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September’s GDP was still 8% 
lower than in February, and 
growth was weakening before 
the second lockdown 
16th November 2020 
 

Introduction: growth slowed further in September… 

GDP rose by a less than expected 1.1% (MOM) in September, following growth of 2.2% (revised) in August, 
confirming the loss of growth momentum through the third quarter.1 (August’s growth had been boosted 
by the easing lockdown restrictions, the Eat Out to Help Out Scheme and buoyant domestic “staycations”.) 
Moreover, GDP in September had not fully recovered from the record falls seen across March and April 
2020 – by a sizeable margin. It was still 8.2% below the levels seen in February 2020, before the full impact 
of the coronavirus pandemic. Services growth slowed to 1.0% (MOM) in September, production to 0.5% 
(within which manufacturing rose by only 0.2%) and construction to 2.9%.2   

As discussed in a recent Perspective, Markit surveys have suggested growth lost further momentum, 
growth was weakening, in October.3 Given the renewed lockdown in November and expectations that 
restrictions will remain tight in December, it can be expected that GDP will slip in the fourth quarter. The 
Bank recently suggested GDP would fall by around 2% (QOQ) in 2020Q4 and this has been factored into 
chart 1, along with the ONS’s latest data for September.4 The implied annual fall in GDP for the year 2020 is 
just over the 11% projected recently by the Bank.   

Given evidence that the recovery is faltering, it has been reported that the Chancellor is preparing to take 
emergency action to support consumer spending (as a priority) at some point, but has (so far) refused to be 
drawn on specific measures.5-6 More information may be provided in the Spending Review for FY2021 on 
25 November 2020, prior the March 2021 Budget.7    
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Chart 1 Possible GDP scenario, 2018=100 (rebased), monthly data, annual data  

 
Sources: (i) ONS, “GDP monthly estimate: September 2020”, 12 November 2020; (ii) Bank of England, 
“Monetary Policy Report, November 2020”, 5 November 2020.  
Data are extrapolated for October-December to be consistent with a 2.0% QOQ fall in 2020Q4. 
 
 

…whilst GDP growth was 15.5% in 2020Q3… 

GDP recovered by a record, but slightly less than expected, 15.5% (QOQ) in 2020Q3, after the record 19.8% 
decline in 2020Q2, as lockdown measures were eased during the quarter. But it was still 9.7% lower than in 
2019Q4, prior to the pandemic.8 Charts 2a and 2b show the output indices for the main aggregates and a 
break-down of the services sector, for 2020Q1 to 2020Q3.  
 
Services rose a record 14.2% (QOQ) in 2020Q3. The increase in services output in 2020Q3 was partly driven 
by 30.7% (QOQ) growth in wholesale and retail trade and repair of motor vehicles and motorcycles, with 
the retail trade experiencing a strong growth in non-food stores and a record proportion of online sales. 
Accommodation and food services also made a notable contribution to services growth, particularly in July 
and August because of the combined impact of easing restrictions and the Eat Out to Help Out Scheme, 
which boosted consumer demand for restaurants and bars. Within accommodation, there was also a boost 
from domestic “staycations” in 2020Q3. However, it is worth noting that output in accommodation and 
food services was still around 29% below its level in 2019Q4. 
 
Production output rose a record 14.3% (QOQ) in 2020Q3. Within production, manufacturing output grew 
by 18.7% (QOQ) in 2020Q3, after the record 21.1% decline in 2020Q2. The growth reflected an increase in 
12 out of the 13 manufacturing sub-sectors, most notably the manufacture of transport equipment. 
Manufacture of pharmaceutical products, however, fell in the quarter, though this decline mainly reflected 
a fallback from a general higher demand for pharmaceutical products in 2020Q2. Finally, the construction 
sector recovered by 41.7% (QOQ) in 2020Q3. The quarterly expansion reflected increases in both new work 
and repair and maintenance following the reopening of construction sites after the easing of lockdown 
restrictions. Private new housing was the largest contributor to growth in 2020Q3. 
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Chart 2a GDP, main aggregates, 2018=100, 2020Q1-2020Q3 

 

 
Chart 2b Services break-down, 2018=100, 2020Q1-2020Q3 

 

Sources: ONS, “GDP first quarterly estimate, UK, 2020Q3”, 12 November 2020. 
 

Turning to the main expenditure components of GDP, firstly, household consumption increased by 18.3% 
(QOQ) in 2020Q3, although it was still 12.4% down on 2019Q4. The increase in 2020Q3 was driven by 
higher spending on restaurants and hotels and transport, the latter mainly a reflection of higher spending 
on cars and fuel. Other areas of increased spending such as clothing and footwear, miscellaneous goods 
and services and furniture and household equipment also made positive contributions in the quarter. 
Secondly, government consumption increased by a relatively modest 7.8% (QOQ) in 2020Q3. An increase in 
the volume of activity in health and education accounted for nearly 90% of the pickup in government 
consumption. Healthcare consumption grew by 12.2% (but still 25.2% lower than in 2019Q4), whilst 
education consumption was 22.5% higher in the quarter (but still 17.3% lower than in 2019Q4).  
 
Thirdly, there was an increase of 15.1% (QOQ) in gross fixed capital formation (GFCF) in 2020Q3, despite 
the uncertain outlook for many businesses, but still 10.6% lower than in 2019Q4. Dwellings investment 
picked up by 71.2% as many of the UK’s large housebuilders returned to sites, whilst business investment 
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rose by 8.8%, driven by increases in investment in buildings, ICT equipment and transport. Finally, on the 
external side, there was a narrowing of the trade surplus from 3.6% of nominal GDP recorded in 2020Q2 to 
just 0.9% of nominal GDP in 2020Q3, reflecting the fact that imports rose faster than exports. However, it 
should be noted that this figure includes precious metals (see below for discussion under the trade figures). 
When these are excluded, the UK had a trade surplus of 2.5% of nominal GDP in 2020Q3.  
 

…whilst external trade remains in surplus 

The trade balance (goods and services) continued to show a surplus in 2020Q3.9 However, the ONS’s 
analysis of the trade data is complicated by the distorting effects of swings in trade of precious metals 
(including non-monetary gold (NMG)) and they publish two sets of data: a preferred “underlying” series 
(excluding precious metals) and a total series (including precious metals). 
  
There was an “underlying” total trade surplus of £4.2bn in 2020Q3, compared with a surplus of £7.6bn in 
2020Q2, as imports rose by more than exports. Within the total, the goods deficit widened to £24.9bn 
(compared with £22.5bn in 2020Q2). The increase in goods exports and imports was driven mostly by 
increases in machinery and transport equipment, particularly road vehicles such as cars, and smaller 
increases in miscellaneous manufactures and material manufactures. Moreover, the services surplus 
decreased to £29.1bn (from £30.1bn). The main drivers of the change in exports and imports were travel, 
other business services and intellectual property. Removing the effect of inflation, the underlying total 
trade surplus narrowed to £7.4bn (QOQ) in 2020Q3 (from £8.2bn in 2020Q2), as imports rose more than 
exports. This would marginally reduce GDP growth in the third quarter, other things being equal. 
 
Table 1 also shows the total trade balances. The total trade surplus fell to £5.1bn in 2020Q3 (from £16.9bn 
in 2020Q2), whilst the goods deficit widened to £24.0bn (from £13.2bn). There was a large adverse 
movement on precious metals, which recorded a surplus of just £0.9bn in 2020Q3, compared with a 
surplus of £9.3bn in 2020Q2, a significant swing. Indeed, the swing in the precious metals component 
accounted for over 70% of the deterioration in the total trade balance in the quarter.    
 
Table 1 Trade (goods and services), balances (£bn) 

 2020Q2 2020Q3 Change 

“Underlying” balances:    

Goods (excluding precious 
metals) 

-22.5 -24.9 -2.4 

Services 30.1 29.1 -1.0 

Goods and services 7.6 4.2 -3.4 

    

Actual balances:    

Goods (total)  -13.2 -24.0 -10.8 

Services 30.1 29.1 -1.0 

Goods and services 5.1 16.9 -11.8 

    

Memo item:    
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Precious metals  9.3 0.9 -8.4 

    

Source: ONS, “UK trade: September 2020”, 12 November 2020.  
 

GDP 2020Q3: an international comparison 

Several countries have published first estimates of GDP for 2020Q3, including the US, Germany, France, 
Italy and Spain.10 These initial estimates show record rises in GDP in 2020Q3 in all of these countries 
following record declines in the previous quarter. However, despite the record expansions in GDP in 
2020Q3, the level of GDP in each of these countries remains below where it was before the effects of the 
coronavirus pandemic. Considering the cumulative fall in GDP in the first three quarters of this year, of this 
group of countries, the UK experienced the largest drop. The UK economy is still 9.7% lower in 2020Q3 
compared with 2019Q4 (chart 3). This is more than twice as large as the cumulative drop in GDP observed 
in Italy, Germany and France and nearly three times the size of the cumulative drop of 3.5% in the US.  
 
As we have discussed recently, the UK’s relatively poor performance may be explained by structural 
differences (Germany, for example, has a large production sector compared with the UK), but there is also 
evidence that the UK has maintained stringent restrictions for longer than other countries.11 In addition, 
the ONS commented that differences in measuring non-market output in different countries may have 
distorted the comparisons. “…international comparisons should be made with care if the estimates being 
compared are based on different approaches to measuring the volume of non-market output”. 
 
Chart 3 GDP, indexed 2019Q4=100, for key countries 

 
Source: ONS, “GDP first quarterly estimate, UK, 2020Q3”, 12 November 2020.  
 

Increases in unemployment and redundancies accelerate…  

The labour market continues to deteriorate. The ONS’s latest Labour Force Survey (LFS) data, to 
September, showed accelerating increases in both unemployment and redundancies. However, it can still 
be argued that the data, weakening as they are, remain deceptively “strong”, as the furloughed workers 
scheme (now extended to end-March 2021) continues to support employment, restraining redundancies 
and unemployment rises.  
 
The headline unemployment number rose sharply, by 243,000 (QOQ), in the three months to September to 
1.62mn, to be 318,000 higher YOY.12-13 The unemployment rate (the proportion of the labour force that is 
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unemployed) was 4.8%, 0.7 percentage points higher (QOQ) and 0.9 percentage points up (YOY) (chart 4a). 
Moreover, the ONS’s provisional single-month estimates of the unemployment rate show that the rate has 
been increasing throughout the three-month period. The rates were 4.7% (July), 4.9% (August) and 5.0% 
(September).   
 
Suffice to say, the LFS unemployment data, rising though they are, are still well down on Claimant Count 
data (DWP), which actually slipped in both September (by 40k) and in October (by 30k) but still stood at 
2.63mn in October. October’s figure was about 1.4mn (112%) higher, more than double, than in March 
(1.24mn). However, the ONS notes that enhancements to Universal Credit (UC), as part of the UK 
government’s response to the coronavirus pandemic, meant that a significant number of people became 
eligible for unemployment-related benefit support, although still employed. Consequently, the data, from 
the DWP, include both those working with low income or hours and those who are not working. 
 
The number of redundancies increased by a record 181,000 (QOQ) in the three months to September to 
314,000 (a record high) and was 195,000 higher YOY (chart 4b). The annual increase was the largest since 
February to April 2009. Redundancies have been increasing since June 2020, with strong growth during the 
first two weeks of September 2020.14 Note that the redundancies estimates measure the number of people 
who were actually made redundant or who took voluntary redundancy in the three months before the 
Labour Force Survey (LFS) interviews; they do not take into consideration planned redundancies. 
Redundancy rates increased for most industries between 2019Q3 and 2020Q3, but the largest rates were 
seen in accommodation and food service activities (23.6 per thousand), construction (21.6 per thousand) 
and other services (19.5 per thousand). Redundancy rates for public administration and defence (2.0 per 
thousand), education (3.3 per thousand) and human health and social work activities (3.4 per thousand) 
were little changed over the year. 
 
The numbers unemployed and redundancies are, therefore, now rising quickly. But, of course, further rapid 
rises in both unemployment and redundancies are expected in coming months, though the expectations 
have softened because the furlough scheme has recently been extended to end-March 2021.15 The Bank, 
for example, recently amended its unemployment forecasts. In November’s Monetary Policy Report the 
unemployment rate was projected to be 6¼% in 2020Q4, compared with August’s projection of 7½%, with 
the downgrade largely reflecting the fact that direct government job-support policies would last longer 
than previously expected.16    
 
 
Chart 4a Unemployment rate (%), 3-month averages, so 2020Q3=3 months to September 
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Chart 4b Redundancies (thousands), 3-month averages, so 2020Q3=3 months to September 

 
Sources: (i) ONS, “Labour market overview: November”, 10 November 2020; (ii) Employment in the UK: 
November 2020”, 10 November 2020. 
 
 

…and employment is falling… 

The ONS’s headline employment figure, including the number of people temporarily away from work 
(including furloughed workers), fell by 164,000 (QOQ) to 32.51mn in the three months to September. It was 
247,000 lower YOY, the largest annual decrease since January to March 2010. The weakening labour 
market has hit young people especially hard. The number of employed workers aged 16-24 years has fallen 
by 191k in 2020Q3 (YOY), though there has also been declines in age groups 35-49 (down 76k, YOY) and 
even 50-64 (down 10k, YOY). In contrast there were small rises in the 25-34 and 65 and over age groups 
(chart 5).  
 
The ONS noted that there were still as many as 3.9mn people temporarily away from work in September 
(though this compared with around 7.9mn people in April 2020). There were also around 210,000 people 
away from work because of the pandemic and receiving no pay in September (this had fallen from around 
658,000 in April 2020). The ONS also commented on recent developments in EU-nationals and non-EU 
nationals working in the UK. In both cases, there have been substantial falls since 2020Q1. EU nationals 
decreased by 493,000 (over 20%) between 2020Q1 and 2020Q3 to 1.87mn, whilst non-EU nationals fell 
83,000 (6%) to 1.29mn.17 
 
The ONS’s LFS data are not the only source of information on employment, flattered as they are by the 
furlough scheme. The HMRC’s Pay As You Earn Real Time Information (PAYE RTI) indicated that the number 
of payroll employees fell by 33k (0.1%, MOM) in October to 28.2mn, to be 763k (2.6%) lower than a year 
earlier. Moreover, they were 782k lower than in March 2020.  
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Chart 5 Employment changes (thousands), compared with 2019Q3, by age group, 3-month averages  

 
Source: ONS, “Employment in the UK: November 2020”, 10 November 2020, including database. 
 
 

…whilst other labour market metrics show some recovery, albeit remaining 
weak 

After the collapse of vacancies, hours worked and earnings at the height of first lockdown there have been 
further signs of improvement in the latest data.18 The ONS noted the July to September period covered a 
time when a number of coronavirus lockdown measures were eased. 
 
Firstly, UK vacancies rose by 146k (QOQ) in the three months to October (sic), to 525k, but they were still 
278k down YOY. Vacancies have, therefore, continued to recover in the latest period but are still well below 
the levels seen before the impact of the coronavirus pandemic. The smallest businesses, with one to nine 
employees, saw the largest quarterly growth in vacancies, with an estimated increase of 36,000 (51.8%) 
vacancies, compared with an estimated increase of 18,000 (12.4%) for larger businesses with more than 
2,500 employees. 
 
Secondly, hours worked in the three months to September also showed some recovery. Average actual 
weekly hours were 28.5 hours, 2.7 hours higher QOQ (a record), but were still 3.7 hours down YOY.  
 
Thirdly, annual growth in employee pay continued to strengthen in the three months to September, as 
more employees returned to work from furlough, but pay growth was still subdued as some workers 
remained furloughed. In the quarter, total pay (including bonuses) growth picked up to 1.3% (YOY) in 
nominal terms (0.5% (YOY) in real terms), whilst regular pay (excluding bonuses) firmed to 1.9% (YOY) in 
nominal terms (1.2% (YOY) in real terms). The difference between the two measures (total pay and regular 
pay) reflected subdued bonuses, which fell by an average 10.7% (nominal terms, YOY). By comparison total 
pay in 2019Q4 grew by 2.8% (YOY), whilst regular pay was 3.2% (YOY) higher.  
 
Between 2019Q3 and 2020Q3, average pay growth varied significantly by industry sector. The public sector 
saw the highest estimated growth, at 3.7% for total pay (nominal, YOY). Negative growth was seen in the 
construction sector, estimated at negative 3.9%, the wholesaling, retailing, hotels and restaurants sector, 
estimated at negative 0.5%, and the manufacturing sector, estimated at negative 0.2%. This was, however, 
an improvement over the growth rates during 2020Q2, especially in construction and accommodation and 
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food services (which sits in the wholesaling, retailing, hotels and restaurants grouping) which had seen falls 
of more than 10%. 
 
Finally, the ONS’s flash productivity estimates for 2020Q3 showed output per hour rose 5.2% (QOQ) in 
2020Q3, after a 2.0% fall in 2020Q2, as gross value added (GVA) recovered more strongly in the quarter 
than hours worked.19 Output per worker recovered 16.2% (QOQ) in 2020Q3, after a 19.0% fall in 2020Q2, 
reflecting the return to work in the quarter as the lockdown restrictions were eased. But output per worker 
was still 8.8% lower YOY, reflecting the impact of the furlough scheme by which people retain their 
employment status as a worker, even if they are working zero hours.  
 

Regional GDP for 2020Q1… 

Finally on the data, the ONS recently released provisional regional GDP growth data for 2020Q1, which 
included the impact of the beginning of the coronavirus pandemic.20 As later quarters are released they 
should provide useful insight into the differential impacts of the pandemic, and the Government’s policies 
to control it, on the regions/countries of the UK. Given the Government’s ambitions to “level up” the 
regions, it will be interesting to see how various regions fair compared with the “prosperous South” 
(London, the South East and the East of England). More specifically, it will be interesting to see if the 
regions of the North and the Midlands (for example) fall behind the “South”.     
 
Chart 6 shows the growth rates for the countries and English regions of the UK. By way of context, the UK 
showed no growth (QOQ) in 2019Q4, with only a few regions (the North West, London and the South West) 
experiencing significant expansion.  
 
In 2020Q1 UK GDP fell 2.5% (QOQ) as the pandemic restrictions began to bite and all four countries in the 
UK showed negative growth: Northern Ireland (-4.5%), England (-2.5%), Scotland (-2.5%) and Wales (-2.4%). 
Of the nine English regions, the largest negative growth was the East Midlands (-4.1%), while the smallest 
declines came from the East of England and London (both at -1.5%). It could be argued that the North and 
the Midlands were already slipping behind the “South” in the first quarter, but there are exceptions. The 
fall in the North West was only moderately worse than in London and the East of England (and less than the 
UK average), whilst the South East fell by more than the UK average.     
 
 
Chart 6 UK, GDP, UK, countries, regions, 2019Q4 & 2020Q1 (% growth, QOQ) 

 
Source: ONS, “GDP, UK regions and countries: 2020Q1”, 9 November 2020 
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…regional GDP shares… 

The impact of differential regional developments through the pandemic on total GDP will, of course, 
depend on the shares of GDP of the individual regions/countries. We have discussed this topic on previous 
occasions and, suffice to say, the shares vary significantly from region to region and from country to 
country.21-23 The latest data relate to 2018 (the data for 2019 will be released in May 2021).  
 
Charts 7a and 7b show the comparative sizes of the regions in terms of GDP (for 2018). London and the 
South East of England are the largest regional economies by a significant margin, comprising together over 
37% of UK GDP in 2018.24-25  The North West and the East of England are the next largest regional 
economies, accounting for nearly 10% and nearly 9% of UK GDP respectively. (Adding the East of England to 
London and the South East to provide a total figure for the “South”, gives a total share of 46%, nearly half 
of UK GDP.) The next three economies – Scotland, the West Midlands and the South West - account for 
around 7½% each, whilst Yorkshire and Humberside, the East Midlands, Wales, the North East and 
Northern Ireland follow on. England accounted for nearly 86% of UK GDP in 2018.  
 
On a technical note, chart 7a excludes the “Extra-Regio” data (0.8% share), whilst chart 7b includes these 
data. The term Extra-Regio refers to economic activity that cannot be assigned to any specific 
region/country in the UK. In other words, it is the “off-shore” contribution to regional GDP. The 
contributions of UK embassies abroad, UK armed forces and support personnel stationed overseas and 
activities taking place on the continental shelf (North Sea oil and gas extraction) are treated as Extra-Regio. 
 
Chart 7a Regional shares of total GDP, 2018, ranked by share (clockwise), Extra-Regio (0.8%) excluded 
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Chart 7b Cumulative share (%) GDP by region, 2018, Extra-Regio (0.8%) included  

 
 
Source: ONS, “Regional economic activity by GDP, UK: 1998-2018”, 19 December 2019. Chart 7b begins 
with London, adding on the shares of the other regions as ranked in chart 7a. There are rounding errors.   
 
 

…and the regional net fiscal balances 

Given the explosion of public sector borrowing during this pandemic, it is relevant to note the comparative 
regional fiscal balances. The latest data relate to financial year ending 2019 (FYE2019, FY2018), but they 
probably give a reasonable indication of the relative regional imbalances currently operating.26   
 
The regional net fiscal balance is the gap between revenue raised (current receipts) and total spending 
(current expenditure plus net capital expenditure), which at the UK level is equivalent to public sector net 
borrowing (PSNB). A negative net fiscal balance figure represents a surplus, meaning that a country or 
region is receiving more than it is spending in revenue, and a positive net fiscal balance represents a deficit, 
meaning a country or region is spending more than it is receiving in revenue. The existence of regional net 
surpluses and net deficits are, arguably, indicators of the efficacy of the Government’s redistributive 
policies, where resources flow from the “richer” regions to the “poorer” regions. In the UK’s case, this 
means a flow of resources from the south-eastern England (in its broadest sense) to the rest of the country.     
 
London, the South East and the East of England all had net fiscal surpluses (denoted by a minus sign) in the 
FYE2019 (FY2018), whilst all other countries and regions of the UK had net fiscal deficits (denoted by a plus 
sign). Chart 8a shows the net fiscal balances, along with revenue and expenditure (current and capital) data 
for the UK’s English regions and countries (excluding England). London’s fiscal surplus was £38.8bn, 
followed by the South East’s £21.7bn and the East of England’s £4.1bn. Of the deficit regions, the North 
West recorded the highest deficit (£20.3bn) followed by the West Midlands (£15.0bn) and then the 
countries of Scotland and Wales (both £13.5bn). London’s revenues (£161.9bn) were by far the highest, 
followed by the South East (£131.0bn), the East (£77.1bn) and the North West (£74.1bn). The highest 
spending regions were the South East, London and the North West.  
 
The ONS also compiles data on a per person (per capita) basis to allow for the (rather obvious) fact that the 
number of people in a particular country or region impacts the amount of revenue raised in that area or the 
amount of expenditure needed to benefit residents and enterprises. These data are shown in chart 8b. On 
this basis, London had the highest net fiscal surplus per person at £4.4k (revenue was £18.2k, whilst 
spending was £13.8k), followed by the South East (net fiscal surplus per person of £2.4k). Northern Ireland 

22.8
37.3

47
55.7

63.2
70.7

78.1 84.7 90.5 94 96.9 99.2 100

0

20

40

60

80

100

120

Cumulative share GDP (%)



 

12 

Classification:  Confidential 

had the highest net fiscal deficit per person at £5.0k (spending reached £14.8k, whilst revenues totalled 
£9.8k), followed by Wales (deficit per head of £4.3k) and the North East (deficit per head of £4.1k). 
 
Unsurprisingly, London raised the most revenue per person (the aforementioned £18.2k), with Wales and 
the North East raising the least revenue per person at £9.4k and £9.5k respectively. Turning to the spending 
side, Northern Ireland and Scotland experienced the highest expenditure per person (£14.8k and £14.5k 
respectively), with the lowest expenditure per person attributed to the East of England and the East 
Midlands (both £11.8k).  
 
 
Chart 8a Regional public sector finances: revenue, expenditure & net fiscal balances, FYE2019 (FY2018) 
(£bn) 
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Chart 8b Regional public sector finances: revenue, expenditure & net fiscal balances, per person, FYE2019 
(FY2018) (£k) 

 
Source: ONS, “Country & regional public sector finances: financial year ending March 2019”, 20 December 
2019, “geographic share” data (not “population share” data).  
Sign convention for net balances: + = deficit; - = surplus. Fiscal balance = receipts minus spending [current + 
capital].  
UK (receipts £811.3bn, spending £852.8bn, fiscal balance £41.4bn), and England (receipts £698.0bn, 
spending £703.0bn, fiscal balance £5.0bn) are omitted from chart 8a owning to their magnitudes.  
 

Brexit update 

The UK-EU negotiations on the future UK-EU relationship continued last week with, apparently, little 
progress made on the outstanding sticking points, including fisheries and the “level playing field”.  The 
“mid-November” deadline was, therefore, missed.27 Talks will continue week commencing 16 November, 
with Thursday 19 November mooted as the new provisional deadline, when there is a video conference of 
the members of the European Council.28 But it is widely expected that this will be missed as well.  
 
It has since been reported that the European Parliament has told EU Chief Negotiator Michel Barnier that 
the absolute latest they could receive the negotiated, translated deal was 10 December, the first day of the 
next EU summit (of the European Council, 10-11 December) in order to agree it by the end of 2020. 
“Sources” have warned that the UK-EU deal would have to be agreed before then to allow time for 
translation into the EU’s official languages and related decisions in the Council.29-30 After the EU leaders 
approve the deal (assuming they would), MEPs must agree to it before 31 December 2020 to prevent a “no 
deal”. MEPs were originally scheduled to vote on the deal on 16 December, but this could be postponed 
until after Christmas, provided it is before 31 December, the end of the transition period. It has also been 
reported that British “sources” have conceded that negotiations cannot go on for “much longer” than nine 
days, given the timetable.  
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Secondly, the UK Internal Market Bill is still working its way through the House of Lords.31 The Lords 
concluded the Committee stage of the bill on 9 November and voted to remove clauses 42 (which included 
provisions on the Northern Ireland Protocol, by 433 to 165) and 44 (which would override parts of the 
Brexit withdrawal agreement relating to Northern Ireland, by 407 to 148). The Lords will have a further 
chance to examine the bill and make changes at the Report stage, which will start on 16 November.32 The 
government said it would reinstate the clauses when the bill returns to the House of Commons next 
month.33  
 
Thirdly, the Chancellor announced measures relating to “regulatory equivalence” after the transition period 
in relation to the European Economic Area (EEA, including EU) countries.34-35 Regulatory equivalence is the 
mechanism whereby, for example, the EU accepts that non-EEA countries regulatory regimes are 
sufficiently similar to their own (“equivalent”) for financial services firms to trade in the EU unhampered by 
regulatory access issues. It has been reported that the EU is not planning to grant the UK regulatory 
equivalence before the end of the transition period. (They are, apparently, introducing a new equivalence 
regime in June 2021.) The Chancellor announced on 9 November that the UK would, nevertheless, grant 
equivalence to EEA (including EU) financial services firms, ensuring they could continue to have access to 
UK markets.36 
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