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Chief Executive DACC

Dr Shona Dobbie
Angus Economics

It's now been six months since the UK Lockdown
and restrictions kicked in and that's been a
tumultuous time for organisations globally, with
the local economy seeing a mix of highs and lows.

National, large organisations have closed their high
street doors, but others are thriving as we all adapt
to being at home more, investing our time and
energy in improving our spaces.

This second publication of the Dundee & Angus
Chamber Economic Indicator Report sees us reveal
our DACC Business Sentiment Indicator, a measure
of current business conditions and expectations for
the future.

We've had a very positive level of responses again
this quarter and encouragingly, many businesses are
reporting strong order books which is lifting future
expectations. We know that positive expectations
then encourage businesses to invest — that's vital for
stimulating and supporting our local economy.

But let's be clear, there is fragility in our economies

at the moment, and we can see in our Indicator that
when businesses lack information and clear guidance,
that shakes confidence and expectations. In turn,

that dampens sentiment, and behaviours change.

We need to see further business support measures
to alleviate difficult trading conditions caused by
the pandemic and a clear route through Brexit,
with progress on trade deals. Businesses have not
been able to use 2020 to plan for the UK's exit from
the EU and time is not on our side.

However, we can see from responses to the last two
surveys that businesses can and will adapt quickly,

and those who do so report considerable benefits to
their revenues. Making informed decisions is the key.

As the trend in our data shows, business sentiment
remains relatively positive as we go through the
second half of 2020: protecting job losses and
supporting businesses remain critical priorities.
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This chart shows the ‘net balance’ measure of confidence for the key
variables in our local economic survey. The net balance is calculated
by subtracting the percentage of firms reporting a decrease in activity
from the percentage reporting an increase and, in general, a positive
net balance indicates growth and a negative net balance indicates
contraction. This methodology is consistent with that used by the
Scottish Chambers of Commerce QES.

The results clearly illustrate the extent to which the Dundee & Angus
economy continues to face significant challenges as the battle to
cope with Covid-19 takes its toll on the economy. Each variable has
improved since Q2, but the majority remain in negative territory,
indicating that the sharp recovery we all hoped for is unlikely to
materialise. But we have seen some recovery, most notably in
business revenue which has improved from its previous reading

of -56% to a much more encouraging level of -3%. Unfortunately,
both profits and cash flow clearly remain under pressure, leaving
businesses in a vulnerable position. The positive reading for wages
reflects the success of the furlough scheme in recent months.

all 8 key variables have improved during
Q3, but the majority continue to signal
some degree of contraction in local
economic activity
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change in business revenue since last quarter

50 The trend in sales over the last 3 months has been encouraging,
but the net balance has not yet turned positive, indicating that
conditions remain tough overall. Our results show that firms operating
20 across the rest of the UK are struggling most, with 39% of respondents
in this category reporting a further decrease in revenue over the last
3 months. But it is encouraging to see that 27% of firms operating
in Scotland, and 26% of those operating in export markets, have
30 managed to achieve an increase in revenue.
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change in orders since last quarter
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Orders have improved significantly over the last few months but the
net balance remains slightly negative at -2%. While more than 36%

of businesses have reported an increase in orders, almost 39%
reported a decrease. Orders in Scotland have recovered most, but
businesses operating across the UK as a whole remain challenged,
with the net balance figure of -24% indicating an ongoing contraction
in orders. Export orders are also under pressure, as evidenced by

45% of companies active in this sector reporting that orders have
decreased over the last 3 months.

net balance (%)

Total -2
Scotland -3
Rest of UK -24
Export -19

61% of local businesses reported that
orders remained constant or increased,
but 39% reported a decrease



on average, operating
capacity in businesses
across Dundee & Angus
has improved from 54%
to 69%
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change in business optimism
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Our survey asked respondents to assess their current level of
business optimism against both the last 3 months and last year
and the net balances are displayed here for each sector. The
results highlight that business optimism is generally higher than
3 months ago, but remains significantly lower than it was at this
time last year. Respondents from the agricultural, business services,
finance, oil & gas, trades and transport sectors are reported to be
significantly more confident than they were 3 months ago, but
the arts, education, healthcare, hospitality and retail sectors have
reported that, on balance, their confidence has deteriorated even
further since June. Only the agricultural and finance sectors are
reporting an increase in confidence since this time last year.

it is encouraging to see that
several sectors are reporting
that their business optimism
has improved over the last

3 months
J
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factors now more important than three months ago

Local businesses have identified some key factors which have
increased in importance over the last three months. Topping the

list is taxation, followed by competition, inflation and exchange rates,
while neither interest rates nor business rates appear to be causing
too much concern at this point in time. Concerns about taxation have
heightened since the previous survey, reflecting worries about the
impact on public finances of fiscal moves to combat the economic
impact of Covid-19. Local businesses are also becoming increasingly
concerned about exchange rates.

M e Qver the last three
momeeiion MONTNS lOCal
oo businesses have
[ become significantly
more concerned
about the issues of
both taxation and

exchange rates
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revenue expectations for next three months

60 Looking forwards, businesses across the Dundee & Angus region
are much more positive about sales. This is most noticeable when
companies are assessing expected sales in Scotland, with 51% of
50 companies expecting an increase during the next 3 months. But
sales across the rest of the UK are expected to remain challenged,
with almost 30% of respondents expecting revenue from these sales
to decrease. Revenue expectations are highest in the trades sector,
healthcare and agriculture whilst there is still a high degree

of pessimism and uncertainty in the tourism sector.

51% of local
businesses expect

net balance (%)
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Covid-19 has forced 38%

of local businesses to make
changes to the products and
services they offer
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expectations of future business prospects
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We asked local businesses to assess their business prospects over

the next 12 months and this chart shows the results expressed as

‘net balances' of confidence. It is encouraging to see that several
sectors have a very positive outlook for the year ahead, most notably
agriculture, the arts sector, trades and tourism. And other sectors,
such as finance & insurance, business services, oil & gas and education
have also recorded a positive outlook. But the construction and

retail sectors are clearly concerned about the outlook over the next

12 months and it is particularly worrying that several companies,
particularly in the education and hospitality sectors, even have doubts
about their ability to survive.

47% of businesses expect
their prospects to improve
over the next 12 months,
but 7% are concerned that
they may not even survive
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DACC business sentiment indicator
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We have created a confidence indicator for businesses located

in the Dundee & Angus area, based on the many responses we
have received to our Quarterly Economic Survey. The ‘current’
indicator reflects confidence about recent trading conditions and
it is encouraging to see that this has increased from a reading of
-39% in June to a reading of -10% today. But the fact that this index
remains in negative territory tells us that local businesses are still
being challenged by a contraction in activity, albeit at a slower
pace. However the ‘expectations’ index, which reflects businesses’
assessments of future trading and activity, remains in positive territory
and has increased from a level of 5% in June to 10% today. This
pattern of results, in which businesses are relatively more confident
about the future, is positive for activity over the next few months.

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3
2018 2019 2020
Expectations Current conditions

13
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conclusions and outlook
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This is the second business and economic survey covering Dundee &
Angus and it has been undertaken just 6 months on from lockdown,
during an extremely challenging period for local businesses. But the level
of engagement with the survey has been high and the responses given
present us with a really valuable insight into how the Covid-19 pandemic
has affected businesses across this area. And it is really encouraging to see
improvement, since the previous survey, across all the key variables such
as revenue, orders, profits, cash flow, investment and employment, even
though the latest readings are not yet indicating growth and expansion.

The results of our survey confirm the flexibility of local businesses in
their response to Covid-19. Many firms have introduced flexible working,
a large number have made changes to the products and services they
offer, and offices or workshop spaces have had to be changed. Overall,
both agriculture and finance & insurance are continuing to do well,
whilst hospitality, tourism, construction and retail remain challenged by
restrictions in activity and the ongoing need for social distancing.

Our new DACC Business Sentiment Indicator pulls all of the results

together and provides an overall assessment of current conditions in the
local economy, and expectations for the future. The current conditions
indicator now stands at a level of-10%, reflecting ongoing contraction in
activity, but it is particularly encouraging to see the expectations index rise
to a level of +10%, reflecting a higher level of optimism about future trading
and activity.

Dr Shona Dobbie, Angus Economics
September 2020
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