
Monthly Economic Brief

Office of the Chief Economic Adviser

March 2021



 

1 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Monthly Economic Brief 
 

Office of the Chief Economic Adviser 
 

Gary Gillespie 

Chief Economist 

19 March 2021 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

March 2021 



 

2 

 

Overview 

This month marks a year since the first lockdown was introduced as a public health response to the 

COVID-19 pandemic.  The economic situation has evolved significantly over the course of the year, 

influenced predominantly by the different and varying restrictions on activity that have been required 

to contain the virus at different points in the year. This edition of the Monthly Economic Brief 

provides an update on the latest economic data for Scotland during a period in which Scotland and 

the UK have been in lockdown restrictions. 

Our latest GDP data show that the Scottish and UK economy fell by a record amount of almost 10 

percent in 2020, as businesses were required to close, the vast majority of which was concentrated 

in the first half of the year during the first national lockdown.  Progress has been made with the 

economy partly recovering back to pre-pandemic levels, however, the pace of recovery slowed 

through the fourth quarter and the latest data for December show a second month of falling output 

reflecting the tightening of restrictions over this period.  Furthermore latest UK data points to a 

further sharp fall in output in January as lockdown restrictions were introduced and is in keeping with 

latest forecasts which expect GDP to fall over the first quarter of the year. 

However the fall in output from the second lockdown restrictions is significantly less than we saw 

last year during the national lockdown and reflects both that the restrictions are less widespread 

across sectors, but also indicates that businesses have adapted to operating with restrictions in 

place.  It also reflects the fact that some businesses have remained closed and therefore their 

output cannot fall further and there have been notable differences opening up between sectors and 

their pace of recovery back to pre-pandemic levels.  As restrictions have tightened over recent 

months we have naturally seen a greater share of businesses temporarily close and a greater share 

of the workforce on furlough leave.  There are currently over 360,000 jobs on the furlough scheme 

which emphasises its importance during the current lockdown restrictions.   

Businesses in consumer facing sectors, such as hospitality, tourism, the arts and retail, have been 

most directly impacted by restrictions, and a greater proportion of businesses in these sectors 

remain closed than most other sectors, with an increasing proportion of staff on the furlough 

scheme. These sectors remain significantly further below their pre-pandemic levels of output and 

ongoing closure presents heightened risks for businesses and jobs in these sectors. 

The Scottish Government’s timetable for lifting restrictions published earlier this week will help 

businesses start to plan for larger parts of the economy to reopen over the coming months. This, 

alongside ongoing support such as the extension of the Job Retention Scheme to the end of 

September, will play a key role in supporting businesses through this next phase of the recovery in 

which high levels of uncertainty will naturally continue to be a persistent theme. 

However, it is encouraging that business optimism for the year ahead has strengthened on the back 

of the vaccine roll out and expectations that restrictions will start to ease over the coming year.  

There is potential for consumer spending and business investment to bounce back relatively 

strongly over the course of the year, supported by an unwinding of the increase in savings we have 

seen in parts of the economy over the past year. 

However, significant downside risks remain as the pandemic continues to evolve both domestically 

and internationally.  Alongside this we should start to see over the coming year a fuller picture of the 

impacts of the end of the EU Exit transition phase, particularly in light of the disruption to trade that 

we have seen at the start of the year. 
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Output1 

Although Scotland’s GDP grew over the final quarter of 2020, monthly data show output fell over 

November and December as restrictions on activity tightened across the UK to suppress the second 

wave of coronavirus. 

 Latest quarterly GDP statistics show Scotland’s GDP fell by 9.6% in 2020, compared to 2019 

(UK: - 9.9%), their largest annual falls on record.  In the final quarter of 2020, Scotland’s GDP 

grew by 2% over the quarter (UK: 1%), however latest monthly GDP data suggests that this 

growth was confined to October with GDP estimated to have fallen 1.5% in November and 0.3% 

in December reflecting the tightening of restrictions on activity over this period. 

 The contraction in December was driven by a 

further fall in Production sector output, which 

fell 1.8% over the month on the back of an 

0.8% fall in November and a fall in 

Construction sector output (-2.4%); its first 

fall in output since April 2020. Following a 

1.9% fall in output in November, Services 

sector output grew 0.3% in December, 

however there continued to be significant 

falls in sub-sectors such as Retail (-15.4%), Accommodation and Food Services (-6.7%), and 

Arts, Culture and Recreation (-1.5%) which have been most directly impacted by the tightening 

of restrictions. 

 At its lowest point in April 2020, Scotland’s 

GDP fell to 23.4% below its pre-pandemic 

level in February 2020.  As at December 

2020, the six months of growth between May 

and October, followed by the fall in output 

over November and December has resulted 

in Scotland’s GDP recovering back to 7.2% 

below its pre-pandemic level (UK: -6.3%). 

 However there are notable differences 

across sectors in the scale of the initial fall in output in March and April 2020 during national 

lockdown and in the pace of recovery across sectors since then, which has largely reflected the 

nature of restrictions over the course of the year.  Manufacturing output fell 21.3% between 

                                                 
1 Scotland: https://www.gov.scot/collections/economy-statistics/; UK: https://www.ons.gov.uk/economy/grossdomesticproductgdp; Eurozone: Home - 
Eurostat (europa.eu); US: https://www.bea.gov/data/gdp/gross-domestic-product 

https://www.gov.scot/collections/economy-statistics/
https://www.ons.gov.uk/economy/grossdomesticproductgdp
https://ec.europa.eu/eurostat/web/main/home
https://ec.europa.eu/eurostat/web/main/home
https://www.bea.gov/data/gdp/gross-domestic-product
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February and April 2020, however in December Manufacturing output had recovered to 2.8% 

above its level in February, while 

Construction output fell 52.5% between 

February and April 2020 and in December 

had partly recovered back to 9.4% below its 

level in February. 

 Consumer facing parts of the services sector 

however have been more directly impacted 

by restrictions on activity over the course of 

the year. For example, Accommodation and 

Food Services output fell 82.5% between February and April 2020 during the national lockdown, 

however in December, output from the sector remained 60.5% below its level in February, 

reflecting the slower pace that restrictions were eased for these parts of the Services sector 

during the summer months and that they have been most directly impacted by the retightening of 

restrictions in the latter part of the year.  

Similarly Arts, Culture and Recreation output 

in December remained 42.3% below its 

February 2020 level, having fallen 53.2% 

between February and April 2020. 

 The overall pattern of Scottish GDP during 

the pandemic has broadly been in line with 

the UK as a whole.  However differences 

between months and across countries reflect 

differences in the structure of economies and the stringency and timing of restrictions, while 

differences in how components of GDP are calculated across countries also make international 

comparisons complex. 

 United States GDP fell 3.5% in 2020 (compared to 2019) having contracted 9% in Q2 2020 

followed by growth of 7.5% and 1.0% in the third and fourth quarters. Euro Area GDP fell 6.6% in 

2020 having contracted by 11.6% in Q2 2020 followed by growth of 12.5% in Q3 2020 and a 

further contraction of 0.7% in the fourth quarter. 

Business Activity 

Business activity has fallen sharply at the start of 2021 as lockdown restrictions were introduced in 

mainland Scotland and across the UK, requiring many businesses to temporarily close. 
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Proportion of business trading2  

 Following the national lockdown in 2020, the easing of restrictions during the second and third 

quarters of 2020 enabled many businesses to gradually reopen, and by the start of October, the 

proportion of business reporting as trading had risen to 97%, up from 79% in June.  

 However, this proportion fell over the fourth 

quarter of 2020 again as regional restrictions 

were introduced, and fell sharply in January 

2021 as lockdown restrictions were 

introduced across mainland Scotland. 

 Latest data for February and into the start of 

March show the proportion of businesses 

currently trading has remained broadly stable 

at around 82% during the current lockdown restrictions, down from around 90% in December. 

 There has been a fall in the proportion of 

businesses trading across most sectors since 

December, reflecting the broad impact that 

lockdown restrictions have had on the 

economy.  The sectors with the most 

significant falls and the lowest shares of 

businesses trading have been in the 

consumer facing sectors that have been 

required to close or most directly impacted by 

restrictions.  These include Accommodation and Food Services (33%), Arts, Entertainment and 

Recreation services (50%) and Wholesale, Retail and Repair of Vehicles (88%). 

Business output 

 The impacts of the current lockdown restrictions have also been reflected in the Purchasing 

Managers Index (PMI)3 business survey which reported a sharp fall in business activity in 

January followed by a further, though more moderate fall in February. 

 The recent fall in business activity has been significantly less sharp than during the national 

lockdown in 2020 likely reflecting the difference in lockdown restrictions and that businesses 

have adapted to working with restrictions. 

                                                 
2 BICS weighted Scotland estimates: data to wave 25. https://www.gov.scot/collections/business-and-innovation-
statistics/#businessimpactofcoronavirus(covid-19)survey(bics) 
3 IHS Markit, RBS Purchasing Managers Index, February 2021. 0bd937e1a2db4f85b864a5b31bb290aa (markiteconomics.com) 

https://www.gov.scot/collections/business-and-innovation-statistics/#businessimpactofcoronavirus(covid-19)survey(bics)
https://www.gov.scot/collections/business-and-innovation-statistics/#businessimpactofcoronavirus(covid-19)survey(bics)
https://www.markiteconomics.com/Public/Home/PressRelease/0bd937e1a2db4f85b864a5b31bb290aa
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 At a sector level, manufacturing activity has weakened since the start of the year, though 

remains notably stronger than Service sector 

activity, which has been more directly 

impacted by the restrictions and in which 

activity has fallen for five consecutive 

months. 

 Looking to the year ahead, business 

optimism has strengthened significantly in 

recent months reflecting positive 

developments on the vaccine roll out and improved expectations for an economic recovery. 

Trade 

 The pandemic and restrictions on activity has 

had significant impacts on international 

demand and supply chains in 2020, which 

coupled with the end of the EU Exit transition 

period has resulted in extremely challenging 

trade conditions. 

 In 2020, the value of Scotland’s annual 

international goods exports was £26.6 billion, 

down 21.3% compared to 2019, with falls 

across a range of commodity groups, including oil and gas exports (-40.8%), beverages (-19.8%) 

and food (-6.9%).4 

 In terms of export destination, Scotland’s goods exports to the EU fell 18.1% to £13.7 billion 

while exports to non-EU countries fell 24.4% to £12.9 billion. 

 More recent UK trade data for January and BICS survey data for February provide more timely 

insights on trading conditions at the start of the new year following the end of the EU Exit 

transition period.  The following box uses these sources to consider early indications of EU Exit 

impacts. 

Early Indications of EU Exit Impacts 

Since the 1st January 2021, new trade barriers have been in place between the UK and EU. 

These include both non-tariff barriers to trade and tariffs where exports do not meet rules of origin 

conditions.5 These changes occurred whilst the UK and countries across the EU were introducing 

                                                 
4 https://www.gov.uk/government/collections/uk-overseas-trade-statistics-and-regional-trade-statistics#current-releases 
5 Rules of Origin are used to determine whether an exported good is subject to preferential tariffs agreed, and usually requires sufficient domestic 
processing to benefit. For more info on this in the EU-UK Trade Co-operation Agreement: Rules of origin for goods moving between the UK and EU 

https://www.gov.uk/government/collections/uk-overseas-trade-statistics-and-regional-trade-statistics#current-releases
https://www.gov.uk/government/publications/rules-of-origin-for-goods-moving-between-the-uk-and-eu
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further public health restrictions, which makes it difficult to isolate their impact, particularly at a 

regional level where trade data is less timely. Some of the latest data are discussed below. 

Business Insights and Conditions Survey (BICS) 

Data from BICS6 for February/March suggest that 36% of exporting businesses in Scotland 

experienced lower exports than normal, while 6% were unable to export at all. 65% of those 

experiencing challenges attributed this to EU exit, while 4% attributed this to COVID-19, and 25% 

to a combination of both.  

When asked about how exports have been affected, the most significant challenge exporting 

businesses reported was additional paperwork at 53%. Following this, customs duties (42%) 

changing transportation costs (38%), and disruption at UK borders (23%) were all reported. 

 

Trade in goods has been particularly affected by EU-exit, with over 64% of businesses in 

wholesale and retail and manufacturing citing additional paperwork as a challenge. Services 

sectors were less likely to cite border issues as challenges, although these sectors could still be 

affected by issues such as recognition of professional qualifications.  

UK overseas trade statistics: January 2021 (OTS)7 

UK exports of goods to the EU in January 2021 were 43% (£5.9bn) lower than January 2020, 

while imports from the EU over the same period were 21% lower (£4.1bn). Although the pandemic 

will be affecting EU trade, these falls were larger than the impact seen on trade with non-EU 

countries, where exports and imports both fell by around 8% compared to January 2020.  

                                                 
6 Business and innovation statistics - Business Insights and Conditions Survey (BICS), data to wave 25.  
7 HMRC: UK overseas trade in goods statistics: January 2021 

https://www.gov.scot/collections/business-and-innovation-statistics/#businessinsightsandconditionssurvey(bics)
https://www.gov.uk/government/statistics/uk-overseas-trade-in-goods-statistics-january-2021
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Focussing on some of Scotland’s main commodity exports, exports of Scotch Whisky to the EU 

were 61% lower than last year, and exports of salmon 98% lower. 

The striking difference in January’s data for EU and non-EU trade could be early evidence of the 

initial impact of EU exit and the challenges identified in the BICS survey. However, it is also 

important to recognise other factors that could be influencing these changes in trade, such as the 

way EU exports have been collected, with data for January the first to be collected using customs 

exports declarations, and stockpiling at the end of 2020.  

The implications for long term UK-EU trade remains uncertain. Evidence of some businesses 

avoiding EU trade altogether in January could suggest some of this trade may recover throughout 

the year as businesses adjust to the new trading requirements. On the other hand, the new 

administrative and regulatory checks with the EU will permanently increase the cost of trade, likely 

resulting in lower trade levels for years to come. 

 

Business Turnover 

Business turnover weakened across most sectors in January as lockdown restrictions were 

introduced.  

Monthly Business Turnover Index8 

 The Monthly Business Turnover Index for January showed that most companies in Scotland 

continued to report that turnover was lower compared to last year (38.5).  Furthermore the 

indicator weakened over the month to its lowest level since August 2020 signalling that sales 

have fallen and cash flow risks are potentially rising. 

                                                 
8 https://www.gov.scot/collections/economy-statistics/#monthlybusinessturnoverindex. The Index is between 0 and 100. Readings above 50 indicate 
an increase compared to the previous year, and below 50 a decrease. 

https://www.gov.scot/collections/economy-statistics/#monthlybusinessturnoverindex
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 Compared to the previous year, business 

turnover remained lower in the Services 

sector (37.5), and in the Manufacturing 

sector, though to a lesser extent (44.8).  

Within the Services sector, Accommodation 

and Food Services continued to be the 

industry with the largest decrease in turnover 

over the year (12.4), followed by Culture and 

Recreation Services (19.9) and non-food 

retail (20.4), reflecting sectors most directly impacted by lockdown restrictions. 

 More recent Scottish Government estimates of ONS BICS data suggest that some of the sector 

differences in business turnover have continued into February. 

 Overall, 45% of businesses reported having 

lower turnover than normal for the time of 

year.  The Accommodation and Food 

services sector has the highest proportion of 

firms (84%) reporting that business turnover 

is lower followed by Wholesale, retail, and 

repair of vehicles (54%).9 

 Furthermore, business resilience remains a 

key factor as restrictions on activity remain in place. The same survey showed that in February 

and into the start of March, 30% of firms reported having no, or less than 3-months’ of cash 

reserves, while 17% reported a severe or moderate risk of insolvency.  In both cases, 

Accommodation and Food Services was the sector with the highest rates (57% and 37% 

respectively). 

 

 

 

 

 

 

 

                                                 
9 BICS weighted Scotland estimates: data to wave 25. https://www.gov.scot/collections/business-and-innovation-
statistics/#businessimpactofcoronavirus(covid-19)survey(bics) 

https://www.gov.scot/collections/business-and-innovation-statistics/#businessimpactofcoronavirus(covid-19)survey(bics)
https://www.gov.scot/collections/business-and-innovation-statistics/#businessimpactofcoronavirus(covid-19)survey(bics)
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Labour Market 

The furlough scheme has continued to provide significant support to the labour market with the 

number of employment on furlough increasing as restrictions have tightened. 

Coronavirus Jobs Retention Scheme (CJRS) and Self Employment Income Support Scheme10 

 The CJRS has been supporting the retention of jobs and incomes since March 2020 and the 

recent UK budget announced that the scheme will continue to provide support until the end of 

September 2021. 

 In January, 362,300 employments (14.9% of 

eligible employments) in Scotland were 

furloughed. This is lower than the 421,200 

employments (17%) furloughed at the end of 

July, however has risen each month from the 

low of 195,200 (8%) at the end of October 

and rose by 73,400 over the month from 

December. 

 The sectors with the highest number of 

employments furloughed across Scotland were Accommodation and food services (91,400, 

25.2% of all employments furloughed in Scotland), Wholesale and retail (70,100, 19.3%) and 

Arts, entertainment and recreation (26,800, 7.4%). 

 More recent Scottish Government ONS BICS data suggests the furlough take-up rate continued 

to increase in February with an estimated 67.2% of businesses in Scotland having staff on 

furlough and supporting 20.8% of the workforce.11  

 The Self Employed Income Support Scheme (SEISS) has also continued to provide critical 

support to the labour market with the third SEISS grant opening on 30 November. By the end of 

January, 131,000 claims in Scotland had been made to the third SEISS. This represents 64% of 

the eligible population, with an average claim of £2,800. By sector, take-up rate has been highest 

for Transportation and Storage (78%), Education (73%) and Construction (71%). 

 

 

 

                                                 
10 https://www.gov.uk/government/statistics/coronavirus-job-retention-scheme-statistics-february-2021; https://www.gov.uk/government/statistics/self-
employment-income-support-scheme-statistics-february-2021  
11 BICS weighted Scotland estimates: data to wave 25 https://www.gov.scot/collections/business-and-innovation-
statistics/#businessimpactofcoronavirus(covid-19)survey(bics) 

https://www.gov.uk/government/statistics/coronavirus-job-retention-scheme-statistics-february-2021
https://www.gov.uk/government/statistics/self-employment-income-support-scheme-statistics-february-2021
https://www.gov.uk/government/statistics/self-employment-income-support-scheme-statistics-february-2021
https://www.gov.scot/collections/business-and-innovation-statistics/#businessimpactofcoronavirus(covid-19)survey(bics)
https://www.gov.scot/collections/business-and-innovation-statistics/#businessimpactofcoronavirus(covid-19)survey(bics)


 

11 

 

Official labour market statistics 

 The latest labour market statistics cover the period October to December when regional 

restrictions were introduced and businesses continued to receive CJRS and SEISS support. 

 In October to December, the employment rate was 73.7% (down 1.3 percentage points over the 

year),12 the unemployment rate was 4.5% (up 1.0 percentage point of the year) and the inactivity 

rate was 22.8% (up 0.6 percentage points of 

the year). The young person’s (16 – 24 

years) unemployment rate13 was 9.7%, up 

2.0 percentage points over the year. 

 The headline labour market indicators 

continue to only show a partial picture of the 

labour market as people on furlough are 

considered employed. Wider labour market 

indicators have remained relatively stable in 

recent months, however continue to signal challenges that have emerged in the labour market 

during the pandemic. 

PAYE payrolled employment and Claimant Count 

 The more timely Pay As You Earn (PAYE) Real Time Information data show that the number of 

payrolled employees in Scotland (2.33 million) and the UK as a whole (28.3 million) has fallen 

sharply over the past year. 

 In January, payrolled employees increased 

by c.7,800 (0.3%) in Scotland (UK: 0.3%). 

However, compared to February 2020, the 

number of payrolled employees has fallen c. 

65,400 (-2.7%) in Scotland (UK: -2.5%).14 

 Scotland’s Claimant Count (the number of 

claimants of Job Seekers Allowance and 

claimants of Universal Credit claiming 

principally for the reason of being 

unemployed) was 208,800 in January and had decreased by 0.4% over the month. 

                                                 
12 https://www.gov.scot/collections/labour-market-statistics/  
13 Based on ONS Labour Force Survey, Oct-Dec 2020 however, the ONS Annual Population Survey is a more robust but less timely measure and 
shows 11.1% 16-24 unemployment rate for Oct 2019 – Sep 2020, also a 2.0 percentage point rise over the year. 
14 
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/earningsandworkinghours/bulletins/earningsandemploymentfrompayasyouearnreal
timeinformationuk/february2021  

https://www.gov.scot/collections/labour-market-statistics/
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/earningsandworkinghours/bulletins/earningsandemploymentfrompayasyouearnrealtimeinformationuk/february2021
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/earningsandworkinghours/bulletins/earningsandemploymentfrompayasyouearnrealtimeinformationuk/february2021
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 However, while the claimant count has been relatively stable since May, it remains 96,500 (86%) 

higher than in February, signalling that the number of people that are unemployed or employed 

with low income and/or low hours has increased significantly during the pandemic.15 

Demand for staff in Scotland 

 While the furlough scheme continues to provide significant support to the labour market, the IHS 

Markit RBS Report on Jobs survey for February has signalled increased stability in recruitment 

activity at the start of 2021.16  

 Permanent job placements fell throughout 

2020, however rose slightly over January 

and February alongside temporary staff 

placements.  More broadly, the decline in 

vacancies has gradually stabilised alongside 

the increases in staff availability, which had 

been linked to increased redundancies over 

the past year. 

Earnings 

 Despite the protection offered to the labour market through the furlough scheme, earnings fell at 

the beginning of the pandemic. Between 

March and June, PAYE mean monthly pay 

fell for four consecutive months compared to 

the previous year. It returned to growth in 

July, and strengthened through the third 

quarter. Latest data for December, suggests 

the rate of growth has continued to 

strengthen, though has stabilised relative to 

the third quarter. Mean monthly pay in 

December was £2,453, a 4.6% increase from December 2019, while UK annual earnings growth 

continued to accelerate to 6.1%.17  

 While the mean annual earnings growth rate has rebounded in the second half of 2020, the 

picture is complex and caution needs to be used in interpreting the figures, particularly in light of 

the fall in the number of payrolled employees. There are compositional effects (e.g. by sector and 

                                                 
15 https://www.gov.scot/collections/labour-market-statistics/ 
16 https://www.markiteconomics.com/Public/Home/PressRelease/39c5a5f7ee754a2b95e0ef8314b3b3ee  
17  

https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/earningsandworkinghours/bulletins/earningsandemploymentfrompayasyouearnr
ealtimeinformationuk/february2021  

https://www.gov.scot/collections/labour-market-statistics/
https://www.markiteconomics.com/Public/Home/PressRelease/39c5a5f7ee754a2b95e0ef8314b3b3ee
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/earningsandworkinghours/bulletins/earningsandemploymentfrompayasyouearnrealtimeinformationuk/february2021
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/earningsandworkinghours/bulletins/earningsandemploymentfrompayasyouearnrealtimeinformationuk/february2021
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across income levels) underlying the data which suggest that not all parts of the labour market 

have experienced the same rebound as the mean rate implies.  

Consumption 

Consumer sentiment and consumption activity have been significantly impacted by the coronavirus 

pandemic and restrictions on activity, however there are signs that sentiment has strengthened at 

the start of 2021. 

Consumer sentiment  

 In Q4 2020, the Scottish Consumer Sentiment Indicator was -21.5 and decreased by 2.7 points 

compared to Q3 2020. This indicates that consumer sentiment weakened over the quarter, and is 

at its lowest point in the time series. 

 Underlying the composite indicator, the 

current sentiment indicators for the economy, 

household financial security and attitude to 

spending all fell to their lowest levels in the 

times series, reflecting the ongoing impacts 

of the pandemic on households current 

circumstances, when compared to the 

previous year. 

 Looking ahead, households continue to 

expect the economy and their household 

financial security to improve over the year 

(relative to the current situation). However, 

the largest falls between the third and fourth 

quarters of the year were in the expectations 

indicators for the next 12 months, signalling 

that the level of optimisim weakened over the 

quarter. 

 The underlying monthly data for the fourth quarter does however suggest that optimsim 

strengthened over November and December relative to October, suggesting that consumer 

sentiment was likely sensitive to a combination of expectations regarding the tightening of 

restrictions over this period alongside developments in the vaccination rollout and their 

implications for the economic recovery.18 

                                                 
18 https://www.gov.scot/collections/economy-statistics/#scottishconsumersentimentindicator(scsi) Due to the coronavirus pandemic, data was not 
collected in the last two weeks of March and in April and May. Therefore there are no results for Q2 2020. 

https://www.gov.scot/collections/economy-statistics/#scottishconsumersentimentindicator(scsi)
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 More recent GfK UK consumer sentiment data19 for February showed that while consumer 

sentiment remained low compared to pre-pandemic levels, it increased to its highest level since 

March 2020, driven by improved expectations for the economy over the next 12 months.  This 

again potentially reflects the roll out of the vaccination programme and expectations of further 

economic recovery. 

 Sentiment indicators have been highly sensitive to the rapidly moving developments on the 

pandemic over the past year and will likely be a key factor influencing the pace at which 

consumption recovers as restrictions are lifted.  

Retail sales 

 The Scottish Retail Sales Monitor for February20 reported a further sharp fall in the value of retail 

sales during current lockdown restrictions compared to the previous year, though to a slightly 

lesser extent than in January. 

 Total sales in February were down 24.3% 

year on year in Scotland, down slightly from 

the 27.9% fall in January.  

 This was driven by a 47.4% fall over the year 

in non-food sales, which is reflective of the 

current lockdown restrictions, while food 

sales were up 3.1% compared to last year 

and remain relatively stable. 

Household Savings and Consumer Credit 

 At an aggregate level, household savings have increased significantly during the pandemic, as 

restrictions have caused expenditure to fall 

while support schemes have helped protect 

household incomes. 

 It is important to note that this has not been 

the case across the whole economy. In 

particular, lower income households have 

faced more significant financial challenges. 

 Bank of England data show the net flows 

from households into deposit-like accounts 

was £18.5 billion in January and remains notably higher than the monthly average of £4.8 billion 

                                                 
19 https://www.gfk.com/press?countries67=countriesUnited+Kingdom&sort=-publication_display_date&searchInput  
20 Source: SRC/KPMG Scottish Retail Sales Monitor: https://brc.org.uk/retail-insight/content/retail-sales/scottish-retail-sales-monitor/  

https://www.gfk.com/press?countries67=countriesUnited+Kingdom&sort=-publication_display_date&searchInput
https://brc.org.uk/retail-insight/content/retail-sales/scottish-retail-sales-monitor/
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in the six months to February 2020.21 Since February 2020, these savings have increased by 

£162 billion (around 7% of GDP). 

 Alongside this, between March and June 

2020 and between September 2020 and 

January 2021 households on aggregate 

repaid more consumer credit than they took 

on in new borrowing. 

 Latest data for January 2021, show 

households made net repayments of £2.4 

billion on consumer credit, with net 

repayments gradually rising from September 

2020 and reflective of the current weakness in consumption. 

 Overall, the extent to which households subsequently spend accumulated savings as restrictions 

ease remains uncertain, however Bank of England and OBR forecasts assume that around 5% 

of the additional savings will ultimately be spent. 

The Global Open Finance Centre of Excellence Citizen’s Project 

Since early 2020, the Office of the Economic Adviser and the Covid-19 Data & Intelligence 

Network22 have been supporting a partnership between NatWest Group and the Global Open 

Finance Centre of Excellence (GOFCoE), hosted at the University of Edinburgh, to explore the 

potential to use banking data to provide real time insight into the impacts on household finances 

of Covid-19. This is one example of the way GOFCoE is seeking to safely unlock the potential of 

customer data to improve lives and inform public policy and research.  

This has led to the development of the 

Citizens’ data project, which uses pseudo-

anonymised data from a random sample of 1 

million customer current accounts. Pseudo-

anonymization makes the data non-

attributable to any customer as transaction 

data is fully categorised and broadly 

aggregated by NatWest Group (NWG) before 

being transferred to a secure data 

environment for further processing at 

GOFCoE. GOFCoE researchers undertake 

further analysis of the anonymised data, and are able to share insights based on further 

aggregations of the data with government and other stakeholders, who are bound by information 

sharing agreements.23 

                                                 
21 https://www.bankofengland.co.uk/statistics/money-and-credit/2021/january-2021  
22 https://blogs.gov.scot/statistics/2020/08/18/the-scottish-covid-19-data-and-intelligence-network/  
23 The project has been subject to a Privacy Impact Assessment, and the pseudo-anonymized data have had all personally identifiable information 
removed and are ‘adequately anonymised’ as defined by the General Data Protection Regulation (GDPR). 

https://www.bankofengland.co.uk/statistics/money-and-credit/2021/january-2021
https://blogs.gov.scot/statistics/2020/08/18/the-scottish-covid-19-data-and-intelligence-network/
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The collaboration began delivering proof of concept results in autumn 2020, and has now 

progressed to delivering a broad range of outputs. The project is expected to be able to deliver 

regular updates on household finances from April 2021. 

The Citizen’s project allows us to monitor weekly changes in household finances since January 

2019. This helps provide evidence of the 

impact that the pandemic has had on both 

household incomes and expenditures, and 

how this has changed following the first 

national lockdown, the easing of restrictions 

over the summer, and then the gradual 

reintroduction of tighter restrictions from 

autumn onwards. As illustrated in the graphs, 

there is the potential to analyse changes by 

broad demographic indicators, such as age 

and gender, as well as on a regional basis 

across the UK. 

As well as insights into household finances, work is continuing between GOFCoE and NatWest 

Group to develop insights into business finances, particularly small and medium sized businesses 

(SMEs). 

The Citizens project remains in development, but has already begun to offer new insights into 

household finances, both in Scotland and across the UK. Further work will include engagement 

with the public to understand their views of the work and its applications. 

Interest rate and inflation  

 The Consumer Prices Index including owner occupiers’ housing costs (CPIH) 12-month inflation 

rate increased to 0.9% in January, up from 

0.8% in December and up from its recent low 

of 0.5% in August 2020.24  

 There were key upward contributions to the 

inflation rate from recreation and culture, 

furniture and household goods, which offset 

downward effects from falling clothing and 

footwear prices. 

 The Bank of England maintained the Bank Rate at 0.1% in March 202125 and in their current 

central scenario analysis project inflation to rise to around 2% in 2021.26 

 

 

                                                 
24 https://www.ons.gov.uk/economy/inflationandpriceindices/bulletins/consumerpriceinflation/january2021  
25 https://www.bankofengland.co.uk/monetary-policy-summary-and-minutes/2021/march-2021  
26 https://www.bankofengland.co.uk/monetary-policy-report/2021/february-2021  

https://www.ons.gov.uk/economy/inflationandpriceindices/bulletins/consumerpriceinflation/january2021
https://www.bankofengland.co.uk/monetary-policy-summary-and-minutes/2021/march-2021
https://www.bankofengland.co.uk/monetary-policy-report/2021/february-2021
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GDP growth outlook 

The economic outlook remains extremely challenging. GDP is forecast to fall in the short term 

reflecting current lockdown restrictions before growing over 2021 as the economy reopens. 

 In Scotland, the Scottish Fiscal Commission27 forecast Scottish GDP to fall by 5.2% in the first 

quarter of this year, reflecting the tightening of restrictions, while unemployment is projected to 

rise to 7.6% in the second quarter, following the scheduled end of the furlough scheme. 

 Longer term the SFC forecast modest growth of 1.8% over 2021 as a whole, as health 

restrictions are assumed to persist 

throughout the year, before accelerating 

to 7.5% growth in 2022, as restrictions 

are assumed to no longer be required.  

Scotland’s GDP is expected to return to 

pre-pandemic levels at the start of 2024. 

 In their latest growth scenario analysis 

published in March, the Fraser of Allander Institute’s central scenario projects Scotland’s GDP to 

grow 3.6% in 2021 and 5.6% in 2022, with GDP returning to pre-crisis levels in October 2022.28  

However, the level of ongoing uncertainty is reflected in their more pessimistic scenario of 2.4% 

growth in 2021 (GDP recovers to pre-crisis levels later in July 2023) and their more optimistic 

scenario of 4.2% growth in 2021 (GDP recovers to pre-crisis levels earlier in June 2022). 

 At a UK level, and in their forecasts for the UK Budget, the Office for Budget Responsibility29 

projects UK GDP to fall 3.8% in the first quarter of 2021 reflecting the current restrictions on 

activity.  Over 2021 as a whole, UK GDP is forecast to grow 4% reflecting the rollout of the 

vaccination programme and easing of restrictions and return to pre-crisis levels in Q2 2022. 

Unemployment is expected to peak at 6.5% at the end of 2021 – around 2.2 million individuals. 

 The latest average of new independent UK forecasts published by HM Treasury30 suggests UK 

GDP is expected to grow 4.8% in 2021. The average new forecast for 2021 has improved slightly 

from February (up 0.5 percentage points) potentially reflecting the latest plans to ease 

restrictions and optimism around the speed and efficacy of the rollout of vaccines.  

                                                 
27 https://www.fiscalcommission.scot/forecast/scotlands-economic-and-fiscal-forecasts-january-2021/  
28 https://fraserofallander.org/publications/fai-economic-commentary-2021-q1/  
29 https://obr.uk/efo/economic-and-fiscal-outlook-march-2021/  
30 https://www.gov.uk/government/collections/data-forecasts#2021  

SFC and OBR GDP growth forecasts (%) 

 2021 2022 2023 2024 2025 

SFC (Scotland) 1.8 7.5 1.6 1.6 1.7 

OBR (UK) 4.0 7.3 1.7 1.6 1.7 

https://www.fiscalcommission.scot/forecast/scotlands-economic-and-fiscal-forecasts-january-2021/
https://fraserofallander.org/publications/fai-economic-commentary-2021-q1/
https://obr.uk/efo/economic-and-fiscal-outlook-march-2021/
https://www.gov.uk/government/collections/data-forecasts#2021
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 At a global level, world GDP is estimated to have fallen 3.4% in 2020, however the OECD 

forecast growth of 5.5% in 2021 and 4% in 2022, with global output rising above the pre-

pandemic level by mid-2021.31 

 However, the OECD set out that while vaccination programmes and adaptation to restrictions 

have improved the global economic outlook in recent months, divergence across countries and 

sectors is emerging and output in many countries at the end of 2022 will remain below the levels 

expected prior to the pandemic. 

                                                 
31 https://www.oecd.org/economic-outlook/ 

https://www.oecd.org/economic-outlook/
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