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Eurozone back in recession in 
2021Q1 as Covid restrictions 
curb activity 
4th May 2021 

Introduction: Eurozone GDP fell 0.6% in 2021Q1 

Data are beginning to be released for the first estimates for GDP for 2021Q1. Data so far available include 
the Eurozone as an entity (and some individual EU countries, but not all), the US and China. They show 
sharply divergent trajectories. The first UK estimates for 2021Q1 are due on 12 May.  
 
Beginning with the Eurozone, GDP fell by 0.6% (QOQ) in 2021Q1, after decreasing by 0.7% in 2020Q4, thus 
returning to recession as defined by two consecutive quarters of falling output.1 GDP had rebounded in 
2020Q3 by 12.5% (QOQ) after slumping 11.6% in 2020Q2, when anti-Covid restrictions were first imposed.  
 
Performance differed widely across the Eurozone, with German GDP dropping by 1.7% (QOQ) in 2021Q1, 
after a modest (0.5%) increase in 2020Q4. Household consumption was depressed by the tighter 
coronavirus restrictions introduced in the quarter, whilst bad weather also played a role, with the 
construction sector hampered by sub-zero temperatures.2 January’s VAT hike also depressed activity and 
there were reports that disruptions in the automotive industry, caused by shortages of chips and other key 
components, were undermining output.3 Italy’s GDP also fell back, though less than in 2020Q4, as 
restrictions continued to hamper the services sector, whilst Spanish GDP fell 0.5%, after a flat 2020Q4, also 
dragged down by anti-Covid restrictions. French GDP, however, picked up by 0.4% (QOQ) after a 1.4% fall in 
2020Q4, sustained by consumer spending and despite some reimposed restrictions to curb a surge in 
Covid-19 infections in March.4 France had tentatively reopened in late January, though several regions in 
the country were put under a new, less restrictive lockdown in March 2021.  
 
Outside the Eurozone, “anti-lockdown” Sweden posted growth of 1.1% in the first quarter.   
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Chart 1 Published GDP quarterly changes (%), 2020Q4 and 2020Q1, selected countries  

 
Sources: (i) Eurostat, “Flash estimate for 2021Q1: GDP down by 0.6% in the euro area and by 0.4% in the 
EU”, 30 April 2021; (ii) Bureau of Economic Analysis, “Gross Domestic Product, 2021Q1 (advance 
estimate)”, 29 April 2021, for US (non-annualised). 
 

US GDP rose 1.6% in 2021Q1…  

Turning to the US, GDP grew by a much-as-expected 6.4% (annualised rate, 1.6% (QOQ)) in 2021Q1, after 
the 4.3% increase (annualised rate, 1.1% (QOQ)) in 2020Q4, supported by very accommodative fiscal and 
monetary policies.5 The strong growth was partly attributed to easing anxiety over the pandemic as 
vaccines have been rolled out across the US, boosting domestic demand and allowing businesses such as 
restaurants and bars to reopen. Specifically, the Bureau of Economic Analysis (BEA) explained that the 
quarterly growth reflected increases in personal consumption expenditures (PCE), non-residential fixed 
investment, federal government spending, residential fixed investment, and state and local government 
spending. But these increases were partly offset by decreases in private inventory investment and exports, 
whilst imports (negative in the calculation of GDP) increased.  
 

…whilst the Fed left policy unchanged… 

As expected, the Fed made no policy changes to its accommodative support for the US economy at its April 
meeting (27-28 April).6 Moreover, the Fed was also clearly in no hurry to tighten policy. They said: 
• “The Committee (the policy-setting Federal Open Market Committee (FOMC)) seeks to achieve 

maximum employment and inflation at the rate of 2% over the longer-run. With inflation running 
persistently below this longer-run goal, the Committee will aim to achieve inflation moderately above 
2% for some time so that inflation averages 2% over time and longer-term inflation expectations 
remain well anchored at 2%. The Committee expects to maintain an accommodative stance of 
monetary policy until these outcomes are achieved.”  

• “The Committee decided to keep the target range for the federal funds rate at 0 to ¼% and expects it 
will be appropriate to maintain this target range until labour market conditions have reached levels 
consistent with the Committee’s assessments of maximum employment and inflation has risen to 2% 
and is on track to moderately exceed 2% for some time. In addition, the Federal Reserve will continue 
to increase its holdings of Treasury securities by at least $80bn per month and of agency 
mortgage-backed securities by at least $40bn per month until substantial further progress has been 
made toward the Committee’s maximum employment and price stability goals.” 
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On the economy the FOMC noted that indicators of economic activity and employment had strengthened, 
“amid progress on vaccinations and strong policy support”. The sectors most adversely affected by the 
pandemic, however, remained weak though they had shown improvement. Inflation had risen “largely 
reflecting transitory factors”. There were no forecast updates accompanying the April meeting. The next 
set of revisions will be in June (announcement on 16 June). 
 

…and President Biden’s new spending plans…   

President Biden set out his ambitious plans for jobs, education and social care in his first speech to a joint 
session of Congress on 28 April 2021.7-8 These proposals come on top of the £1.9tn Covid relief package 
(the “American Rescue Plan”, which included direct cheques to most Americans and was signed into law in 
March).9 Areas of the spending proposals included transport (around $620bn), elderly and disabled care 
($400bn), childcare ($225bn), education ($200bn) and drinking water infrastructure (around $110bn). 
 
He described the “American Jobs Plan” as “a blue-collar blueprint to build America” that would boost 
investment in public transport, high-speed broadband, and roads and bridges. He added that the plan 
would be guided by the fight against climate change. All in all, these investment plans were estimated to 
cost about $2.3tn.10 In addition, his $1.8tn “American Families Plan” would focus on children and seek to 
provide free pre-school for children aged 3-4, paid family and medical leave as well as health insurance 
subsidies, tuition-free community college for all, and an extension of key tax breaks that had been 
expanded during the pandemic.11 All in all, he was making a case for $4.1tn in new spending on top of the 
agreed $1.9tn Covid relief package. 
 
Taking the spending plans together, President Biden proposes (part) funding them by tax increases on the 
“wealthy” and corporations. Tax increases could include doubling capital gains tax on people making over 
$1mn to over 43.4% (including a surtax), hiking corporation tax from 21% to 28%, and raising the top rate 
of income tax from 37% to 39.6%.12 Suffice to say at this point, these proposals will be challenged/modified 
in Congress – and not just by Republicans.13 
 

…whilst China’s GDP jumped YOY in 2021Q1  

China’s GDP grew a record 18.3% (YOY) in 2021Q1, the largest YOY increase since China started keeping 
quarterly records in 1992.14 It was, however, marginally below expectations, with a Reuters poll of 
economists predicting 19% growth. The data were, moreover, significantly distorted by the annual 
comparison with 2020Q1 as GDP fell by 6.8% (YOY) in 2020Q1, reflecting the nationwide lockdowns at the 
peak of its Covid-19 outbreak. China’s National Bureau of Statistics commented that “…the national 
economy made a good start”. But it added: “…we must be aware that the Covid-19 epidemic is still 
spreading globally and the international landscape is complicated with high uncertainties and instabilities.” 
 

The MPC’s May meeting: no change in policy expected…  

The MPC is due to meet next week, with the monetary policy announcement made on 6 May. At the last 
meeting, ending on 17 March 2021, MPC members voted to leave monetary policy unchanged, 
unanimously voting for:15-16  
• Maintaining the Bank Rate at 0.1%. 
• Maintaining the stock of sterling non-financial investment-grade corporate bond purchases, financed 

by the issuance of central bank reserves, at £20bn. 
• Continuing with its existing programme of UK government bond purchases, financed by the issuance of 

central bank reserves, maintaining the target for the stock of these purchases at £875bn. The existing 
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programme of £150bn of UK government bond purchases started in January and the MPC continued to 
expect it to be completed by around the end of 2021.  

 
On policy direction, the MPC significantly confirmed in March that it did not intend to tighten monetary 
policy at least until “…there was clear evidence that significant progress was being made in eliminating 
spare capacity and achieving the 2% inflation target sustainably”. And we do not expect any major changes 
in policy at the May meeting, though there are expectations that the pace of QE will be slowed. 
 
Suffice to say, QE is expected to continue. This implies interest payments will be increasingly sensitive to 
any future changes in Bank Rate, as QE effectively swaps longer-term gilts for newly created money (central 
bank reserves), on which the Bank pays the Bank Rate. As the OBR pointed out at the time of the March 
2021 Budget “…the public finances are also much more sensitive than they were to rises in short-term 
interest rates, due to a combination of the higher debt stock and its effective refinancing by the Bank of 
England through quantitative easing, which has shortened the median maturity public debt from more than 
seven years before the financial crisis to less than two today. To illustrate this risk, the 30 basis point 
increase in interest rates that has happened since we closed our forecast on 5 February would already add 
£6.3bn to the interest bill in FY2025 published in this document”.17 
 

…and the economic forecast should improve  

The Bank will release their latest forecasts next week, revised from February (table 1).18-19 We expect the 
GDP forecasts will be revised higher. The rise in GDP in 2020Q4 was over 1% (1.3%), compared with about 
½% expected in February, and the fall in 2021Q1 will almost certainly to be less (possibly around 1½%) than 
the fall of about 4% expected in February.  
 
Moreover, the Bank’s Chief Economist, Andy Haldane, has struck a positive tone in recent weeks, writing 
“…the rapid rollout of the vaccination programme across the UK means a decisive corner has been turned 
in the battle against Covid. A decisive corner is about to be turned for the economy too, with enormous 
amounts of pent-up financial energy waiting to be released, like a coiled spring”.20 Similarly, Deputy 
Governor Ben Broadbent has recently expressed the view that there will be “very rapid growth at least over 
the next couple of quarters”, particularly as the economy will be boosted by people simply saving less, let 
alone spending their accumulated Covid savings.21  
 
Turning to inflation, the February forecasts suggested CPI inflation rising to 2% by 2021Q4 (table 1). In 
March, the Bank expected that CPI inflation would return to around the 2% target in the spring, mainly 
reflecting higher energy price inflation, as the effects of earlier falls in oil prices drop out of the annual 
comparison (base effects) as well as more recent increases in energy prices. The announcements in Budget 
2021 on the extension of the VAT reduction for hospitality, holiday accommodation and attractions, and 
the freezing of some duties, constitute small downside news for the short-term inflation outlook, but these 
have been more than offset by the energy price news since the February forecasts. It was, however, 
expected that these developments would have few direct implications for inflation over the medium term. 
In other words, the MPC seemed to be relatively relaxed about the future path of inflation in March.  
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Table 1 Bank of England: February forecast, YOY (%), unless otherwise indicated  

 2020 2021 2022 2023 2024 
GDP  -10 5 7¼  1¾  … 
Unemployment rate (%), Q4 5¼   6½  5 4½  … 
Household consumption -12¼  4¼  11¾  1 … 
Business investment -15 4 12 4½  … 
Net contribution of trade (%, GDP) 2 -2½  -2¼  0 … 
Household saving ratio (%) 17¾  15¼  6½  6½  … 
Average weekly earnings (YOY, %), 
Q4  

4¼   ¾  2½  2¼  … 

CPI inflation (YOY, %), Q4  ½  2 2¼  2 … 
Bank Rate (%), Q1  … 0.1  -0.1  -0.1 0  
      

Source: Bank of England, “Monetary Policy Report, February 2021”, 4 February 2021. 
The path for Bank Rate implied by forward market interest rates. 
 

Other UK developments: better car production data and an upturn in house 
prices… 

There have been very few data releases in the past week. But two of note were March’s car production and 
Nationwide’s house price data for April.  
 
Following on from the improved car registrations for March, the SMMT confirmed some modestly better 
data for car production in the month.22-23 Production was up 46.6% in March 2021 (YOY) compared with 
March 2020, when the pandemic forced factories to close. But the monthly performance was still 22.2% 
down on the five-year average for March and 2021Q1 was still down 4.0% (YOY). The SMMT noted that 
“…companies continue to wrestle with global supply chain issues, the impact of new EU trading 
arrangements and Covid recovery at home and abroad”. And they added “…a new SMMT member survey 
reveals nine-in-ten companies expending additional resource managing UK/EU trade requirements with six-
in-ten large firms expecting Covid recovery to take at least six months”. 
 
Turning to the Nationwide’s house price data, they showed that prices rebounded in April, with a 
seasonally adjusted increase of 2.1% (MOM) in the month to be 7.1% higher YOY.24 The annual increase in 
March had been 5.7%. Nationwide commented that “…housing market activity is likely to remain fairly 
buoyant over the next six months as a result of the stamp duty extension and additional support for the 
labour market included in the Budget, especially given continued low borrowing costs and with many 
people still motivated to move as a result of changing housing preferences in the wake of the pandemic. 
Further ahead…shifts in housing preferences may continue to support activity, even if labour market 
conditions weaken”. 
 

…and an Institute of Government study on fiscal positions of UK’s four 
nations 

The Institute of Government has recently released an interesting analysis of the fiscal positions of Scotland, 
Wales and Northern Ireland compared with England.25-27 The paper examined public spending and how 
much revenue was raised in each of the UK’s four nations for FY2018, the most recent year for which 
comprehensive data are available for all four nations. In FY2018, the UK government spent £91 more per 
person than it raised in revenues in England. But the net benefit received by people in the other three 
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nations of the UK was much larger, as shown in chart 2 and table 2. The UK government spent £2,543 per 
person more than revenue raised in Scotland, whilst the equivalent data for Wales and Northern Ireland 
were £4,412 and £5,118 respectively.    
 
On revenues the Institute of Government noted that all four constituent nations of the UK generated a 
similar level of revenues relative to the size of their economies. But because the economies of Wales and 
Northern Ireland were substantially weaker than those of England and Scotland in FY2018, they generated 
far less revenue per person in cash terms (see annex table 1 for the breakdown by revenue). Wales raised 
£3,154 revenue per person less than England, Northern Ireland raised £2,710 less and Scotland raised £466 
less.  
 
Turning to spending, spending per person was £1,986 higher in Scotland than in England in FY2018, whilst 
the equivalent data for Wales and Northern Ireland were £1,167 and £2,317 respectively. The Institute of 
Government made the following observations (and see annex table 2 for breakdown by spending):  

• Scotland: it was noticeable that most of the difference between the deficit per person in Scotland 
and England was explained by higher levels of spending in Scotland on domestic public services 
(which was not the case in Northern Ireland and, especially, Wales). Spending in Scotland was 
higher per person on all areas of public services. The biggest absolute differences were in spending 
on education (in part reflecting free university tuition), housing and community amenities 
(including greater investment in building and maintaining social housing) and transport (including 
higher spending on roads and subsidies for ferry and air services to the Scottish islands).  

• Wales: spending per person was also somewhat higher on most public services in Wales than in 
England. The biggest absolute differences in services spending were in spending on personal social 
services (where the Welsh government provides more generous, non-means-tested support than is 
available in England), health, and housing and community amenities. The main service area where 
less was spent per person in Wales than England was transport. Much of the higher transport 
spending in England was concentrated in London and transport spending in Wales was similar to 
that of other English regions.  

• Northern Ireland: more was also spent per person on most domestic public services in Northern 
Ireland than in England. The biggest absolute differences were in spending on housing and 
community amenities (in part because water supply is still a public service in Northern Ireland but 
is privatised elsewhere in the UK), support for agriculture, fisheries and forestry, and public order 
and safety (reflecting the costs of Northern Ireland’s political and security environment). Northern 
Ireland had the lowest level of transport spending among the four nations. This was because 
Northern Ireland lacked a comprehensive rail network and so spending on railways was far lower 
there than elsewhere in the UK.  

 
 
Chart 2 Breakdown of public sector deficit per person in FY2018 (FY2019 prices, £’s), broad categories  
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Institute of Government, “The fiscal position of Scotland, Wales and Northern Ireland”, 27 April 2021.  
 
 
Table 2 Breakdown of public sector deficit per person in FY2018 (FY2019 prices, £’s) 

 England Scotland  Wales Northern 
Ireland  

Deficit in 
England  

91 91 91 91 

Lower tax 
revenues  

… 466 3,154 2,710 

Higher 
spending, of 
which:  

… 1,986 1,167 2,317 

Benefits … 281 575 1,105 
Health … 130 136 171 
Education … 273 75 189 
Public order … 75 0 219 
Social care … 135 165 125 
Housing … 266 114 269 
Other  … 827 98 242 
     
Net 
tax/spending, 
compared with 
England 

0 2,452 4,321 5,027 

     
Total deficit per 
person 

91 2,543 4,412 5,118 

     
Institute of Government, “The fiscal position of Scotland, Wales and Northern Ireland”, 27 April 2021. There 
are rounding errors. See also annex tables 1 and 2.  
 
The Institute of Government noted that in FY2018, public sector net borrowing (PSNB) totalled 1.8% of GDP 
in the UK, but the deficits of the four constituent nations of the UK varied substantially. Allocating 
responsibility for debt interest spending and all international and defence spending evenly across the UK 
population suggested that England ran a deficit of just 0.3% of GDP, while Scotland had a deficit of 7.7%, 
Wales of 17.9% and Northern Ireland of 19.0% (chart 3). They also noted that since FY2018, the fiscal 
position of the UK had deteriorated as a result of the Covid-19 pandemic but “…it is beyond the scope of 
this report to construct a full forecast for each of the four nations. However, it is reasonable to assume that 
the fiscal balance of all four will be even further into the red over the next five to ten years than it was in 
FY2018 without further action to raise taxes or cut spending”. 
 
Chart 3 Public sector deficit/GDP (%), FY2018 
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Source: Institute of Government, “The fiscal position of Scotland, Wales and Northern Ireland”, 27 April 
2021.  
 

Brexit update 

It was announced on 28 April that the European Parliament had voted in favour of granting its consent to 
the Trade and Cooperation Agreement (TCA), see also annex table 3.28-30 The consent decision was adopted 
by 660 votes for, five against and 32 abstentions. The TCA had provisionally been in effect since 1 January 
2021, but this temporary application was due to lapse on 30 April. The accompanying resolution, setting 
out Parliament’s evaluation of and expectations from the deal, passed by 578 votes, with 51 against and 68 
abstentions. The resolution “…reiterates that the UK’s withdrawal from the EU is a historic mistake and 
recalls that the EU has always respected the UK’s decision while insisting that the UK must also accept the 
consequences of leaving the EU and that a third country cannot have the same rights and benefits as a 
Member State”.31  
 
The resolution also welcomed “…the announcement of an agreement between the UK and EU on a 
Memorandum of Understanding of financial services”. Technical discussions on the text of the 
Memorandum of Understanding (MoU), which was agreed in a Joint Declaration on Financial Services 
Regulatory Cooperation alongside the TCA, were completed on 26 March 2021, though the MoU still 
needed to be signed.32 The MoU will create the framework for voluntary regulatory cooperation in financial 
services between the UK and the EU. Specifically, it will establish the Joint UK-EU Financial Regulatory 
Forum, which will serve as a platform to facilitate dialogue on financial services issues. 
 
The resolution also condemned “…the UK’s more recent unilateral actions, in breach of the Withdrawal 
Agreement, to extend grace periods exempting exports from Great Britain to Northern Ireland from 
providing export health certificates for all shipments of animal products, exempting parcels from making 
customs declarations, and derogating from EU rules preventing soil from entering the internal market and 
on pet passports”. On 3 March the Northern Ireland Secretary unilaterally announced that the current 
grace periods on certain shipments from GB to NI would be extended until “at least 1 October 2021” and 
on 4 March HMRC unilaterally announced its “temporary approach to applying declaration requirements 
for the movement of goods in parcels” to NI from GB would be extended to 1 October 2021.33 The 
European Commission responded on 15 March by sending a letter of formal notice to the UK saying these 
unilateral actions breached substantive provisions of the Northern Ireland Protocol as well as the good faith 
obligation under the Withdrawal Agreement.34-35 The matters are, as yet, unresolved. 
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Annex  

Table 1 Breakdown of revenue per person across the UK, FY2018 (FY2019 prices, £’s) 
 England Scotland Wales Northern 

Ireland 
VAT 2,338 2,384 2,200 2,353 
National Insurance 2,171 2,060 1,561 1,586 
Income tax 3,141 2,396 1,723 1,570 
Corporation tax 913 653 447 465 
Excise duties 851 958 898 1,076 
Council tax & 
business rates 

1,009 955 867 779 

Other revenue 2,351 2,646 1,924 2,235 
North Sea 0 255 0 0 
Total 12,773 12,307 9,619 10,064 
Difference from 
England (lower) 

0 466 3,154 2,710 

     
Source: Institute of Government, “The fiscal position of Scotland, Wales and Northern Ireland”, 27 April 
2021. There are some rounding errors. 
 
 
Table 2 Breakdown of spending per person across the UK, FY2018 (FY2019 prices, £’s) 

 England Scotland Wales Northern 
Ireland 

Benefits 3,556 4,130 3,836 4,661 
Health 2,336 2,465 2,472 2,507 
Education 1,324 1,596 1,398 1,512 
Other public services 2,609 3,923 3,216 3,493 
Defence & 
international 
services 

806 806 806 806 

Debt interest  872 872 872 872 
Other+ 1,364 1,350 1,137 1,331 
Total 12,864 14,850 14,032 15,182 
Difference from 
England (higher) 

0 1,986 1,167 2,317 

     
Source: Institute of Government, “The fiscal position of Scotland, Wales and Northern Ireland”, 27 April 
2021. There are some rounding errors. 
+Other includes accounting adjustments & EU transactions.  
 
 
Table 3 Key Brexit dates 

Dates Key events  
23 June 2016 EU referendum. The UK voted to leave the EU. 
25 Nov 2018 UK/EU endorsement of Withdrawal Agreement (including Protocol on Northern 

Ireland) and Political Declaration on future relationship. Sources: (i) DExEU website, 
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“Agreement on the withdrawal of the UK from the EU & the European Atomic Energy 
Community, as endorsed by leaders at a special meeting of the European Council on 25 
November 2018”, 25 November 2018, (ii) DExEU website, “Political Declaration setting 
out the framework for the future relationship between the EU and the UK”, 25 
November 2018. 

… The key features of the Protocol on Northern Ireland (the “Northern Irish backstop”) 
were (see Ruth Lea, “The IMF downgrades global growth again for 2019, slowest pace 
since the financial crisis”, Arbuthnot Banking Group, 21 October 2019): 
• A “single customs territory”. The UK would align tariffs & rules applicable to its 

customs territory to the EU’s. 
• UK regulatory alignment measures to ensure a “level playing field”. These would 

include alignment with the EU’s state aid rules, competition policy, labour and 
social protection, & environmental protection & climate change. 

• There would be additional alignment conditions & checks on goods for Northern 
Ireland. 

• Any termination of the Protocol (the “backstop”) would be decided by the EU-UK 
Joint Committee. No unilateral termination. 

31 March 
2019 

Initial leaving date, deferred. 

24 July 2019 Boris Johnson becomes Prime Minister. 
17 Oct 2019 UK/EU agreement on revised Withdrawal Agreement (including Protocol on Northern 

Ireland) and on revised Political Declaration on future relationship. Source: European 
Commission, “Brexit: European Commission recommends the European Council (Article 
50) to endorse the agreement reached on the revised Protocol on Ireland/ Northern 
Ireland and revised Political Declaration”, press release, 17 October 2019. 

… As agreed in the NI Protocol to the revised Withdrawal Agreement (see Ruth Lea, “The 
IMF downgrades global growth again for 2019, slowest pace since the financial crisis”, 
Arbuthnot Banking Group, 21 October 2019): 
• NI will stay in the Single Market to ensure an open border with Irish Republic. NI 

will remain 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. [However, the 
TCA (Dec 2020) 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. 

31 Oct 2019  Revised leaving date, deferred. 
12 Dec 2019 UK General Election, Conservative majority.  
31 Jan 2020 UK leaves EU, start of transition period.  
24 Dec 2020 UK-EU Trade and Cooperation Agreement (TCA), with Joint Declaration on Financial 

Services Regulatory Cooperation, agreed. Source: HM Government, “UK-EU Trade and 
Cooperation Agreement: summary”, 24 December 2020. (See Ruth Lea, “January 2021: 
a new relationship with the EU, as Covid-related restrictions are tightened further”, 
Arbuthnot Banking Group, 4 January 2021.) 

30 Dec 2020 UK-EU Trade and Cooperation Agreement (TCA) signed. 
1 Jan 2021 End of transition period, TCA provisionally became operative.  
3 March 2021 Northern Ireland Secretary unilaterally announced current grace periods for checks on 

“imports” of certain goods (food, animal products) into NI from GB would be extended 
until “at least 1 October 2021”.  

4 March 2021 HMRC unilaterally announced its “temporary approach to applying declaration 
requirements for the movement of goods in parcels” to NI from GB would be extended 
to 1 October 2021. 
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Classification:  Confidential 

15 March 
2021 

European Commission sent a letter of formal notice to UK saying unilateral actions 
breached Northern Ireland Protocol as well as good faith obligation under Withdrawal 
Agreement. (See Ruth Lea, “The Bank: no policy tightening until significant progress in 
eliminating spare capacity and achieving inflation target, Arbuthnot Banking Group, 22 
March 2021.) 

26 March 
2021 

Technical discussions on Memorandum of Understanding (MoU) on financial services 
(agreed in Joint Declaration on Financial Services Regulatory Cooperation) concluded. 
Source: HM Treasury, “Technical negotiations concluded on UK – EU Memorandum of 
Understanding”, 26 March 2021.  

28 April 2021 Announcement of European Parliament’s ratification of TCA. Source: European 
Parliament, “Parliament formally approves EU-UK trade and cooperation agreement”, 
28 April 2021. 
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