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INTRODUCTION 

In the latest edition of the sector updates for 

the UK, our risk team has prepared the latest 

industry trends for the following sectors:  
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• Agrifood

• Automotive (all things electric)

• Chemical

• Construction

• Energy (oil & gas)

• Engineering

• Food Wholesale & Retail

• Fuel

• Hospitality

• Machinery & Equipment

• Metals

• Paper/Print

• Pharmaceuticals

• Retail

• Travel Agents & Operator p.20

The objective of this document is to give you 

more information on the impact of Covid-19 at 

sector level in the UK. 

RESOURCES 

To find out how the Covid-19 is disrupting every 

industry, take a look at the insights shared by 

our Economic Research Team here. You can 

also get our latest news and insights on the 

Covid-19 crisis via this link.  

ABOUT EULER HERMES 

Euler Hermes is the global leader in trade credit 

insurance and a recognized specialist in the 

areas of surety, collections, structured trade 

credit and political risk. When the unexpected 

arrives, our AA credit rating means we have the 

resources, backed by Allianz to provide 

compensation to maintain your business.  

CONTACT US 

If you would like to find out more how trade 

credit insurance can protect your business in 

time of uncertainties, please reach out to your 

usual contact at Euler Hermes or visit 

eulerhermes.co.uk.  

APRIL 2021 

SECTOR UPDATES 
UK & IRELAND  

https://www.eulerhermes.com/en_global/economic-research/insights/no-stone-unturned-how-covid19-is-disrupting-every-industry.html
https://www.eulerhermes.co.uk/covid-19.html
http://www.eulerhermes.co.uk/
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Current trends 

Covid-19 

 Labour shortages and reduced transport capacity.

 Companies have had to adapt to significant change in
eating habits. Pre-Covid 25% of food was eaten outside
of the home (pubs, restaurants, etc.); now most food is

purchased and prepared at home.

 Some of the main winners of lockdown are in the food
industry: supermarkets, food producers and delivery in

general including food distribution.

Brexit: 

 There were increased paperwork and border controls as

well as increased shipping costs have seen margins
reduce, impacting small companies in particular.

 To comply with the ‘rules of origin’ and avoid tariffs,
companies have had to consider different suppliers and
this has impacted the supply chain.

Other: 

 Global food prices at a 6-year high and increasing due
to stockpiling and heavy demand from China.

 Pork prices severely down due to oversupply in the EU

after the Chinese ban on German pork imports due to
African swine fever.

 Cold weather in Brazil and Argentina have driven up
price of grain, oilseed, wheat, soybean and corn crops.

 Countries also holding onto stocks to keep domestic
prices low, e.g. Argentina with corn and Russia with

wheat.

Outlook: 

Prices: 

 Countries are likely to continue holding onto stock to
manage domestic prices. Rabobank is forecasting a

near 11% YoY increase in corn and wheat prices into
2021. This means higher feed costs for livestock

producers and pressure on margins.

 Ongoing volatility in meat and dairy prices with
fluctuating demand due to the pandemic as well as

tight supply from the UK and Ireland.

Consumer spending: 

 Increased demand for plant-based products show the
steady change in consumer spending on food.

 Coalition of shareholders spearheaded by ShareAction
are putting pressure on supermarkets to make healthy

food more available and account for more of sales in
order to address the current obesity epidemic. Tesco

have responded with a ‘health kick’ promise. The
investors manage over £140bn in assets. Producers and

manufactures will need to adapt to this.

 Organic and Fairtrade sales expected to continue to
increase due to rise in ethical consumerism.

 The transition out of lockdown will likely see consumer
spending on food change again as pubs and

restaurants re-open.

Tariffs: 

 Changes in export tariffs to the US were relaxed this
month and will benefit whisky, meat and cheese

producers.

Sources: 

 www.thegrocer.co.uk 

 www.foodnavigator.com 

 www.foodmanufacture.co.uk 

 AGRIFOOD SECTOR 

http://www.thegrocer.co.uk/
http://www.foodnavigator.com/
http://www.foodmanufacture.co.uk/
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Current trends 

Weakest January since 2009 as UK car manufacturing  

output declines – 27.3% to 86,052 units – the 17th 

consecutive monthly decline. Better news for alternatively 

fuelled vehicles with 21,792 cars made, up 18.9%. Having  

lost car production worth £11.3bn to pandemic, sector urges 

Chancellor to introduce measures to enhance auto 

manufacturing competitiveness.  

Manufacturing remained subdued for both domestic and 

overseas markets, down -28.8% and -33.6% respectively with 

demand for British-built CVs falling across most export 

destinations, including the largest driver of shipments – the 

EU. More than half (53.2%) of all CVs made were shipped 

abroad in the month, reinforcing the importance of global 

trade for the UK CV makers. 

The global pandemic has presented the automotive sector 

with challenges that are unprecedented in modern times. 

Manufacturers had to handle dramatic demand fluctuations 

and in turn, had to adapt their cost flexibility. However, one 

thing became very apparent - manufacturers started taking 

decisive steps towards tomorrow's fossil-free transport 

system.  

The recent announcement by Jaguar Land Rover that in the 

next five years, Land Rover will have rolled out six pure 

electric variants built around the Range Rover, Discovery and 

Defender models (the first all-electric variant arriving in 

2024), and by 2025, Jaguar will become an all-electric brand, 

only increases awareness. 

As the UK ban on petrol and diesel engines comes in to effect 

from 2030, the mind-set of thinking ‘green’ is starting to take 

hold with a recent survey in the UK confirming that for the 

first time, more than 50% of motorists thought about buying 

an electric car instead of petrol or diesel. The 2030 deadline 

does look challenging though, and there remain doubts that 

the required infrastructures and ability of garages to service 

vehicles will be completely in place by then.   

 

2020 was without doubt a gloomy year for the UK’s 

automotive industry with shipments collapsing by 29% 

(equating to £20bn of lost sales). However, sales of plug-in 

cars was much more positive with 2020 a record year for 

fully-electric and hybrid vehicles, accounting for more than 1 

in 10 registrations, up from circa 1 in 30 the previous year. 

With Brexit finally out of the way, one issue that has come to 

light is the need for Britain to build up its electric-vehicle 

battery industry. From the start of this year, battery packs 

have to have 30% of their content sourced from the UK or EU 

to allow tariff free trade but requirements will get stricter 

from 2024. As things currently stand, Britain's battery making 

is limited to one site supplying Nissan in Sunderland.   

Outlook 

 The electric vehicle battery start-up, Britishvolt, recently

announced plans to build a £2.6bn gigaplant in the North
of England that should start production in 2023 and

producing at least 300,000 lithium-ion batteries a year by
2027.

 In a similar vein, Coventry airport has been identified as
the preferred site to house a gigafactory albeit subject to
planning permission. What makes this development

interesting is the close proximity to major carmakers
including Jaguar Land Rover, Aston Martin Lagonda,

BMW and others. That said, it is estimated that a further 2
gigafactories will be required to meet future demand.

AUTOMOTIVE (ALL THINGS ELECTRIC) SECTOR 
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Current trends 

The Chemical sector is defined by players in the market 

converting raw materials (oil, natural gas, air, water and 

metals & minerals) into different products.  

The Wholesale & Retail sector in the UK had combined 

turnover of almost £1.4 trillion BP in 2020, more than double 

that of the manufacturing sector, which was £621m.  

Manufacturing in 2019 was 17.41% of UK GDP and 71.26% 

from Services Sector. The Chemical and Pharmaceutical 

industry is UK’s second largest and in 2019 the Revenue 

stood at € 62.8nlm 

Most UK chemicals manufacturing is most in the north of the 

Country – main sites are in Scotland, Teeside and the 

Humber.  

Source:  

 Statistica November 2020 

 World Bank 

Outlook: 

 Oil prices are expected to average US$44 per barrel in

2021, up from an estimated US$41 per barrel in 2020 –
demand expected to rise slowly as tourism and travel

continue to be held back by health concern. Global
economic activity is anticipated to return to pre-

pandemic levels on in 2020

 Commodities prices continue to surge in January 2021
with energy commodities jumping 10% and non-energy

rising 4.4%. In Dec 2020, these groups rose 15.2% and
5.2% respectively.

 Covid-19 pandemic greatly impacted the commodity
market, but the intensity of impact varied – uneven –
maximum impact on energy prices  / agriculture prices

were relatively unaffected by the pandemic – but the
number  of people at risk of food insecurity has risen as a

result of broader effects of the global recession.

CHEMICAL SECTOR 
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Current trends 

After a stagnated 2019 in Construction output the UK 

entered 2020 with a new Government in place, and with 

Brexit negotiations now finalised confidence started to grow, 

as did PMI in January to March of that year moving up to 

52.6pts. However while the Government pledged to use 

infrastructure as a spring board towards recovery Covid-19 

reached our shores and in March 2020 the UK went into 

lockdown. As a result, PMI in the sector crashed to 39.3 and 

then to a record low of 8.2 in May 2020 as Construction 

companies resumed work. July 2020 and Construction was at 

a 80% capacity and PMI moved back on track to 55.3 in line 

with where it was 2016-2018. Construction was deemed an 

essential sector and has continued to work through 

subsequent lockdowns. 

2021 started off with many companies reporting slower 

progress in importing materials, however this was due to  

new paperwork requirements post Brexit and delays of this 

nature should ease as business become familiar with 

regulations, many supply chain businesses had increased 

stock levels in Q4/2020 to absorb delays however this said 

the container crisis and Suez Canal blockage has added 

further delays.  

Overall forecasts for Construction projects is positive into 

2021 and is further supported by the extension of the stamp 

duty holiday for new housing but this may be short lived 

given that liquidity and cash inflow remains strained due to 

reduced margins and high operational costs. 

Outlook 

Materials: 

Materials opening quarter of the year is met usually with 

plenty of optimism as businesses within the industry look 

forward from a fresh slate on what can be achieved in the 

coming twelve-months. The Feb/21 PMI is no exception as 

British builders showed they were now more optimistic about 

business prospects than at any time since Oct/15. Much of 

this comfort coming by way of Government support 

throughout 2020, to date, on what was the most unexpected 

& challenging years in modern times. However, Q1 is also a 

period where failures are common, when considering how 

the closing stages of any year are met with reduced working 

hours, industry closing down for Christmas and this bringing 

a large number of European labour going back home for the 

festive season, plus the number of companies which see 

31/Dec as their year-end so withholding cash at the expense 

of the supply chain – unfortunately the norm 

But given the flow of borrowed money in the supply chains, 

and the extension to support, the trading environment is 

better than was feared albeit in “fake” reality. But pressures 

are still there which cannot be ignored. Material prices are 

rising with British Steel hiking price of structural steel for the 

sixth time since Jul/20 in March - prices rising by £260-a-tn. 

The situation is not going to be helped following the principal 

financial backer of the third largest steelmaker Liberty Steel 

falling into administration in March.  

CONSTRUCTION SECTOR 
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Timber: 

Timber prices were also reported earlier in 2021 to have 

increased by an average of 20%. As well as the pricing, 

Feb/21 PMI showed extended supplier lead times persisted 

as vendors struggled with transport delays and stronger 

demand conditions. Builders Merchants Federation (BMF) 

reported earlier this year that roofing products particularly 

hard hit as some members reported waiting until Aug/21 for 

their supplies 

Labour: 

Concerns remain given the reported reduction in Europeans 

returning to the UK following the Christmas period. 

Recognition of domestic development is clear but 

Construction Leadership Council (CLC) recording material 

drops in take up of new starts on courses for construction 

trades in Britain is not reassuring. A well-trained domestic 

workforce is key to meet the ambitious targets set by the 

Government but also ensuring quality of work.  

The focus for the year looks set to build on the move to a 

more energy efficient industry. The Government target of 

quadrupling the UK’s offshore wind capacity to produce 

40GW energy from offshore wind by 2030 - enough to power 

every home in country, is just one example of the incentives 

being shown. But in order to meet this and support the 

progression of the industry following Covid-19’s impact, 

protecting the supply chain will be key. Communication, 

Collaboration & Ethical behaviour important to ensure the 

SMEs are protected. Latest Business Distress Index from Real 

Business Rescue - division of Begbies Traynor – said  

construction start-ups 'in significant distress' had increased 

by 21% in Q4’20 due to the pandemic with nearly 80k SME 

construction businesses now at risk of collapse protecting 

these businesses is the industries responsibility before 

anything is achievable. 

Housing:  

Housing sector slowed in Q12020 experiencing project 

delays but also due to intentional slow down while awaiting 

on the chancellor to announce the extension to stamp duty 

holiday which was sanctioned. Companies have started 

taking on new work, we have observed that even if they are 

experiencing decrease in their sales and with tight margins, 

the larger firms still have access to adequate cash and 

liquidity.  

There is a big drive in the housing sector to MMC panelized 

modern methods of construction. Government has already 

announced that will support these new modern methods of 

construction, which will play a vital role in the housing 

industry in terms of improved productivity, build speed, and 

economies of scale. Panelized modern methods of  

construction (MMC) are proving themselves to be viable 

alternatives to masonry, according to the latest results from 

a three-year study and they are aiming to help tackle the UK 

housing crisis by building new homes faster, to higher quality 

and more cost effectively.  

According to this, Leeds council will use ground and air source 

heat pumps, district heating networks, external wall insulation 

and solar panels in their housing construction from now on in 

order to help reduce heating bills for thousands of tenants. On 

the same way, Legal & General Modular Homes has started on 

site at a major modular homes scheme in Bristol where some 

of the most energy efficient homes in the country will be built. 

Legal & General claims that each property will have air source 

heat pumps, photovoltaic solar panels and achieve an A 

energy performance certificate. 

On the brick side, we have observed that the big players of the 

industry such as Ibstock and Forterra experienced a slight 

decrease in their brick demand but market recovered faster 

than it was expected. As we see, the brick trading has started 

well in the initial period of 2021, with clay sales volumes 

slightly ahead of the run rates achieved in Q4 2020.  

Warehousing: 

The Warehousing market is underway with a makeover. As 

online retail soars, so too does the increasing demand for 

warehouse and distribution units, which serve those online 

retail shops.  In addition to e-Commerce, the stress to supply 

chains effected by Coronavirus and Brexit are resulting in 

companies from various sectors having to navigate a 

structural transformation in the way they deal with inventory. 

The warehousing market is now facing enormous challenges 

to keep up. Some of these challenges include: 

 Increased demand for specific e-Commerce warehouse

facilities

 In some cases the move from massive warehousing to a
more nimble ‘on-demand’ supply model

 Companies considering the outsourcing of warehousing
and staff to 3rd party logistics in attempts to minimise the
risks of managing large work forces

 Shorter contract terms to allow more flexibility in relation
to warehouse capacity

 The growing requirement for companies to hold

‘emergency’ stock rather than traditional LEAN

A recent quote from a developer in this sector said ‘ Demand 

for industrial space across the region has skyrocketed over the 

past year, with the pandemic, Brexit and the booming E-

commerce sector all being influential factors in driving up 

demand’. So, for now this sector remains encouraging. 

Evidence of these demands are borne out in the amount of 

new developments getting underway this year. 
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UK Rail and Road Infrastructure:  

It has been widely recognised, in that there has been 

underinvestment in the UK’s infrastructure over the last 40 

years compared to some competitor countries such as 

France, Germany, Netherlands and the US. Infrastructure 

plays a crucial role in a country’s economic welfare, which is 

why the Government plans to heavily invest in infrastructure 

to “level up” economic growth and prosperity across the 

country and to address the challenges posed by climate 

change. In the short term, investment will also support the 

UK’s economic recovery from the pandemic and the 

Government’s plan to bring forward an initial £5bn of 

infrastructure spending, meant that construction output in 

March 2021 expanded at its sharpest pace since September 

2014, as confidence in the sector improved.    

Public sector net investment is set to reach around 4% of GDP 

in 2020/21. The increase from 3% of GDP in 2020 is 

associated with an increase in infrastructure spending; it is 

largely a result of the spending associated with government 

guaranteed loan schemes (such as the Bounce Back Loan 

Scheme) which were made available during the coronavirus 

pandemic. This public sector investment is in transport 

infrastructure and social projects such as education and 

healthcare. Utility and Energy infrastructure projects are 

typically funded by private sector investment.  

To support public/private sector investment in infrastructure 

projects, the Government is setting up UK Infrastructure Bank 

to help deliver the National Infrastructure Strategy. It will 

begin operating in an interim form in Spring 2021, and 

replaces some of the activities of the European Investment 

Bank following the UK’s departure as a member post Brexit.  

Over the next 5 years, the bank will have £12bn in capital to 

finance loans and equity, and £10bn for issuing guarantees, 

and will prioritise investments where this an under-supply of 

private sector financing. 

The current UK pipeline of projects is to be updated in Spring 

2021 having last been updated in autumn 2018. The 2018 

pipeline of both public and private sector projects includes 

projects such as HS2, Crossrail 2, Northern Powerhouse Rail, 

Lower Thames Crossing and The Smart Motorways 

Programme for Highways England. Of the 684 projects or 

programmes worth £472bn of investment, transport 

accounts for 30%, behind 43% of investment in Energy 

project. This is due to the Government’s increased 

commitment to achieving net zero carbon emissions by 2050 

and investment in renewable energy generation, nuclear 

technologies and carbon capture.      

One of the principal projects in the pipeline remains HS2, the 

high-speed rail network which aims to improve Northern 

regional rail connectivity with the South. The formal notice to 

proceed with phase 1 of the project earlier this year has jump 

started the sector with main construction work to commence 

in Q2 of 2021. The project has implications for other rail 

projects particularly in the North, with Northern Powerhouse 

Rail relying on parts of HS2 infrastructure being built to run 

its trains too. Therefore, it is vital the government's 

Integrated Rail Plan commits to bringing forward plans for 

the HS2 eastern leg connecting the Midlands with Yorkshire, 

including Sheffield and Leeds, and work beginning in the 

North as soon as possible.  

There are concerns of a skills shortage in the sector, resulting 

from migrant workers returning home due to Brexit and the 

pandemic, as well as material price increases currently seen. 

Contractors are keeping a close eye on these factors which 

could lead to project delays and cost over runs, however there is 

an expectation that they will ease as Global markets begin to 

open up following periods of lockdown. Despite this, there is 

renewed optimism in the sector, as new infrastructure contracts 

commence and the current pipeline of projects is strong. 
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Current trends 

JP Morgan Chase and Goldman Sachs have both predicted 

an oil super cycle in coming months, and that prices will 

reach up to $100/barrel (a level not seen since 2014). Opec 

has decided against ramping up production and seems more 

intent on draining inventory to push oil prices up further. It is 

good news for the major oil majors such as BP that said last 

October is can break-even with Brent at $42 a barrel, while 

Shell is even lower at $36. Whilst rising oil prices are positive 

for the oil sector and supply chain, it is negative for many 

businesses, as it will increase input costs. Brent crude prices 

were $67 a barrel at the time of writing, its highest level since 

January 2020.  

2020 was a hugely challenging year for the industry with 

lockdowns and travel bans causing a big drop in earnings. 

Most energy groups have been hit hard by lower fuel sales 

and refining margins. The outlook remains volatile but oil 

demand is expected to rebound this year and we have 

already seen a sharp rise in oil prices on the back of the 

expected economic recovery from the vaccination programs. 

An area of positive development will continue to be the 

offshore wind market where the UK is a World leader. 

National Grid, the UK utility is examining a plan that would 

make it more efficient to export such renewable energy 

generated in British waters in an effort to boost energy 

trading with Europe. This is through giant cables beneath the 

English Channel.  

In other sector developments, we have seen another oil 

major exiting the North Sea basin with ExxonMobil the latest 

with its sale of a suite of North Sea assets to a Norwegian 

Private Equity group. ExxonMobil, Chevron, BP & Shell 

recorded more than $50bn in losses between them last year, 

as the Pandemic driven crash in oil demand saw prices 

collapse and forced them to slash spending plans. Short-

term pressures have eased for now as oil prices have risen 

above $60 dollars a barrel, but longer term the sector is set 

for a huge transformation as it reduces its carbon footprint 

with the move into clean energy. 

 

Outlook 

 The UK’s leading power companies have warned that the
energy market faces instability if the government fails to
provide urgent clarity on Britain’s post Brexit carbon

emissions.

 The scheme that came into force at the end of the Brexit
transition period to replace the EU counterpart and is

designed to reduce greenhouse gas emissions by setting
a cap on the levels polluters can produce forcing them to

buy carbon credits to cover their annual output.

 However, the government is still in talks with the industry
about key aspects of the scheme and this has left the UK

power producers selling power without knowing the costs
of the emissions.

ENERGY (OIL & GAS) SECTOR 
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Current trends 

Following the v-shaped recovery in the engineering and 

manufacturing sectors in 2020, the steep pace of expansion 

experienced in the latter half of 2020 cooled off due to a 

combination of temporary supply-side disruptions at the 

border, severe lack of international shipping availability and 

weaker inflows of new export work. The slowdown is forecast 

to deepen in the first quarter of 2021 with a manufacturing 

PMI of 51.2, before rebounding to 55.0 in the second quarter 

of the year as supply-side disruptions ease and vaccination 

programmes take effect.  

Engineering UK outlines a decline in the movement of goods 

with one-third of engineering enterprises reporting lower 

than usual levels of imports and exports. However, this may 

be attributable to difficulties in accessing goods and services 

with 1 in 5 manufacturers using alternative suppliers in 

comparison to 2019.  

European manufacturers are passing higher input costs on to 

their customers, sending Eurozone inflation to its highest 

level for almost a year as shortages of materials and soaring 

shipping costs disrupted supply chains. It is expected the 

supply chain bottlenecks will ease in the short-term. So far 

higher input costs are only being partially passed on to 

customers but manufacturers have been facing much higher 

energy costs and also commodity prices, with copper prices 

hitting a 10 year high, and oil also rising to the highest level 

since the early days of the Pandemic.  

Even the cost of shipping for example, a 40ft container from 

China to Europe rose from about $1,400 in March 2020 to 

almost $8,000 this month, container freight data shows, 

although most big manufacturers are shielded from the price 

rises by long-term contracts.   

Outlook 

 Throughout 2020, manufacturing was one of the few
sectors where workers were more likely to work from

their usual place of work given the difficulty to perform
their role from home, with relatively unchanged

furlough rates reported after June 2020.

 The sector, which employees over 2.7m people in the UK,
continues to identify a growing skills gap with the need

for further investment into the education and skills system
to meet the future demand of large infrastructure

projects, such as HS2 and Net Zero by 2050.

ENGINEERING SECTOR 
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Current trends 

Meat: 

 Longer delays at borders. Increased market competition,

which could lead to heighten minimum wage.

 Costs associated with additional paperwork, customs
checks, will affect trade both ways in the long term.

 These costs may be passed along the supply chain and
could well have an impact on farm gate prices.

 The UK is a net importer of beef and pork, and
increasingly is becoming a net exporter of sheep meat.

These balances have implications for prices.

 Prices for sheep will be influenced by the global market.

 Chinese demand for imported protein remains strong for

now. However, China’s pig herd is recovering from African
Swine Fever and growing quickly.

 Imports for UK beef likely to recover post-Covid as drivers
of UK beef prices are perhaps more domestic in nature, so
will help stabilize UK prices going forward.

Dairy: 

 (TCA) ensures no tariffs or taxes are applied to goods
moving across borders. However, the increased

complexity of trading with the EU will mean higher costs
for doing business there, and will likely result in a

reduction in the overall volume of trade.

 Many dairy businesses, especially those dealing with
perishable products, may need to change their operations

to adapt to the increased costs of selling into EU markets.
This could lead to some product reformulation, a shift in

operational focus, or in some cases, investments in new
capacity.

 Another area impacted by our exit from the EU relates to
access to labour. Increased difficulties in securing skilled
labour could increase costs, both in terms of recruitment

and wages.

 

 

Fresh Produce: 

 The deal means free trade with the EU in most agricultural
products, including fresh fruit and vegetables, will continue.
However, supply chains are set to get slower, more

complicated and more expensive.

 The UK imports 67% of all its fresh produce, a third of which
comes from the EU.

 Unfortunately, Scotland’s seed potato sector has been hit
hard by the deal, with £13.5m of exports in doubt following
the end of the Brexit transition period.

 Ware potato exports to Europe was also in doubt, but a last-
minute agreement was reached by the EU, granting the

product 'third country' status and allowing trade to continue.

 From 1 January 2021, the UK is expected to work to
organic standards based on the current EU organic

regulation.

 FOOD WHOLESALE & RETAIL SECTOR 
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Outlook: 
Retail demand for food soared during the pandemic. 

Sales of frozen and packaged foods in particular 

increased dramatically: at their peak in the second half 

of March, weekly sales of frozen foods were 63% higher 

than the year before in France, while sales of packaged 

foods were 56% higher year-on-year in Germany. Similar 

demand spikes were seen in other countries. Following 

this initial spike, retail demand for fresh, frozen or 

packaged foods has remained about 15-20% higher than 

usual. 

 In times of curfew and increasing fear of catching
Covid-19, people avoid interaction as much as

possible – and this includes trips to the supermarket.
This is helping home delivery of groceries to gain a

foothold. We estimate that delivery services will grow
from their current market share of just over 1% to 3-

4% by 2023 – and continue to rise after this.

 The pandemic is also leading to higher expectations
of product hygiene: fearful of catching the virus,

customers are tending to shy away from loose fruit,
vegetables or bakery products. Reducing plastic

waste was very much in vogue in 2019, but it now
looks like this trend will be reversed – at least,

partially. This is leading to a revival of packaging.

 As it avoids the risk of spreading Covid-19 via coins

and banknotes, cashless payment is now being
widely promoted. If consumers get used to this – even

for small payments – they will continue to use
cashless payment methods after the crisis.

Most governments have included Wholesale Food 

Markets as a Covid-19 essential service. This measure has 

enabled them to continue operations under Covid-19 

lockdowns in compliance with health protocols. 

 Sales of soft drinks have increased during this period,
along with groceries that remain a government priority

to secure food safety at national levels.

 There is a significant rise in e-commerce, drive-in pickup
and home delivery services, and higher demand for

short value chains linked to urban and peri-urban
agriculture.

 Numerous countries throughout the world witnessed
large increases in online or telephone food sales during
the lockdown period, giving a huge boost to a growing

market segment.

 Consumer preferences are also moving towards more
local products, putting a strain on food makers, as they

need to invest in new product lines.

 Downstream packaged-food companies keep on

struggling with limited pricing power.

 The sector also has to consider how climate change
may weigh on crop yields, as pressures on land and

water are not fading away.

 Transport costs that retailing outlets adamantly refuse
to take as their charge.

 Restaurant closures in the wake of Covid-19 have dried
up a huge food outlet for wholesale market operators.

 Food consumption patterns also change as the health

crisis converges with an economic one, reducing
income, increasing uncertainty and triggering coping

strategies.

Source: 

 Red meat – taking a longer view, Duncan Wyatt 

 Dairy market outlook - the longer view, Patty Clayton 

 What does Brexit mean for UK fresh produce?, Fred Searle

 PWC, How Covid-19 is changing food retail 2020

 Food and Agriculture Organization of the United Nations, 2020 
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Current trends 

Global oil prices: 

 Global oil demand contracted by 8.8mb/d in 2020 as a
result of the impacts of the Covid-19 on the global

economy.

 Additional supply entering the market in addition to the
low demand put even more pressure on prices, leading

OPEC+ countries to agree on supply cuts from May/20.

 Global energy transitions affecting the Oil industry;

 Companies looking to balance investments vs. plans to
cutting emissions.

 Weaker transport fuel demand - vehicle efficiency
measures.

 Aviation sector highly impacted by Covid-19 and should
take long to return to pre-crisis level;

 World's oil production capacity is expected to continue
to rise – risk of oversupply.

 Slow economic recovery expected for 2021.

Fuel wholesale/distribution: 

 Lower demand from end markets (aviation,
transportation, marine, construction; industrial).

 Lower sales to retail (petrol stations).

 Segment will rely on related sectors recover (transport,
travel, construction).

 Might continue to see pressure on the price side,

following global pricing volatility.

 Investments plan to be put on hold by businesses until
oil demand begins to recover.

 Businesses cash flow under pressure once demand and
consequently revenues are in a lower level – preserving
cash would be crucial on this environment.

Fuel Retail: 

 Volatile oil prices.

 Intense competition (supermarkets aggressive on price).

 Government initiatives related to hybrid vehicles
(Feb/20 the UK Government announced a plan to bring

forward the ban on new petrol and diesel vehicles from
2035 to 2040).

 Operators to adapt with expansion of convenience
stores options.

 Alternative streams from biodiesel and hydrogen

fuelling as some of the options for diversifying the
business.

 Vaccines rollout and a successful exit of lockdown
will be key for retail fuel demand recover.

       Rolling Annual Indices of Road Traffic in 

        Great Britain from 1994 (2017 onwards shown) 

Outlook 

 2021 Q1: prices expected to consolidate around current

levels as OPEC+ will only gradually phase out its
production cuts.

 2021 Q2: some recovery in demand expected (in line
with macro scenario forecasts), but also larger increase
in supply.

 2021 Q3 – Q4: Prices to increase moderately in Q3 and
Q4 as global recovery picks up.

FUEL SECTOR 

Source: 

 Fuel Oil News 

 Petro Retailers Association UK

 Department for Transport 

 UK Government 

 Refinitiv, Allianz Research 
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Current Trends 

Closed/paused activity: 

 The arts, entertainment and recreation industry had the

highest percentage of businesses that were temporarily
closed or paused trading, at 22%. This was followed by

the accommodation and food service activities industry
and the administrative and support service activities

industry, at 18% and 16% respectively.

Decrease in turnover & profit: 

 The sector was more impacted than other sectors with
three industries where more than 50% of businesses

experienced a decrease in turnover, compared with 45%
across all industries.

 72% of accommodation and food service companies saw
a decrease in turnover.

 The same three industries also had the highest

percentages of businesses experiencing a decrease in
profits – with accommodation and food service activities

industry, highest at 71%.

Cash reserves: 

 The accommodation and food service activities industry
had the highest percentage of businesses that had no

cash reserves, at 6% highlighting possible liquidity
concerns. The same sectors have no or low confidence

that their business would survive the next three months,
at 32% and 16% of companies respectively.

Factors affecting the sectors 

2020 has been the most difficult year in Hospitality with the 

huge disruption caused by Covid-19. Consumers' belts are 

tightening with the continuing fragility of the European and 

UK economies and the impact of the Government’s austerity 

measures. Brand strength and effective distribution channels 

are becoming more important than ever. The sector is very 

competitive and dependent on consumer confidence. Two 

main factors influencing the outlook in Hospitality are:  

Cost: 

 Increasing wage costs with Minimum Wage / Living
Wage developments means the industry is facing higher

headcount expenses.

 Business rates are becoming one of the biggest
overheads for businesses.

 Increased food prices and companies are unable to pass
on cost to consumers, squeezes margins.

 High debt to service (increase debt from CBIL) and
deferred tax/VAT.

Consumer behaviour: 

 Before Covid-19, approx. 25% of food is consumed
outside of the home in pubs, cafes, restaurants etc. There

has been significant changes to people’s eating and
shopping habits since Covid-19 and subsequent

lockdown measures.

 Falling consumer spending as spending patterns evolve:
having more choice over where to spend and what to

spend on, nonetheless being due to sluggish wage
growth and economic uncertainty, is no doubt reinforcing

cautiousness of spending.

Outlook 

 We forecast +31% increase in insolvencies (c. 4,500
companies), one of the key sector affected will continue

to be the Hospitality Sector.

 In the 12 months ending Q4 2020, the three industries
experiencing the highest number of insolvencies are as

Construction (2,042 insolvencies) and Accommodation &
food services (1,701 insolvencies)

 Accountancy firm Price bailey stated that 326 hospitality
and tourism business including hotels, restaurants and
pubs became insolvent between 04/20-06/20 down 49%

suggesting the government support has created ‘zombie’
companies that are likely to collapse once the

government aid comes to an end. Government measures
such as furlough scheme, loan initiatives and rent

moratorium have kept such companies afloat.

 A survey by UK Hospitality in partnership with data

experts CGA found more than three quarters of
hospitality business in the UK are at a risk of insolvency

within 12 months.

 In Q4 2020, there were 3,071 registered underlying
company insolvencies – +17% from the previous quarter.

The increase was primarily driven by an increase in
creditors voluntary liquidations (CVLs) and company

voluntary arrangements (CVAs). Comparing all other
company insolvency procedures, they saw a decrease

when compared to the statistics from Q3 2020. (The
Insolvency Service).

HOSPITALITY SECTOR 

Source: 

 Official Insolvency Stats - Company Insolvencies England & Wales 
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Current trends 

The conclusion of the UK-EU Trade & Cooperation 

Agreement (TCA) provides some certainty following the end 

of the post-Brexit transition period, but many challenges still 

loom for businesses. However, alongside this certainty, there 

are also significant changes to which the UK businesses will 

have to adapt to enable them to continue to do business with 

the EU.  

Under the rules-of-origin requirements, manufacturing 

businesses will need not only to claim zero tariffs for 

qualifying goods that do not originate wholly in the UK but 

also be able to prove that goods comply with the rules-of-

origin requirements. These changes will affect trade between 

the UK and the EU, and there will also be changes for 

businesses operating between Great Britain and Northern 

Ireland. 

The IHS Markit/CIPS UK Manufacturing PMI was revised 

sharply higher to 54.1 in January of 2021 from a preliminary 

of 52.9, but below 57.5 in December. The index showed the 

UK manufacturing sector slowed sharply at the start of 2021 

as output growth eased and new orders fell slightly as 

producers faced weaker inflows of new export work and 

temporary supply-chain disruptions caused by the Covid-19 

restrictions and transport delays (especially at ports) 

following the end of the Brexit transition period. The main 

positive influence on the PMI was a marked lengthening of 

supplier lead times, which (apart from April 2020) was the 

greatest on record. 

It remains that the majority of firms still sit within the no-

change bracket as trade stalls due to weak demand and 

Brexit related bureaucracy slowing down inbound and 

outbound trade. The latest lockdown is reported to be 

impacting most manufacturers in a similar way to previous 

lockdowns, and manufacturers have seen a fall in sales and 

orders respectively over the last lockdown. Manufacturers 

continue to operate under extreme circumstances, whilst still 

keeping jobs alive in many regional economies. 

Outlook 

 The manufacturing sector still needs support from the
Government in order to prosper. The extension of the

furlough scheme was well received and there is a clear
recognition that the sector needs an investment led

recovery.

 In particular, the sector requires a long-term strategy
aimed at creating the conditions required for the

innovation, skills, and investment on which the industry
thrives. The promise to consult on further changes to R&D

was also welcomed.

 With the right support from Government on managing

the impact of the pandemic and the aftermath of Brexit,
the industry can look forward to improving production

capacity levels.

MACHINERY & EQUIPMENT SECTOR 
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Current trends 

European apparent steel consumption in 2021 is now 

expected to return to pre-coronavirus levels, according to the 

latest outlook issued by regional steelmakers. In 2020, 

apparent steel consumption fell some -13% year-on-year, 

slightly less than the previous expectations issued in October 

2020.  

The Steel market has experienced sharply increased prices 

with iron ore reaching a 6-year high earlier this year with 

strong demand from China due to a ramp up of industry 

activity and steel mills have needed to react to this by rising 

prices to cover increased input costs. British Steel first put the 

industry on notice in early December for a £30 a tonne New 

Year rise, blaming raw materials costs and a surge in global 

steel prices.  

Steel prices have risen further in Q1 this year and the 

concern for some in the construction sector is that these price 

rises are all too sudden and reactive, and the industry needs 

more stable pricing. Structural steel prices have risen by £250 

a tonne from around £500 a tonne last summer. The speed of 

the rise is unprecedented and not just due to high raw 

material costs, but quotas and scrap availability have played 

a part here.  

With the demand for ESG (Environmental, Social and 

Governance), investing, green factors are a consideration in 

terms of metal prices and the move from oil & gas to more 

environmentally friendly power is evitable. In terms of metals 

that will do well from this development of electrical power 

and battery demand, the likes of platinum, silver, copper and 

nickel will be needed. We have seen copper hit a ten-year 

high recently of $8,930 a tonne recently and the huge global 

investment in more green technologies likely to continue to 

support higher prices.  

The UK based steel stockholders/processors have all 

reported fairly stable demand and the rising prices has seen 

increased buying activity with shortages seen in some 

products. We have stayed engaged with NASS (National 

Association of Steel Stockholders/Processors), the industry 

body and across the industry; the steel 

stockholders/processors have been very pro-active in 

providing us with up-to-date management accounts and 

often advising on purchasing strategy. This has enabled us to 

be supportive by increasing exposure and flexible by 

reallocating cover and in some cases writing temporary 

limits. Most have seen a good start to the year and growing 

optimism within the sector due to improved demand in line 

with the rising steel prices.  

Outlook 

 The majority of businesses have adapted well to social
distancing measures and factory output rose marginally

coming into 2021 although some manufacturers have
struggled with supply chain difficulties and port

disruption.

 The market is likely to see steady demand although some

stock issues in the short-term with some shortages in
availability. The main concern is at the steel producer end

and likely supply disruption due to well-reported
difficulties with one of the major players.

 As for steel using sectors, the automotive sector is
expected to be one of the main drivers of the demand
recovery in 2021.

 Activity in the construction sector is also expected to show
a good recovery with increased activity within the sector
supported by infrastructure spend projects.

 In the UK, we have seen demand increase within the HS2
project and joint venture businesses now sourcing steel
for this project.

METALS SECTOR 
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Current trends 

UK printing and printed packaging has rebounded from a 

record low – but the recovery has not been comprehensive at 

this stage.  The Covid-19 outbreak hit at the end of Q1, Q2 

bore the brunt of the impact and Q3 has exhibited a recovery 

but forecasts for Q4 suggest that, in light of the Covid-19 

resurgence and subsequent enforced regional lockdowns the 

road to recovery is likely to be W-shaped rather than a V.  

Many printers have managed to increase their output levels 

however, many have not been able to maintain steady levels 

of output with orders still below normal levels or have an 

unfavourable customer mix at present. Printers serving 

sectors such as events, tourism and hospitality have been 

especially badly hit and many had to pivot into other areas 

in order to keep themselves afloat. We have seen some 

printers have to close where predominately aimed towards 

the hospitality sector and not able to replace lost income.     

Market sector in print is key with businesses associated with 

pharma or online shopping have boomed. Printers that offer 

their services direct to the public online, either via gifts, cards 

or publishing have also fared well. The packaging and label 

sectors witnessed a sharp rise in demand due to the surge in 

online activity.   

The Covid-19 crisis has been a mixed bag for paper and 

packaging players. On the one hand, some (packaging-

paper companies) have benefited from an increase in online 

shopping with the consequent demand for corrugated 

packaging that is required to ensure that goods are 

protected rising, as well as consumers stocking up on 

essentials, such as toilet paper especially at the beginning of 

the pandemic.  

On the other hand, graphic-paper producers have suffered 

significant volume drops.  

Declines in volume have been driven by new Covid related 

factors but also exacerbated existing downward trends in 

certain markets driven by but not limited to reduction in 

office printing/paper consumption due to the rise in home 

working, advertising spend being reduced due to lower 

discretionary spend and tighter spending control by 

businesses combined with a shift to online and digital 

advertising.  

Outlook 

 Despite the trend of declining demand, with lockdowns
easing along with a vaccine program the sector should
rebound but a stronger consideration of end user market

must occur as well a focus on the ability to adapt to
capacity demands along with an ever more increased

focus on reducing costs and preserving cash.

 Lockdown through 2020 also had an effect on paper mills
with some initial imbalances in supply though many

paper companies across Europe have now brought new
capacity online late in 2020 or scheduled to do so

throughout 2021.

 The manufacturers have been announcing price rises on
the back of significant raw material increases, energy and

logistics costs. This has been after a period of stable
prices, but now find themselves under severe pressure to

raise prices. This will be as further challenge for printers
who already operates on thin margins.

PAPER / PRINT SECTOR 
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Current trends 

 The estimated turnover is c$928b for 2020, with 3%
CAGR over the last 10years

 It is a highly regulated sector.

 Dynamic, rapidly changing and challenging

environment with advances in science/technology.

 Resilient, high demand, sizeable drug spending
irrespective of economic cycle.

 In the UK – Single Primary Customer & Fixed Prices.

 Sizeable portion of the budget on health:
 February 2021: £230b
 January 2020: £178b initially + £21b during the

year

 Major players, especially manufacturers have

relatively sound fundamentals.

 Sector classification ‘Green’ that means low-medium
risk.

 Sector includes manufacturers, suppliers,
wholesalers, retailers, and health care providers.

 The chain is closely linked in the sector and risk
increases with movement down the chain.

Outlook 

 Two current issues are Covid-19 and Brexit.

 Sector getting through the Covid-19 pandemic
rather well with State support through spending to
contain the outbreak, deterioration therefore not

expected.

 The growth forecast is up +6%

 Sales in the year 2021 double the average rate in

the last 10 years due to the current pandemic and
subsequently increased healthcare spending.

 World in process of vaccine rollout: expected sales &
profit with upstream & downstream benefits. 11
billion doses of vaccine orders worldwide, with

AstraZeneca, Pfizer, Novavax, Sanofi, and Moderna
in the lead.

 EU is the UK’s largest single export market, EU free
trade deal welcome as disruption to companies,
patients, researchers, & government avoided.

 Cross-border manufacturing, regulatory processes &
research operations to align with International
standards.

PHARMACEUTICALS SECTOR 
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Christmas 2020 

 Traditional trading patterns turned on their head by
a series of lockdowns and restrictions. Consumer
demand in December 2020 was heavily concentrated

in the window between restrictions with consumers
juggling purchases between physical and online

platforms.

 Food sales remained strong throughout helped by
enforced closure of the hospitality sector. In contrast,

demand in non-food was patchy with household
goods enjoying better growth than traditional gifting

categories (e.g. clothing, jewellery, cosmetics and
books).

 Consumer demand was generally strong but the
retail sector only operates to its full potential when

all channels are open and able to support each
other.

Channel shift from stores to online 

During 2020, we saw a significant shift in how people 

have been able to shop and forced many retailers to 

change the way in which they operate. Overall, online 

sales growth rapidly increased and the e-commerce 

segment saw 7 years of growth in seven weeks.  

Outlook 

 Looking ahead over the next 12 months, many
retailers will be hoping that the major impacts of
Covid-19 will be behind them heading into second

half of the year. However, new variants of the
coronavirus may cause further problems for the

economy.

 The mass vaccine programme is well underway; the
fallout from the pandemic and slow easing of

restrictions will further affect the economy for the
remainder of 2021 and perhaps into 2022.

 The return of consumer confidence will depend on
the rate and efficiency of the vaccine rollout. The

expectation is that unemployment levels will
continue to impact on the retail sector in 2021, with

the current unemployment rate at 5%. It should be
noted that the level of savings amassed by

individuals that have continued to work throughout
2020 and 2021 have increased significantly.

Slow start to 2021 

After a bleak January, sales performance in February 

saw a return to growth in the retail sector with just 1% 

year on year growth as high street stores across the 

country kept their doors closed. Food and drink, 

technology, homeware and accessories recorded strong 

growth both online and in the high street. Online 

channels recorded strong sales across all categories 

whilst high street clothing, beauty and health categories 

continued to decline. However retail sales performance 

in March improved largely to grocery sales. Now that 

the government’s road map is in place and a vaccine 

rollout is moving at pace there is some light at the end of 

the tunnel for non-essential retailers.  

Extension to the Covid-19 support packages such as 

business rates relief and the furlough scheme through 

the summer provided short-term relief for the retailers. 

Conditions will continue to remain challenging as 

retailers faced subdued demand, lower margins and 

rising logistic costs.  

RETAIL SECTOR 
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New Opportunities 

The pandemic has caused havoc in the retail sector but at 

the same created some interesting opportunities.  

M&S recently announced that it will be selling clothes from 

eleven rival brands on its website from this spring in a bid to 

boost its online sales and it will be selling products from 

fashion retailers such as Hobbs, Phase Eight, Joules and The 

White Stuff. This is part of its ongoing transformation 

programme.  

Other brands set to be marketed on the M&S website from 

spring include the menswear brands Jack & Jones and 

lingerie brand, Sloggi. These will appear alongside other 

M&S products while their own “Classics” ranges are been 

reduced.  

Next, a business which has numerous third party brands on 

its website took a 25% stake in Reiss on 10th March which 

will allow the chain to use Next’s online infrastructure. 

Boohoo and Asos have also acquired high street brands like 

Karen Millen and Topshop as they attempt to attract a wider 

customer base. 

Competing demands for disposable income 

Although the government budget gave retailers short-term 

life with the Covid-19 stimulus extended after the summer. 

The conditions continued to remain challenging as they 

faced subdued demand, lower margins and rising logistic 

costs added to the accelerated changes to the sector.  

Expectation is that the hospitality and leisure sectors will be 

at the forefront of people’s minds when the lockdown 

restrictions are eased and people are able to mix more with 

friends and family. There is an expectation that there will be 

a return to physical shopping, but this will be largely down to 

social distancing rules as the current restrictions are lifted. 

The “e-commerce” revolution 

Investment from retailers in new technology will continue to 

remain critical in 2021 and beyond. 

The IPO market has been buoyant in Europe, as extended 

lockdowns have fuelled investor enthusiasm for digital 

companies. In September 2020, we saw the largest IPO since 

2015 when The Hut Group raised £1.88 billion on its stock 

market debut giving it a valuation close to £5.4 billion and 

the UK’s largest technology IPO. The Hut Group owns online 

retail brands as well as its own resale platform used by other 

third party brands. 

Moonpig, the online greetings cards and personalised gifts 

retailer became the first major tech IPO in February 2021. 

The increase in IPO’s highlights the fact that lockdown 

winners are capitalising on increased demand from investors 

and a recovery in valuations across global markets. 

Conclusion 

As we head into summer 2021, there remains factors that will 

determine the size and speed of the sector’s recovery that 

are out of the retailer’s hands such as: 

1. Health of the economy,

2. The duration of the lockdown,
3. Social distancing restrictions,

4. The speed of the roll out of the vaccines.
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Current trends 

 The economic output for travel fell by 86% for travel
agents and tour operators and 90% for aviation,
between February and December 2020 (source:

ONS)

 About 160,000 jobs have been lost and many
businesses have closed their doors for good since the

start of the pandemic. The sector contributed £80bn
to the UK economy prior to the Covid19 outbreak in

March 2020.

 The UK government provided some welcome relief by

considering removing restrictions on international
travel, but not before 17 May 2021 at the earliest.

 Demand for domestic & international holidays
jumped overnight following the government’s review
for easing of travel restrictions.

 The UK's biggest holiday firm, Tui, said bookings for
foreign trips jumped 500% since the government
announced a roadmap to the easing of restrictions.

Outlook 

 The Outlook remains bleak for the travel sector and
Bloom Consulting research indicates that 35-45% of
the market are not prepared to travel abroad until

the pandemic is firmly under control. More
alarmingly, 15% have stated that they would not

take an international break even when the virus is no
longer a threat.

 According to Statista’s Mobility Market Outlook the
global travel and tourism sector is not set to recover to
pre-pandemic levels until 2023. They forecast an

increase in revenues by 50% for 2021 when compared
to 2020.

 Increased travel agency/operator failures are
expected this year, especially among smaller

companies who may lack scale or a niche/specialist
focus. A lower failure rate is expected for online

agencies as they do not carry the higher overheads
that a traditional bricks & mortar high street agency

would.

 Travel Weekly forecast more travel firm failures
without a ‘decent’ summer season.

 Consolidation within the sector is also expected this
year as companies try to insulate their business by
offering a wider range of services in the hope that a

fall in demand in one sub-sector can be offset by
maintaining or increasing it in another sub-sector.

TRAVEL AGENTS AND OPERATOR SECTOR 




