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January 2021: a new 
relationship with the EU, as 
Covid-related restrictions are 
tightened further 
4th January 2021 

Introduction: a new UK-EU relationship… 

The post-Brexit transition period ended on 31 December 2020 and the UK entered into a new relationship 
with the EU, under the Trade and Cooperation Agreement (TCA), on 1 January 2021.  
 
The TCA, which amounted to a monumental 1,246 pages, was agreed on 24 December (see annex table 1 
for more details). The key points on trade and regulation are:1-2  
• There continue to be zero tariffs and zero quotas for goods trade, providing goods meet the relevant 

“rules of origin”. (These rules are used to attribute a country of origin to a product in order to 
determine its “economic nationality”.) The Customs and Trade Facilitation (CTF) chapter includes 
measures to facilitate legitimate trade, including the “trusted trader” schemes, in which the trader can 
benefit from a quicker and more efficient path through customs and border controls. 

• The services chapter of the TCA is rather limited, granting very little beyond that which is available 
under the WTO’s General Agreement on Trade in Services (GATS).3 On financial services there is no 
agreement on “equivalence”, which would facilitate trade between the UK and the EU.4  But the TCA 
noted “…the Parties will discuss how we move forward on specific equivalence determinations”, and it 
is understood that talks will held in coming months to draw up a Memorandum of Understanding on 
future cooperation in financial services by March 2021.5 There is also no automatic recognition of 
professional qualifications in the TCA. 

• Concerning the “level playing field” provisions, the Government document explains that both Parties 
have the right to determine their own laws “subject to the broad constraints of this Agreement in this 
area as in any other”. A novel aspect of the TCA is a “rebalancing mechanism” for upholding the “level 
playing field” of fair competition. Under the “rebalancing mechanism” both Parties have the right “…to 
take countermeasures (rebalancing measures) if they believe they are being damaged by measures 
taken by the other Party in subsidy policy, labour and social policy, or climate and environment policy”, 
subject to independent arbitration. Exactly what measures may be taken is not specified, but 
commentators have referred to tariff measures and/or partial suspension of the Agreement.6 There is 
no role for the Court of Justice of the EU (ECJ) in interpreting the level playing field provisions of the 
Agreement. 

• In addition, on fisheries, the Government document explains that 25% of the existing EU quota in UK 
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waters will be transferred to the UK. This will be phased in over five years with “an adjustment period 
for access to waters which provide stable access for 5½ years” (ending 30 June 2026). From then on, 
the EU and the UK will hold annual consultations to agree on fishing opportunities with a view to 
sustainable management of fisheries and marine resources.  

 
Concerning governance, a Partnership Council, supported by a network of other committees, will supervise 
the operation of TCA. There are also binding enforcement and dispute settlement mechanisms covering 
most of the economic partnership, involving an independent arbitration tribunal. There is no role for the 
Court of Justice of the EU (ECJ). Finally, the TCA provides for a review of the TCA between the UK and the 
EU every 5 years. Either the UK or EU may decide to terminate the Agreement with 12 months’ notice. 
 
Note that Northern Ireland was not a specific issue for the TCA. As agreed in the NI Protocol in the revised 
Withdrawal Agreement of October 2019, NI will stay in the Single Market to ensure an open border with 
Irish Republic and will remain subject to many EU rules, overseen by ECJ.7-8 There will be customs 
procedures for goods from GB to NI because NI will have access to EU customs union (CU), whilst remaining 
part of UK CU.9 

 

…and the TCA’s implementation  

As noted above, the UK and the EU agreed the Trade and Cooperation Agreement on 24 December, just a 
week prior to the ending of the transition period (31 December 2020). There was, therefore, little time to 
implement the TCA. Table 1 below gives the very compressed timetable.    
 
There are two points to note. Firstly, the European Union (Future Relationship) Bill, which enabled the UK 
Government to implement and ratify the TCA, was backed by the Commons by 521 to 73 votes after 
Parliament was recalled on 30 December. It was then passed by the House of Lords and received the Royal 
Assent on 30 December.10  
 
Secondly, the European Commission agreed that, given the very tight deadline, once the Council had 
agreed to authorise the signing of the Agreement and its provisional application on 1 January 2021, the TCA 
could then be signed.11 The Council agreed this on 29 December.12 The TCA was then signed in Brussels and 
in London on 30 December. The European Parliament will need to give its consent to the TCA and it is 
expected to vote on it in January. Suffice to say, the TCA was provisionally applied on 1 January 2021. 
 
Table 1 The Trade and Cooperation Agreement: administrative procedures  

24 December 2020 Agreement on The Trade and Cooperation Agreement (TCA) announced by the UK 
and the EU 

28 December 2020 Ambassadors from the 27 EU member states unanimously approved the TCA. 
29 December 2020 Governments of the 27 EU member states (the Council) gave their written 

approval of the TCA. 
30 December 2020 The TCA was signed in Brussels by European Commission President Ursula von der 

Leyen and European Council President Charles Michel. It was then signed by the 
Prime Minister in London.  

30 December 2020 The European Union (Future Relationship) Bill was passed by both Houses of 
Parliament and given the Royal Assent. 

31 December 2020 End of transition period  
1 January 2021 The TCA becomes law, taking effect provisionally with EU agreement. The 

European Parliament has yet to consent and, as a last step on the EU side, the 
Council must adopt “the decision on the conclusion of the Agreement”. Portugal 
took over the Presidency of the Council from Germany.  

  
Sources: various 
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The UK: more Covid-related restrictions 

In the last Perspective we discussed the tightening of Covid-related restrictions up to 21 December.13 The 
Prime Minister had announced on 19 December that London and much of southern England would be 
placed in a new tier 4, with restrictions similar to England’s second lockdown, as from midnight 20 
December, along with tighter restrictions for Christmas (England).14  
 
Since then, there have been two sets of further restrictions (England). Firstly, the Government announced 
on 24 December that more of the east and south east of England (including Sussex, Oxfordshire, Suffolk, 
Norfolk, Cambridgeshire, parts of Essex not yet in tier 4 and most of Hampshire) would be transferred from 
tier 3 to tier 4 lockdown as from 26 December.15-16 In addition, large parts of England then in tier 2 would 
be transferred to tier 3 (including Bristol, Gloucestershire, Somerset, Northamptonshire, Cheshire and 
Warrington), whilst Cornwall and Herefordshire would move into tier two. 
 
Secondly, another announcement on 30 December tightened the restrictions even further.17-18 As from 31 
December a further 20 million people were transferred to tier 4 (“stay at home”, including those in 
Leicestershire, Lincolnshire, Northamptonshire, Derbyshire, Nottinghamshire, Birmingham and other parts 
of the West Midlands, Lancashire, Greater Manchester, Cheshire and Warrington, Cumbria, much of the 
North East, Gloucestershire and part of Somerset). In addition, areas which joined tier 3 (“very high alert”) 
included Shropshire, Worcestershire, Herefordshire, Liverpool, York & North Yorkshire, part of Somerset, 
Devon, Cornwall and Dorset. There are no English areas currently in tier 2 (“high alert”) whilst the Isles of 
Scilly is the only area in tier 1 (“medium alert”).  
 
It is salutary to note for the record that, under tier 4 rules, non-essential shops, hospitality venues (though 
takeaway allowed), accommodation, leisure and sports facilities (indoor), entertainment venues, indoor 
attractions, personal care facilities, and community centres must close. In tier 3 areas, shops, gyms and 
personal care services can remain open, but hospitality settings must close except for takeaway. 
 

More red ink in the public finances… 

Over the past fortnight there have been several important data releases. Concerning the public finances, 
the ONS estimated that public sector net borrowing (PSNB-ex, excluding public sector banks) in November 
2020 was £31.6bn, compared with £5.6bn in November 2019.19 £31.6bn was the highest November and the 
third-highest borrowing in any month since current records began in January 1993. Public sector borrowing 
was more than accounted for by the activities of central government. The CGNB was £32.3bn in November 
2020, compared with just £4.1bn in November 2019. 
 
The PSNB in the first eight months of FY2020 (April-November 2020) was £240.9bn, compared with 
£52.3bn in the same period last year, the highest borrowing in any April-November period on record 
(records began in 1993). The ONS commented that the “…this substantial increase largely reflects the 
impact of the pandemic on the public finances, with the furlough schemes alone adding £60.4bn to 
borrowing in the financial year-to-November 2020”.  
 
Central government activities dominate the public sector accounts, with total borrowing by local 
government, public corporations, public sector pensions and the Bank of England taken together 
registering a very small surplus in FY2020. CGNB was £244.3bn in the first eight months of FY2020, 
compared with £50.8bn a year earlier. The main features of the CG accounts are: 
• Total taxes fell by £36.9bn (10.4%, YOY), partly reflecting tax holidays (for example on stamp duty) and 

partly reflecting the hit on tax receipts arising from the weak economic performance. All in all, the 
biggest “fallers” were VAT (down £11.5bn), fuel duty (down £4.4bn), business rates (down £6.4bn), 
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self-assessment receipts (down £4.3bn), and corporation tax (down £5.0bn).  
• By contrast CG current spending exploded by £147.3bn (30.0%, YOY), of which there was a £70.6bn 

increase in subsidies. Subsidies included the furlough schemes (CJRS and SEISS), which alone added 
£60.4bn to borrowing in the first 8 months of FY2020. There were also significant increases in social 
benefits (including social assistance), procurement (not least of all for the NHS) and CG transfers to 
local government (to support local initiatives in relation to the pandemic). Interest payments, though, 
eased reflecting the lower effective interest rates paid on government debt. 

• Finally, as a general observation, CG total receipts in the first eight months of FY2019 almost covered 
CG current spending. In the first eight months of FY2020, current spending exceeded total receipts by 
nearly £190bn.  

 
Chart 1 shows the trajectory of the PSNB for the first eight months of FY2020 (April-November 2020), 
compared with the trajectory for FY2019 (whole year). Chart 1 also includes the OBR’s latest forecast for 
FY2020, £393.5bn, implying that there could be £152.6bn of borrowing in the remaining four months of 
FY2020 (£393.5bn - £240.9bn).20-21 If borrowing in FY2020 does reach £393.5bn, this would be nearly 7 
times the amount borrowed in FY2019, now estimated to be £57.4bn.  
 
Chart 1 Cumulative borrowing (£bn), FY2019, FY2020: ONS outturns, OBR forecast for FY2020 

 
Sources: (i) ONS, “Public sector finances: November 2020, 22 December 2020; (ii) OBR, Economic and fiscal 
outlook”, CP318, November 2020.   
 

…and the public sector net debt/GDP ratio continues to rise 

It could be argued that the Government’s current fiscal rules, taken from the Conservative 2019 Manifesto 
to guide the March 2020 Budget, are somewhat academic, given the current crisis. Moreover, they were 
never actually legislated for. In any case, the Government was going to review the fiscal rules for the 
Autumn Budget but, as that Budget has been postponed (until 3 March 2021), the publication of the review 
has also been postponed. The Manifesto stated “…we will not borrow to fund day-to-day spending but will 
invest thoughtfully and responsibly in infrastructure right across our country in order to increase 
productivity and wages. Our fiscal rules mean that public sector net investment will not average more than 
3% of GDP, and that if debt interest reaches 6% of revenue, we will reassess our plans to keep debt under 
control. This means that debt will be lower at the end of the Parliament – rather than spiralling out of 
control under Labour.” 22 
 
So, for the record, the “rules” were: 
• Current budget rule: “…to have the current budget in balance no later than the third year of the rolling 

five-year forecast period”, in other words by FY2022.  
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• Net investment rule: “…to limit public sector net investment to 3% of GDP on average over the rolling 
five-year forecast period”.  

• Debt-interest-to-revenue (DIR) rule: “…to reassess fiscal plans in the event of a pronounced rise in 
interest rates taking interest costs above 6% of government revenue”.  

• Finally, there was a de facto commitment to reduce debt as a share of national income over this 
parliament.  

 
Concerning the DIR rule, the debt-interest-to-revenue ratio was 2.5% in the rolling 12-months to November 
2020, compared with 3.5% a year earlier, and well below the 6.0% target level.  
 
The “old” supplementary target, which stated that public sector net debt (PSND) relative to nominal GDP 
should fall in FY2020, was dropped in March 2020. It is, however, still useful to keep an eye on this metric. 
Public sector net debt (excluding public sector banks, PSND ex) at end-November 2020 was £2,099.8bn 
(99.5% of GDP), the highest debt to GDP ratio since the financial year ending 1962 (FY1961), compared with 
£1,796.8bn (82.9%) at the same point last year. Suffice to say, the supplementary target has been 
comprehensively broken in FY2020. Note that the ONS has warned that monthly GDP estimates for recent 
periods are based on official (OBR) projections and are subject to revision.23-24 
 

GDP grew by 16% in 2020Q3…  

The ONS’s revised estimates for GDP recorded growth of 16.0% in 2020Q3 (QOQ, revised from 15.5%), 
following a 18.8% decline in 2020Q2 (QOQ, revised from 19.8%), as lockdown measures were eased.25 But 
it was still 8.6% down (YOY) and comparing 2020Q3 with pre-pandemic 2019Q4, it was also still some 8.6% 
lower. Chart 2a gives the cumulative output changes of the main sectors between 2019Q4 (pre-pandemic) 
and 2020Q3, whilst chart 2b shows selected services sub-sectors. The third quarter data are, of  course, of 
little more than of historic interest. More pertinent are the developments in 2020Q4, where a small decline 
is widely expected, and into 2021Q1, given the succession of new lockdown measures.      
 
Concerning the industrial breakdown, all three sectors showed growth in 2020Q3: 
• Services output increased by 14.7% (QOQ) in 2020Q3 but it was still 8.9% lower than in 2019Q4. The 

quarterly rise in 2020Q3 reflected growth in the wholesale/retail trade/motor vehicles sector, 
accommodation and food services (boosted by the Eat Out to Help Out Scheme and “staycations”), 
education and health. But note that the output of customer-facing enterprises was still well down in 
2020Q3, compared with 2019Q4. Accommodation and food was still 28.2% down, whilst arts and 
recreation was 30.0% down (chart 2b).   

• Production output also increased by 14.7% (QOQ), though it was still 6.2% down on 2019Q4’s level. The 
QOQ growth reflected increases in all four production sub-industries. Manufacturing was 19.5% (QOQ) 
higher, though still 7.1% lower than in 2019Q4. Within manufacturing there was growth in 12 of the 13 
sub-sectors in 2020Q3, most notably the manufacture of transport equipment. 

• Construction output grew by 41.2%, though was still 7.0% down on 2019Q4. Private new housing was 
the largest contributor to the pick-up in 2020Q3. 
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Chart 2a GDP, major components, cumulative output changes (%), 2020Q3/2019Q4 

 
 
Chart 2b Services, breakdown, cumulative output changes (%), 2020Q3/2019Q4 

 
Source: ONS, “GDP quarterly national accounts, UK: 2020Q3”, 22 December 2020. 
 
 
Turning to the expenditure components, there was some recovery in private consumption, government 
consumption and, to a lesser extent, business investment in 2020Q3. However, the levels remained below 
their pre-lockdown level. Concerning the individual components of expenditure (chart 3): 
• Household consumption increased by 19.5% (QOQ), following a cumulative fall in the first half of the 

year of 24.6%. The increase in 2020Q3 was driven by higher spending on restaurants and hotels, and 
transport. Note the households’ saving ratio decreased to 16.9% in 2020Q3, still a high level, compared 
with 27.4% in 2020Q2, as households resumed spending as lockdown restrictions were lifted. 

• The volume of government consumption increased by 10.4% (QOQ), mainly reflecting of an increase in 
the volume of activity in health and education. 

• Gross fixed capital formation (GFCF) increased by a revised 17.9% (QOQ), following a decline of 22.8% 
in the previous quarter.26 The largest contribution to GFCF in 2020Q3 was dwellings investment, which 
increased by 71.6% as many of the UK’s large housebuilders returned to sites. Business investment also 
made a significant contribution to the increase, growing by 9.4% (QOQ), after falling 25.4% in 2020Q2. 

• Underlying data (allowing for the alignment adjustment) show an increase of £3.3bn in stocks being 
held by UK companies in 2020Q3, which may be linked to businesses “using forward buying strategies 
to build stocks for Christmas and Brexit”.  
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• There was a marked deterioration in the trade surplus, as exports slipped by 0.4% (QOQ, volumes), 
whilst imports rose by 11.7%, which would detract from GDP growth. But there was still a trade surplus 
of 0.25% of nominal GDP in 2020Q3. It should be noted that this figure is inclusive of precious metals 
(including volatile movements of non-monetary gold (NMG)). If, however, they are excluded, the trade 
surplus was little changed (nearly 0.3% of nominal GDP (see below)). 

 
Chart 3 GDP: main expenditure components QOQ (%) changes for 2020Q1-2020Q3 

 
Source: ONS, “GDP quarterly national accounts, UK: 2020Q3”, 22 December 2020. 
 

…whilst the current account deficit widened in 2020Q3 

We have already referred to the deterioration in the trade balance in relation to GDP for 2020Q3 (above). 
Suffice to say, the overall current account of the balance of payments also weakened in 2020Q3, to a 
£15.7bn deficit in 2020Q3, compared with a £11.9bn deficit in 2020Q2.27 The components changed as 
follows (see annex table 2): 
• The goods (including precious metals) deficit widened to £30.8bn, as imports jumped 20.0% after the 

sharp contraction in 2020Q2 when global trade stalled because of the global coronavirus pandemic, 
whilst exports rose just 1.0%.  

• The services surplus rose a tad to £32.1bn. The ONS commented that the “trade in services exports and 
imports continue to be impacted by the downturn, specifically in transport and travel services”. 

• Taking goods and services together, there was a total trade surplus of £1.3bn in 2020Q3, which would 
still contribute to GDP, but it was well down on the surplus recorded for 2020Q2.   

• Both the primary and secondary income accounts improved. The primary income (mainly investment 
income) deficit narrowed to £11.9bn in 2020Q3, reflecting “…a larger recovery in UK earnings on 
foreign investments than the recovery in payments to foreign investors on their UK investments, 
following the large decline in earnings recorded in 2020Q2”. The secondary account (current transfers) 
deficit narrowed to £5.2bn.  

 
The ONS pointed out that the trade (goods) flows were distorted by large movements in precious metals 
(including non-monetary gold (NMG)). Making allowance for these movements, the underlying current 
account deficit narrowed to £15.6bn in 2020Q3, compared with a deficit of £21.2bn in 21020Q2. The 
precious metals component swung from a substantial £9.3bn surplus in 2020Q2, to being almost in balance 
(a deficit of £0.2bn) in 2020Q3. 
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Finally: house prices and cars 

There have been two other releases of note.  
  
Firstly, house prices have remained buoyant according to the Nationwide Building Society.28 Prices rose 
0.8% (MOM, seasonally adjusted) in December to be 7.3% higher YOY, a six-year high. The Nationwide 
commented “…housing demand has been buoyed by a raft of policy measures and changing preferences in 
the wake of the pandemic. The furlough and Self Employment Income Support schemes provided vital 
support for the labour market, while a host of measures helped to keep down the cost of borrowing and 
keep the supply of credit flowing. The stamp duty holiday also stimulated housing demand, by bringing 
forward peoples’ home-moving plans. The pandemic itself also boosted activity, as life in lockdown and 
changes to working patterns led many to re-evaluate their housing needs.” However, they warned 
“…housing market activity is likely to slow in the coming quarters, perhaps sharply, if the labour market 
weakens as most analysts expect, especially once the stamp duty holiday expires at the end of March”. 
 
Secondly, the Society of Motor Manufacturers and Traders (SMMT) reported the UK car production fell by 
1.4% (YOY) in November, with output declining by 10.4% for the home market whilst exports were broadly 
flat (+0.3%).29 The SMMT noted that November 2019 had been an especially weak month when 
precautionary factory shutdowns in anticipation of a “no deal” Brexit on 31 October 2019 had depressed 
output. Year-to-date output was down 31.0% (YOY). These weak data for production, followed the SMMT’s 
release for November’s car registrations.30 Registrations fell 27.4% (YOY) reflecting the November lockdown 
when showrooms in England had to close (though the impact was softened by the “click and collect” 
capability). Year-to-date registrations were down 30.7% (YOY).  
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Annex 

Table 1 UK-EU Trade and Cooperation Agreement (TCA) 
Parts, headings Sub-divisions Main points 
Part 1 Common & 
institutional 
provisions 

Titles I-III • The relationship is based on international law, not EU law. 
• A Partnership Council will supervise the operation of TCA. It 

will be supported by a network of other committees, which 
will provide the necessary opportunities for technical 
discussion. 

Part 2 Trade, 
transport, 
fisheries & other 
arrangements 

  

• Heading 
1, Trade 

Title I, Trade 
in goods 

• Zero tariffs and quotas on trade, where goods meet 
relevant rules of origin (RoO). A modern RoO chapter 
ensuring only “originating” goods benefit from liberalised 
market access, though a few relaxations to reflect 
requirements of UK & EU industry.     

• The Technical Barriers to Trade (TBT) chapter addresses 
regulatory barriers to trade, with annexes on medical 
products, motor vehicles, organic products, wine & 
chemicals.  

• The Sanitary & Phytosanitary (SPS) chapter ensures rules 
are maintained to protect human, animal & plant life and 
health. 

• The Customs and Trade Facilitation (CTF) chapter 
includes measures to facilitate legitimate trade, including 
the “trusted trader” schemes. 

 Title II, Trade 
in services & 
Investment 

• Provisions on cross-border trade in services & investment to 
secure continued market access across a broad range of 
sectors, including professional & business services, financial 
services & transport services, & will support foreign direct 
investment. 

• Commitments taken by the UK and EU on business mobility. 
This includes the ability for UK short-term business visitors to 
travel to the EU for 90 days in any 180-day month period. 
The Parties have also agreed not to impose work permits on 
business visitors for establishment purposes. 

• Under “regulatory framework”, the UK & EU agreed a 
framework for the recognition of qualifications. [There was 
no automatic recognition of professional qualifications in the 
TCA.] 

• On financial services the Parties agreed to enhanced 
cooperation. Moreover, the Parties will discuss how to move 
forward on specific equivalence determinations. [There was 
no agreement on “equivalence” in the TCA, but this may be 
regarded as work in progress.] 

 Title III, 
Digital trade 

Provisions which will promote trade in digital services and 
facilitate new forms of trade in goods & services. 

 Title IV, 
Capital 
movements 
et al 

Commitments on the free flow of capital & payments for goods & 
services in order to facilitate trade & investment. 
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 Title V, 
Intellectual 
property (IP)  

Commitments to high standards of protection for, and 
enforcement of, IP rights.  

 Title VI, 
Public 
procurement 

Ensures the UK can maintain a separate & independent 
procurement regime.  

 Title VII, 
SMEs 

Commitments to provide SMEs with clear & accessible online 
information about the TCA. 

 Title VIII, 
Energy 

The provisions support the UK & the EU’s respective energy & 
climate ambitions [heavy emphasis on these issues]. They include 
the way in which the parties trade electricity & gas over 
interconnectors, work together on security of supply, integrate 
renewables into our respective markets & cooperate to develop 
opportunities in the North Sea. 

 Title IX, 
Transparency 

Recognises the benefits of a transparent & predictable regulatory 
environment. 

 Title X, 
Regulatory 
practices 

Provides principles of good regulatory practice as well as 
providing the basis for voluntary regulatory cooperation between 
the UK & the EU. 

 Title XI, Level 
playing field, 
subsidies et 
al  

• The EU has dropped its demands for dynamic alignment & 
for the UK to be legally required to maintain equivalent 
legislative systems to the EU’s in some areas. The agreed 
system does not compromise the UK’s sovereignty in any 
area, does not involve the ECJ, and is reciprocal. Both sides 
have the right to set their own laws. [Ends EU State Aid 
regime in GB.]  

• Both sides have the right to take countermeasures if they 
believe they are being damaged by measures taken by the 
other Party in subsidy policy, labour and social policy, or 
climate and environment policy. If such measures are used 
too frequently either side can trigger a review of these 
provisions. 

• The Parties agreed a reciprocal mechanism that allows either 
side to take rapid action where a subsidy granted by the 
other Party is causing or is at serious risk of causing 
significant harm to its industries. [On subsidies/State Aid, 
both parties are required to have an effective system of 
subsidy control with independent oversight. Either party can 
impose remedial measures if a dispute is not resolved by 
consultation.] 

• The TCA provided for a “rebalancing mechanism” which 
allows the Parties to formally review the balance of the TCA 
over time. It also provides for Parties to take strictly limited 
and proportionate rebalancing measures on a more short-
term basis, subject to the approval of an independent 
arbitration panel.  

• [In other words, if a Party “lowers” its standards in areas of 
labour, the environment or state aid, with an ensuing impact 
on trade between the parties, the other Party may retaliate, 
in the form or removal of tariff preferences, through the 
“rebalancing mechanism”. But note the “rebalancing 
mechanism” is restricted in its scope as it envisions a very 
high threshold for enabling retaliation due to regulatory 
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divergence – it must be “material”.] 
 Title XII, 

Exceptions 
Provides for a number of exceptions to ensure that a range of 
legitimate UK domestic policy aims are not affected by the TCA. 

• Heading 
2, 
Aviation 

Titles I-II Sets out the arrangements for the operation of air transport 
services between the UK & the EU and a framework for 
cooperation on aviation safety. [UK airlines will be able to 
operate flights to and from EU destinations but not between two 
different points in the EU (unless they have subsidiaries based in 
the EU). They can make technical stops in the EU for non-traffic 
purposes.] 

• Heading 
3, Road 
transport 

Titles I-II Ensures continued market access rights for UK & EU road haulage 
operators and also provides additional market access rights for 
UK & EU passenger transport operators. [UK hauliers will have no 
longer have the same rights as under EU membership in terms of 
being able to pick up and drop off goods multiple times within 
the EU.] 

• Heading 
4, Social 
security & 
visas 

Titles I-II • Ensures that individuals who move between the UK & 
the EU will have their social security position in respect 
of certain important benefits protected. The Protocol on 
Social Security Cooperation (PSSC). 

• At present the UK provides for visa-free travel for short-
term visits in respect of nationals of all Member States. 
[UK nationals will need a visa for stays of longer than 90 
days in the EU in a 180-day period, and there will be 
extra border checks for UK travellers. No free movement 
of persons.] 

• Heading 
5, 
Fisheries 

 • Reflects UK’s departure from the EU’s Common Fisheries 
Policy (CFP) & new identity as a sovereign independent 
coastal State with the right to manage the resources in 
its waters. 

• Both sides have agreed that 25% of EU boats’ fishing 
rights (quotas) in UK waters will be transferred to the UK 
fishing fleet. New quota arrangements will be phased in 
over five years to allow the respective fleets time to 
adapt to the changed opportunities.  

• There will be also be an “adjustment period” for access 
to waters which provides stable access for 5½ year (end 
date: 30 June 2026).  

• After the end of the “adjustment period” there will be 
annual talks to set the amount EU fishing boats can catch 
in UK waters (and vice versa). 

• Heading 
6, Other 
provisions 

 Provides for a number of technical matters relating to the trade 
part of the TCA. 

Part 3 Law 
enforcement & 
judicial 
cooperation in 
criminal matters 

Titles I-XIII • Provides for the fast & effective exchange of national DNA, 
fingerprint & vehicle registration data and of criminal records 
data between the UK & individual EU Member States. 
Cooperation on investigation into terrorism & serious crime. 

• The UK will not be a member of Europol or Eurojust but will 
cooperate on serious crime and terrorism.  

• Commits the UK and EU to support international efforts to 
prevent and fight against money laundering and terrorist 
financing. 
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Part 4 Thematic 
cooperation 

Title I Health 
security 

Supports arrangements & information sharing between the UK 
and the EU in the event of a serious cross border threat to 
health, which is particularly important in the context of Covid-19. 

 Title II Cyber 
Security 

Provides framework for UK-EU cooperation in the field of cyber 
security, noting the cross-border nature of cyber threats and 
challenges. 

Part 5 
Participation in 
EU programmes 

 • The UK intends to participate in Horizon Europe, Euratom 
Research and Training, and Copernicus. 

• The UK intends to access programme services without 
participating in programmes, notably the EU Space 
Surveillance and Tracking programme. 

• [The UK will not be participating in the Erasmus exchange 
programme, with the exception of Northern Ireland, as part 
of agreement with thew Irish Government. To be replaced by 
new Turing scheme.] 

Part 6 Dispute 
settlement & 
horizontal 
provisions 

Titles I-III • Includes dispute resolution mechanisms that are appropriate 
for a relationship between sovereign equals. All these 
mechanisms are fully reciprocal & equally available to both 
Parties. 

• For certain areas of cooperation there is a process of 
consultations between the Parties, followed by independent 
arbitration if there is still disagreement. 

• To underpin cooperation under this Agreement, the UK & EU 
have restated existing commitments to human rights, the 
rule of law, the fight against climate change & countering the 
proliferation of weapons of mass destruction. 

• There is no role for the Court of Justice of the European 
Union (ECJ).  

Part 7 Final 
provisions 

 • The TCA provides for a review of the agreement between 
the EU & the UK every 5 years. It also provides the 
procedure to be followed if a new country accedes to the 
EU. 

• Either the UK or EU may decide to terminate the 
Agreement with 12 months’ notice. 

• The TCA applies to the UK and, in some respects, to the 
Crown Dependencies. The UK, Gibraltar & Spain will 
continue to negotiate arrangements for Gibraltar & the 
surrounding region. 

Other 
Agreements  

 • Nuclear Cooperation Agreement (NCA). The UK & the 
European Atomic Energy Community (Euratom) have agreed 
a separate NCA, which is a commonly used international 
treaty which gives a legal underpinning to civil nuclear 
cooperation. 

• Agreement on Security Procedures for Exchanging and 
Protecting Classified Information. This will supplement the 
TCA & facilitate the voluntary exchange of classified 
information.  

   
Addendum    
Northern Ireland   • Northern Ireland was not a specific matter for the TCA. 

• As agreed in the NI Protocol to the revised Withdrawal 
Agreement of October 2019, NI will stay in the Single Market 
to ensure open border with Irish Republic. NI will remain 
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subject to many EU rules overseen by ECJ.  
• There will be customs procedures for goods from GB to NI 

because NI will have access to EU customs union (CU), whilst 
remaining part of UK CU. The TCA means there is no longer 
the risk of tariffs being applied, if GB goods were deemed at 
“risk” of going into the Irish Republic.   

• Consent mechanism: four years after the end of the 
transition period (after 2024), the NI Assembly can by simple 
majority give consent to the continued application of 
relevant EU law, or vote to discontinue its application, in 
which case the UK would notify the EU. In such a case, the 
Protocol will cease to apply two years later. 

   
Main Source, excluding addendum on Northern Ireland: HM Government, “UK-EU Trade and Cooperation 
Agreement: summary”, 24 December 2020. Additional comments in square brackets. 
 
 
Table 2 Current account of the balance of payments, balances (£bn) 

 2020Q2 2020Q3 Change 
Total balances:    
Goods (total) -14.0 -30.8 -16.8 
Services  +30.6 +32.1 +1.5 
Goods & services +16.6 (3.5% 

of GDP) 
+1.3 (0.25% of 
GDP) 

-15.3 

Primary income -19.5 -11.9 +7.6 
Secondary income  -9.0 -5.2 +3.8 
Current account -11.9 (2.5% 

of GDP) 
-15.7 (3.0% of 
GDP) 

-3.8 

    
“Underlying” balances:    
Goods (excluding precious metals) -23.3 -30.7 -7.4 
Goods & services (excluding precious metals) +7.3 (1.5% of 

GDP) 
+1.5 (0.3% of 
GDP) 

-5.8 

Current account (excluding precious metals) -21.2 (4.5% 
of GDP)  

-15.6 (3.0% of 
GDP) 

+5.6 

    
Addendum:    
Goods (total) -14.0 -30.9 -16.9 
Goods (excluding precious metals)  -23.3 -30.7 -7.4 
Precious metals (calculated as residual) +9.3 -0.2  -9.5 
GDP (market prices, nominal, £bn) 470.9 525.8 … 
    

Source: ONS, “Balance of payments: 2020Q3”, 22 December 2020.  Some non-addition due to rounding 
errors.  
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