded as being ‘temporarily away from work’ 
in November 2020, with these individuals still being counted 
as officially employed despite not actively working. 

• Redundancies increased by a record 280,000 on the year and 
168,000 on the quarter, reaching a record high of 395,000 overall. 
These figures are reinforced by ‘pay as you earn real time 
information’ for December 2020 which indicated a 2.7 percentage 
point decrease in the number of payees on payroll compared 
to the same period last year, a decline of 793,000 people.  
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• Claimant count experimental statistics, which cover claims for 
Job Seekers Allowance (JSA) as well as claimants falling under 
the ‘searching for work’ conditionality of Universal Credit (UC), have 
risen substantially since March, with a 113.2% cumulative increase in 
claims resulting in an estimated 2.6 million claimants nationally as of 
December 2020. However, claimant count data must be interpreted with 
caution as 1) UC is a relatively new system that is still being rolled out 
and there are more people eligible for this than was the case previously 
under JSA exclusively, and 2) There was an easement of usual ‘search 
for work’ conditionalities in response to the COVID-19 crisis.

Vacancies and jobs in the UK: January 2021
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/
employmentandemployeetypes/bulletins/jobsandvacanciesintheuk/
latest#vacancies-for-october-to-december-2020

Whilst Coronavirus pandemic has impacted economic activity across the 
board, not all industries have been affected to the same extent. Vacancies and 
jobs data from October to December 2020 serve to highlight some of these 
disparities:

• For October to December 2020, there were an estimated 578,000 
vacancies, a quarterly increase of 81,000 vacancies. Despite this 
positive uptick, vacancy posting recovery has slowed in recent months. 

• The real estate industry saw the largest increase in vacancies across 
all industries between October to December 2020 when indexed to 
2019 levels, primarily due to stamp duty relief and built up demand. 
Professional, Scientific and Technical Activities saw a large increase 
in vacancies in the last quarter, driven by an increase in consultancy 

and accountants in the build up to the end of the financial year. 
Industries with an estimated annual increase in vacancies are 
Public Administration and Defence; Compulsory Social Security 
and Construction. Construction was one of the sectors to see a 
large quarterly fall in vacancies at the start of the pandemic in 
April to June 2020, with a consistent recovery since the summer.

• For Accommodation and Food Services and Wholesale and 
Retail, the recovery in these sectors in the latest quarter has been 
limited, after showing signs of some recovery over the summer, as 
COVID-19 restrictions were eased. Estimated vacancies for these 
two industries were 68.9% and 45.7% lower respectively than 
they were a year ago.

• Regarding estimated total jobs figures, September 2020 data 
is the most recent data available due to survey reporting lags. 
The estimated number of jobs in Wholesale and Retail fell 
by 110,000 from June to September 2020; with the Arts, 
Entertainment and Recreation industry also seeing 9.7% fewer 
jobs in September 2020 compared to March 2020.

• Manufacturing had seen a fall of 3.8% in total jobs figures in 
September 2020 compared to March, with Accommodation and 
Food seeing a similar fall of 5% over the same period.

• Crucially, some industries, such as Retail and Human Health, 
saw an increase in jobs from March to June 2020, before 
being impacted again in September by renewed public 
health restrictions. 
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Office for Budget Responsibility, Economic and Fiscal 
Outlook, November 2020
https://obr.uk/efo/economic-and-fiscal-outlook-november-2020/

The Office for Budget Responsibility’s (OBR) November 2020 forecasts, 
published in conjunction with the Government’s autumn spending review, 
provide some of the most up to date information we have on the anticipated 
future impact of the coronavirus pandemic on the UK economy; these will 
be updated again in March as part of the Budget. In November the OBR 
forecasted that UK GDP will have fallen by 11% in 2020, the largest fall since 
1709, and that unemployment will peak at 7.5% (2.6m people) in Q2, 2021, 
before falling incrementally to 4.4% by the end of 2024.

The figures above are from the OBR’s ‘central’ forecast, premised on restrictive 
public health measures remaining in place until the spring of 2021. In addition 
to this, the OBR published a ‘downside’ scenario, premised on lockdown being 
extended and vaccines proving ineffective in controlling the virus, leading 
to a situation whereby pre-virus level output is not reached until the end of 
2024, and unemployment peaking at 11% in 2021. In the upside scenario, GDP 
is forecast to shrink by a slightly smaller rate of 10.6%, with unemployment 
peaking at 5.1%. Importantly, all three scenarios pre-supposed a free-trade 
agreement between the UK-EU in 2021. 

ONS, GDP quarterly national accounts, UK: July to September 
2020 & GDP monthly estimate, UK monthly estimate: October
https://www.ons.gov.uk/economy/grossdomesticproductgdp/bulletins/
quarterlynationalaccounts/julytoseptember2020 

https://www.ons.gov.uk/economy/grossdomesticproductgdp/bulletins/
gdpmonthlyestimateuk/november2020

• UK GDP grew by 16% in Q3 (July-September), though total output 
remained 8.6% below where it was at the end of 2019. Compared 
with the same quarter a year ago, UK GDP has fallen by 8.6%.

• Services output grew by 14.7% in Q3, following a record fall of 
19.2% in Q2. This increase was largely driven by a 31% growth in 
wholesale and retail trade and repair of motor vehicles, reflected 
in the re-opening of car showrooms, record proportion of online 
sales and strong growth in non-food stores.

• Manufacturing output increased by 19.5% in Q3, following a 
21.1% decline in Q2. This reflects an increase in 12 out of the 13 
manufacturing sub-sectors, most notably the manufacture of 
transport equipment, though output had still not recovered to the 
level seen before the pandemic. 

• Construction output increased by 41.2% in Q3, following a 35.7% 
decline in Q2. This expansion reflects increases in both new 
work and repair and maintenance following the reopening of 
construction sites after the easing of lockdown restrictions in the 
spring of 2020.

• Monthly estimates of GDP reveal growth slowed in August, 
September and October, with figures of 2.1%, 1.1% and 0.4% 
reported respectively. Most recent figures for November showed 
a contraction of 2.6% following six consecutive months of 
growth, highlighting the strong potentiality of a ‘double-dip’ 
recession. Whilst services output fell by 3.4% in November, with 
accommodation & food heavily impacted due to public health 
restrictions, manufacturing and construction industries enjoyed 
modest amounts of growth due to their ability to remain open. 
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SWMAS, National Manufacturing Barometer Q2 2020-21
https://www.swmas.co.uk/knowledge/national-2020-q2

This survey, covering Q2 2020 (July, August, September) collected responses 
from SME manufacturing businesses between 19th and 30th October 2020. 
The quarter’s report demonstrates that whilst many businesses are still facing 
challenges pertaining to the COVID pandemic, others have seen a small 
increase in positivity.

• Sales turnover had decreased for 60% of respondents over the past six 
months. 40% of respondents expected sales turnover to increase over 
the next six months, whilst 35% anticipated a decrease in sales.

• Profits had decreased for 58% of respondents over the past six months 
- 38% of respondents anticipated this decrease in profits to continue 
over the next six months - compared to 35% who anticipated an 
increase in profits.

• 43% of respondents stated staff numbers had declined over the past 
six months, whilst 21% reporting increases. Only 18% of respondents 
expected staff numbers to decrease further over the next six months, 
compared to 32% anticipating an increase.

• 26% of respondents anticipated the timeframe of recovery relative 
to their pre-COVID position to be 1-5 years, but 22% anticipated 
a quicker recovery within 7-12 months, and only 1% envisaging no 
return to pre-COVID levels of activity.

• 47% of respondents stated they were unable to predict how the end 
of the UK’s transition period from the EU would affect their recovery, 
highlighting significant uncertainty. A further 32% thought that the end 
of the transition period would hinder their recovery. 

ICAEW, UK Business Confidence Monitor, National Q4
https://www.icaew.com/technical/economy/economic-insight/business-
confidence-monitor-national

ICAEW’s report, utilising data gathered from the 20th July to 19th 
October found overall business confidence to be substantially negative, 
with confidence levels similar to a year ago where Brexit represented a 
major concern. The report notes that exports and domestic sales are well 
below 2019 levels, with the transport, construction, manufacturing and 
retail sectors the worst affected. This reported hit to sales has impacted 
profits, which are 4% below their level in Q4 2019.  

Customer demand was cited as a growing challenge for 52% of 
business respondents compared to 37% a year ago. Late payments from 
customers was cited as a challenge by 34% of respondents, representing 
 a clear indication of financial pressure on customers. Companies reported 
a slight decrease in employment numbers. Expectations of employee 
growth were modest, with businesses anticipating 0.2% growth in 
employee numbers over the next 12 months.
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British Chambers of Commerce, Quarterly Economic Survey 
Q4 2020
https://www.britishchambers.org.uk/news/2021/01/bcc-quarterly-economic-
survey-q4-2020-business-conditions-remain-weak-and-show-no-signs-of-
improvement-for-vast-majority-of-firms

Utilising data gathered between 2nd and 26th November, the British Chambers 
of Commerce’s Quarterly Economic Survey (QES) demonstrated that national 
economic activity had been sharply curtailed during the second national 
lockdown in 2020. Though vaccine rollout throughout 2021 provides reason for 
optimism, the likelihood of a ‘double-dip recession’ in Q1 2021 due to further 
lockdown restrictions is considered high.

Key findings from the services sector included:

• The percentage of firms reporting increased sales stood at -24% 
compared to -25% in Q3.

• The percentage of firms reporting increased export sales stood at -22%, 
up from -31% in Q3.

• The percentage of firms reporting increased investment in training 
stood at -17% for Q4, unchanged on the previous quarter.

• The percentage of firms reporting improved cash flow stood at -28%, 
up from -30% in Q3.

• Confidence that turnover will increase in the next 12 months had 
decreased to -3% in Q4 compared to +1% in Q3, highlighting 
continued uncertainty.

Key finding from the manufacturing sector included:

• The percentage of firms reporting increased domestic sales stood 
at -9% compared to -15% in Q3, a slight increase.

• The percentage of firms reporting increased export sales stood at 
-8% compared to -26% in Q3.

• The percentage of firms reporting increased investment in training 
stood at -10% of, up from -19% in Q3.

• The percentage of firms reporting improved cash flow stood at 
-15% compared to -18% in Q3.

• Confidence that turnover will increase in the next 12 months stood 
at +12%, an improvement from +7% in Q3, and notably better than 
service sector confidence. 
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British Chambers of Commerce, Quarterly Recruitment 
Outlook, Q4 2020
https://www.britishchambers.org.uk/news/2021/01/bcctotaljobs-increase-in-
businesses-attempting-to-recruit-in-q4-despite-november-lockdown-while-some-
sectors-left-behind

The BCC’s report on Q4 recruitment conditions, carried out between the 2nd 
and 26th November 2020 (5900 respondents) stated that:

• The number of firms attempting to recruit in Q4 rose slightly to 41% 
from 37% in Q3, despite the introduction of a four-week second national 
lockdown from 5th November.

• Over half (56%) of firms in the construction sector attempted to recruit 
in the quarter, up from 48% in Q3.

• 53% of firms in the transport and distribution sector attempted to 
recruit, up from 44% in Q3.

• Two thirds (67%) of businesses in the public and voluntary sector 
attempted to recruit in the quarter, up from 57% in Q3.

• Despite improvement in these industries’ recruiting activity, 
overall levels remain down compared to before the pandemic; in 
Q4 2019, 67% of construction, 62% of transport and distribution, 
and 75% of public and voluntary sectors attempted to recruit.

• In addition, recruitment impacts have not been distributed 
evenly across industries. Firms in the hotel and catering sector 
were once again amongst the least likely to recruit – only 22% 
attempted to, down from 30% in Q3 – reflecting the impact 
of forced closures under the national lockdown and tiered 
restrictions on their revenue and cash flow.

• Such difficult market conditions are reflected in the evidence 
that the market continues to be employer-led, with applications 
outstripping vacancies. In the first weeks of January, Totaljobs 
saw over 2.6 million applications compared to 102,000 vacancies 
on site.

In the first weeks of January, Totaljobs 
saw over 2.6 million applications compared 
to 102,000 vacancies on site.
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FSB, South West Quarterly Small Business Index, Q4 2020,
The South West Small Business Index (SWSBI) published in January 2021 
shows how small firms in the region continue to be adversely affected 
by COVID-19, particularly in relation to general business confidence and 
employment intentions.

• Business Confidence: Confidence has again fallen in Q4 for small 
business owners in the South West, hitting a low of -40% in Q4. 
This is reflected by the continued uncertainty of COVID-19 in addition 
to the new UK-EU trading relationship. Confidence in the South West 
remains higher than the UK average of -47%.

• Business Conditions: in Q4, over half (54%) of small businesses 
in the South West reported a decrease in revenue over the preceding 
3 months. The overall net balance for profit was -29%, although this 
is above the average across English regions (-38%). In addition, 56% 
of South West businesses expect to see a decrease in profit over the 
next 3 months. 

• Employment: over the preceding three months, 23% had decreased 
staff numbers and 10% had increased them. Looking to the following 
quarter, 13% of businesses said they intended to increase headcount 
and 14% said the opposite.

• Growth & Investment: in Q4, 37% of small businesses in the South West 
said their growth aspirations in the next 12 months were to grow either 
rapidly or moderately (defined as an increase in sales/turnover of 20%+). 
In regard to investment, 23% of South West Businesses anticipated to 
reduce investment.

SWMAS, South West Manufacturing Barometer, Q2
https://www.swmas.co.uk/sites/default/files/Q2%202020%20South%20
West%20Manufacturing%20Barometer%20Report.pdf

This survey, covering Q2 2020 (July, August, September) collected 
responses from SME manufacturing businesses based in the South West 
between 19th and 30th October 2020. The quarter’s report demonstrates 
that whilst many businesses are still facing challenges pertaining to the 
COVID pandemic, others have seen a small increase in positivity.

• Turnover & Profits: 52% of businesses reported a decrease 
in sales turnover over the preceding six months, but 46% of 
businesses expect their sales turnover to improve in the coming 
six months. Correspondingly, 47% of businesses reporting a 
decrease in profits over the preceding six months, whilst 39% 
expected to see profits increase in the coming six months.

• Capital Investment: Perhaps surprisingly, 34% of businesses 
reported an increase in capital investment over the past six 
months, compared to 24% of businesses who had reduced 
capital investment. A significant 42% of businesses anticipated 
an increase in capital investment over the next six months.

• Employment: 39% of businesses reported a decrease in staff 
numbers over the past six months, contrasted to 35% of 
respondents who anticipate staff numbers to increase in the 
coming six months.

The Local Picture
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COVID & Britain’s exit from the European Union: 25% of businesses reported 
an estimated timeframe of 1-5 years to reach pre-COVID levels of operation, 
whilst 23% reported consistent levels of trade (and therefore not requiring 
recovery) throughout the crisis. Regarding Britain’s (at the time) anticipated exit 
from the EU, 30% of businesses felt it would hinder recovery, whilst 51% said 
they were unable to predict any impacts, reflecting clear uncertainty.

NatWest, South West Purchasing Managers’ Index (PMI), 
December 2020
https://media.natwestbusinesshub.com/ZmoRJ2riT6GHBP7gNvJZ 

The NatWest PMI reports various aspects of business sentiment from 
surveys carried out in the second half of each month from both service and 
manufacturing businesses.

Regional PMI data for the South West published on the 15th December 
indicated a fall of 2.9 percentage points in business activity in November, as 
well as a 2.7 percentage points decline in the amount of new business being 
generated. Despite this, the South West reported the third highest increase in 
optimism that activity will grow in the coming 12 months. However, the South 
West did record a high number of employees who were no longer on payroll, 
with the region seeing an eight percentage point drop on the previous month. 
Whilst the South West saw input prices rise in November, total output 
prices increased slightly, highlighting significant pressures being placed 
on business profitability. 

Regional Chambers of Commerce Perspectives
The Somerset Chamber has engaged with more than 3,000 individuals 
from businesses across all sectors in Somerset who have been impacted 
by the adverse economic conditions of the pandemic. The Chamber’s 
Hinkley Supply Chain team has also been working virtually with local 
and regional businesses keen to work on the Hinkley Point C project 
and, to date, has promoted 1,145 local and regional firms for work at 
site this year. The chamber has further noted that there will continue to 
be enormous disruption for Somerset’s business community moving 
through 2021, with the challenges of the pandemic in addition to the UK’s 
new trading relationship with the EU requiring continued and substantial 
Government support. 

Devon & Plymouth Chambers of commerce have highlighted the need 
for continued support to businesses who require further clarity in order 
to trade effectively with Europe. As a result, the chamber has launched 
a new service designed to assist companies in importing and exporting 
goods with greater ease. The chamber has also commented on the fact 
that findings from the Q4 quarterly economic survey results conducted 
by the British Chambers of commerce largely reflect local conditions, 
with reductions in overall sales and cash flow a common issue for 
businesses in the region. Regarding COVID-19 financial support, there 
exists a significant need for support for those firms outside of the front 
line of retail, accommodation and leisure, to include supply chains and 
wider business communities impacted by lockdown restrictions.
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ICAEW, Regional Business Confidence Monitor, Q4 2020, 
South West
https://www.icaew.com/technical/economy/economic-insight/business-
confidence-monitor-regional/south-west

Businesses continue to face significant challenges amid the coronavirus 
pandemic. The ongoing uncertainty stemming from this is weighing on 
company sentiment. At -22.2, business confidence in the South West in 
Q4 2020 is firmly in negative territory. 

Businesses in the South West reported declining sales in Q4 2020. 
Indeed, exports were down by -1.6% year-on-year in Q4 2020, a steeper 
contraction than seen nationally. That said, the reported fall in domestic 
sales of -0.9% was less severe than the UK average of -2.2%, possibly 
due to the region’s relatively large hospitality sector benefitting from 
increased domestic tourism in the summer months of 2020, whilst 
lockdown measures were eased. In the year to Q4 2020, employee 
numbers were down by 0.9%, a sharper fall than nationally (-0.5%). 
Reflecting these conditions, 49% of companies cited ‘customer demand’ 
as a business challenge, the most significant concern in the region. Late 
payments were also cited by a significant number of businesses (41%), 
around 7% higher than the UK average.

Respondent businesses anticipated a rebound in domestic sales in 
the year ahead, although growth projections for exports were more 
modest. Regarding investment, businesses planned to increase all forms 
of spending over the next 12 months, although the re-introduction of 
lockdown restrictions in November were anticipated to pose greater risk 
to recovery. 

At -22.2, business confidence in the South West 
in Q4 2020 is firmly in negative territory.
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With thanks
again to the wider business 
community in the HotSW area, 
for providing feedback.
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