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Building a better
working world



About EY

EY is a global leader in assurance, tax, transaction and consulting

services. The insights and quality services we deliver help build trust and
confidence in the capital markets and in economies the world over. We develop
outstanding leaders who team to deliver on our promises to all of our stakeholders.
In so doing, we play a critical role in building a better working world for our people,
for our clients and for our communities.

Disclaimer

This material has been prepared for general informational purposes only and is not
intended to be relied upon as accounting, tax or other professional advice. Please

refer to your advisors for specific advice.

The views of third parties set out in this document are not necessarily the views of

the global EY organization or its member firms. Moreover, they should be seen in
the context of the time they were made.

Private and confidential

Contact

Josh Dunn

Senior Manager, Local Public Services, EY

Tel
Email:

07795238565
josh.dunn@uk.ey.com
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Global economies have bounced back from Covid . ..

GDP growth, 2019-2022
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Source: IMF July 21, EY Item Club for UK
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Manufacturing - Total

Mining & Quarrying

Agriculture, forestry & fishing
Arts, entertainment and rec
Transportation and storage
Other service activities

Electricity, gas, steam and air
Water supply

Accommodation and food service
Construction

Financial and insurance

Public administration and defence
Education

Administrative and support
Human health and social work
Information and communication
Wholesale and retail trade
Professional, scientific and tech
Real estate activities

Source: Oxford Economics (May Forecast)

Sector Forecast Growth 2019 - 2025

-20.9%

B 1.6%

1 1.0%

| 2.7%

I 5.3%
I 9.3%
l 4.2%

W 2.1%
 3.1%

N 4.3%

N 4.6%
I 8.4%
I 14
I |
I 10.7%
I 15

I 9.5%
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Although the recovery is now running into supply constraints

UK GDP MoM
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UK CPI inflation (Q/Q annual change, %)
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Part of a global phenomenon . . that could see higher interest rates

CPl inflation (12-month, %)
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The labour market remains buoyant, even with the tapering of furlough ...

Unemployment - UK

%

Claimant count
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Source: OBR, EY ITEM Club
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Job vacancies - UK
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While household finances are in good shape (for most) . ... lockdown spending patterns
could be sticky

Household savings % online retail sales
£b in cash terms — All retailing
370 - - Food stores
L Textile, clothing and footwear stores
350 1 60.0
330 4 " 50.0
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E
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]
290 °
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270 - Household consumption 10.0 B
Household disposable income /
250 T T T T T T , 0.0
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2019 2020 2021
Source : EY ITEM Club/Haver Analytics/ Eurostat
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Although savings are largely held by the better-off which may reduce “bang-for-the-
buck” ...

UK: Change in savings by type of household UK: Households' plans for pandemic savings
Savjngs decreased Savings increaged

Hold in a bank account

Retirees
Spend it

Unemployed Pay off debts

Put a deposit on a property
2021 H1

m 2020 H2

Low-income employed Invest in financial products

Fund home improvements
Middle-i loyed
iddle-income employe Gift it

o Top up pension
High-income employed

| | | Other

-20 -10 10 20 30 | |

60 80
% balance .
Source: Bank of England/NMG Survey Source: Bank of England/NMG survey % of respondents




And longer term aspirations on sustainability may need to be tempered by the reality of

pricing . . ..

Sustainability
May Jun Jul Oct Feb May

will pay more attention to

64% P the environmental impact of
53% 54% 51% 52% , -
— — their consumption

see sustainability as more
40% 43% 43% 45% | Aq90z B important than before the
outbreak

-/

will pay premium for more

28% 26% 25% 24% 30% J sustainable goods and
services

=/

think brands have a
70% 67% 68% 69% = 73% [ responsibility to make
- positive change in the world

&

Source: EY Future Consumer Index, May 2021
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Affordability

May Jun Jul Oct Feb May

52% 51% 54% 55% 55% 539%, see price as more
important

o, § Will focus more on value for
58% 60% 58% 58% | 60% :
money in future
83% 789 78% 78% 79% are concerned about the
— 78% J impact of COVID-19 on
their finances

50% > '
% 39% 37% 359 43% 40% are purchasing only

essentials



UK attractiveness looks set to improve

Which European countries do you believe will be the
most attractive for foreign investment in 20217

UK

France

Germany

Italy

Spain

Netherlands

Belgium

Greece

Finland

Bulgaria

0%

4%

Q0

°11%
11%

10%

10%

10%

20%

B Oct-20 m2021

31%

PAY)

26%

Source: EY’s European Attractiveness Survey 2021 (550 C-suite interviews)
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To what degree do you think the UK’s attractiveness will
evolve over the next three years?

40% = Will improve = Will stay the same = Will decrease
43%
39%
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Source: EY’s UK Attractiveness Survey 2021 (570 C-suite interviews)
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EU Exit (and Covid) will impact the shape of the economy . . ..

UK FDI sectors seeing the strongest growth in projects in UK FDI sectors seeing the biggest declines in projects in

2020 compared to their 10-year average 2020 compared to their 10-year average
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The Private Sector has identified key investment expectations. ..

What are your investment criteria when considering
investing in the regional locations outside of London in

the UK?

Availability and skills of local workforce

Strength of business networks locally

Access to regional grants and incentives for
investment/R&D

Support from regional economic advisory bodies
Telecommunications and technology infrastructure
Strength of transport infrastructure

Availability of business partners and suppliers

Local quality of life such as local schools, housing,
cultural and sporting events

Strength of local education both trade and
academic

Cost and availability of real estate locally
Local labour costs

Other (please specify)

Source: EY’s UK Attractiveness Survey 2021 (570 C-suite interviews)
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21%

21%

21%

P
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20%

17%

17%

15%

15%

12%

Which of the following themes will be more important to

your investment strategy as a result of the COVID-19

pandemic?

Quality of health system

Sustainability and climate change

Digital customer connectivity

Ability to deploy technology to transform operations
Changing economic model in major city centers

Role of government in the economy

Deglobalisation

Political risk

Other (please specify)

— 44%

I, 43%
A, 3%
39%
34%
33%
31%
27%

0%

0% 10% 20% 30% 40% 50%

Source: EY’s European Attractiveness Survey 2021 (550 C-suite interviews)
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“Levelling up” is cutting through, and there is an opportunity to deliver ...

: : 5
Wk resfom i dhe LI de o 556 26 e Do you plan to change your supply chain model in future-

most attractive to establish operations?

London PEY 46%
Scotland

South East of England
East Midlands

East of England

North West of England 52%
North East of England
South West of England

West Midlands

Yorkshire and the Humber

Wales

H Yes No M Dont know

Can’t say m 2021 2019

Source: EY’s UK Attractiveness Survey 2021 (570 C-suite interviews) ) o )
Source: EY’s UK Attractiveness Survey 2021 (570 C-suite interviews)
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But structural compositions of localities are well entrenched...

Measures of inequality in regional GDP per capita, by country

2.5
©80/20 ratio 90/10 ratio e ® ® 4
P e o o
[ ]
2.0 o2
[ ]
[ ]
o ©® ¢ -
o © ¢
° [} * ¢
S ) * ¢ ¢ ¢ o
- R o 0= > -
o * *
e . ® o . . ° S S
= o S ¢ -
o ¢ ¢ v
o *
5
.©
= 1.0
o
0.5
(0X0]
VS FLF PR AT I LS LA LS RSP
P ¥ L & @& &S RSN R RR SR N
P & VS Y @ &R NGRS P A ORI S & O
Q\@Q o S ¢ < Q\z\/@ <& o ‘&e} o ‘{c& () Qef\ R Q@é\ T © R
& & ¥ S 23

v

Source: IFS; 19/08/20

Page 14



How long (if ever) will it take to return to normal?

Mobility data - Greater London Number of UK flights
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Implications for Local Leaders

> Recovery; BEconomic recovery has been strong to date, but has clearly slowed. This slowdown was
driven Blby Covid impacts on supply of labour and goods, which is also fuelling inflation, but disruption

should fade over time

» Investment Outlook; BIFiscal and Monetary policy likely to remain supportive — although UK may be

more hawkish than others

> Shift to Policy Focus; Attention will now start to turn to medium term economic and policy issues —

Global Britain, Levelling up, future consumer, future of work, net zero etc

> Megatrends Facing First Challenges; Sustainability and net zero agendas will face resistance from cost-

conscious voters

» Comprehensive understanding of local economic, labour and capital structures vital in setting economic
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