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Global business activity continued to grow in September driven by the rollout of vaccines, policy support and the lifting of restrictions.
Europe has outperformed other economies. However, overall global activity has slowed over the month, suppressed mainly by supply
chain issues.

The latest monthly GDP data for both the UK and Scotland have been positive, but growth has been lower than expected.

The Scottish labour market has continued to strengthen, with higher employment and lower economically inactive over the summer.

However, staff shortages are being reported across almost all sectors. Staff retention and recruitment has been highlighted by
businesses as one of the biggest challenges over the next 6 months. Some are responding by offering increased salaries and other
incentives.

Shortages of some goods, a knock-on effect of both Brexit (for the UK) and COVID (globally), have pushed prices up and disrupted
some supply chains. This has been exacerbated by labour shortages in the transport and logistics sector.

The latest forecast for the Scottish economy is for robust growth in 2021 as COVID restrictions ease, and a return to pre-pandemic levels
of output by April 2022.

Possible headwinds facing Scottish businesses in the near term include ongoing rising input costs, supply chain disruptions,
competition for staff as vacancy rates hit an all time high, and possible redundancies following the end of the furlough scheme.
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The UK economy grew by 0.4% in August and remains 0.8% below
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https://www.markiteconomics.com/Public/Home/PressRelease/b09e7b7d85d04247a7231c85776bd5e7
https://www.ons.gov.uk/economy/grossdomesticproductgdp/bulletins/gdpmonthlyestimateuk/latest
https://www.markiteconomics.com/Public/Home/PressRelease/67b54f2f9b0b45a5a934b4bf12c5507b
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/bulletins/uklabourmarket/october2021
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https://www.gov.scot/publications/monthly-gdp-july-2021/
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/datasets/summaryoflabourmarketstatistics
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/earningsandworkinghours/datasets/realtimeinformationstatisticsreferencetablenonseasonallyadjusted
https://www.markiteconomics.com/Public/Home/PressRelease/8aa9df7794ca4007b9bf72ee4805c85f
https://www.gov.scot/publications/monthly-gdp-july-2021/
https://www.gov.scot/publications/monthly-gdp-july-2021/
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Feedback from Scottish Enterprise Customers: October 2021

Overall Sentiment & Trends

Based on a small sample from our Business Trends Survey,
businesses are generally upbeat and positive about the next 6
months. However, staff retention and recruitment is highlighted as
one of the many challenges in the near future.

Staff shortages continue to be reported across almost all sectors
which could lead to increased salaries.

Businesses are continuing to explore new ways of working
including hybrid schemes of office and home working.

Energy prices have not been mentioned by businesses as major
problem currently.

Global supply chain issues continue to impact many sectors.

Workplace

Some businesses have gone “fully remote” and have given up
their physical offices while others are looking at hybrid
options. Currently, the hybrid model appears to be the most
common.

With the increase of remote working opportunities, some
businesses are concerned there will be increased competition
for skilled workers from businesses based in locations where
higher salaries may be offered - e.g. live in Edinburgh and work
(remotely) for a London employer with an associated London
sala
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Supply Chains

* Increased raw material prices, due to global supply issues,
increased freight costs and transport disruption and delay are
negatively impacting on business cash flow across many
sectors.

« Some businesses are looking at other industries to source
raw materials and repurpose them.

International

. Some tradeshows have resumed as a mixture of hybrid/in-
person events.

« Getting samples into European markets remains difficult
due to new regulations, particularly VAT rules.  Although
some improvements have been reported the situation remains
challenging.

Transport

. Employment Agencies are approaching HGV drivers with
offers of increased salaries and better conditions. As a
result, some transport companies are putting incentives in
place to retain staff.

. Labour shortages in the logistics sector now extend beyond
HGV drivers, with warehouse staff and van drivers also

increasingly scarce.
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Sectors

Energy

There is a shortage of offshore drillers as many have left the oil
& gas sector.

Net zero and climate change are very much on the business
agenda with many looking at opportunities within battery
manufacturing and energy transition.

Some businesses within the oil & gas sector supply chain have
said they are not recruiting graduates as they do not have time
to mentor them.

Food and Drink

There remains concern over CO2 supply issues and the
impact it will have on the food and drink supply chain. The gas
is used to package food, stun animals for slaughter and to
carbonate drinks.

Logistic prices and lack of flight options continues to have
a negative impact on the overall cost and availability of shipping
food and drink products, particularly seafood.

Insights & Economics

Life Sciences

Life Science businesses are reporting issues recruiting
and retaining staff at all levels. Salaries in the sector are
increasing due to a combination of staff 'poaching’ or to retain
key staff.

Hospitality and tourism

The hospitality sector is facing major recruitment
challenges. In some cases, due to the shortage of staff, new
recruits are not always receiving the level of induction or support
that would normally be provided and are choosing to leave.

Many businesses are still in survival mode and not yet in
recovery. Concerns remain about the autumn and winter
months ahead with continued staffing challenges and rising
costs.

There continue to be issues filling vacancies within the
hospitality sector, especially chefs and kitchen staff;
others may leave the sector due to the long, unsocial hours.

A shortage of staff can, in some cases, result in a reduced
menu offering, fewer covers and shorter opening hours.
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Economic Forecasts

The IMF forecasts the global economy will grow 5.9% in 2021,
slightly lower than its summer forecast (0.1 percentage points).
Although economic growth has picked-up during 2021, driven
by the rollout of vaccines, policy support and the lifting of
restrictions. countries have recovered at different rates, and this
pattern of uneven growth is likely to continue into 2022 and
potentially beyond. The IMF points to headwinds such as rising
prices and further supply chain disruptions as potential brakes on
growth.

>
x
<
=
=
.
w

RECENT
ECONOMIC
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IMF GDP Growth Forecasts, October 2021 (%)
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Fraser of Allander Forecasts

The Fraser of Allander Institute is forecasting Scottish GDP
growth of 6.5% for 2021 and 4.8% for 2022, similar to the IMF’s
UK forecasts. Forecasts for both years has been upgraded due to
after higher-than-expected actual growth in Q2.

The Scottish economy is expected to return to its pre-pandemic
size by April 2022.
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https://fraserofallander.org/publications/fai-economic-commentary-2021-q3/
https://blogs.imf.org/2021/10/12/a-hobbled-recovery-along-entrenched-fault-lines/

Challenges & Opportunities

> Businesses are under increasing cost pressures with more reporting
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https://www.gov.scot/publications/bics-weighted-scotland-estimates-data-to-wave-39/#:%7E:text=Business%2C%20industry%20and%20innovation%20Business%20Insights%20and%20Conditions,Statistics%E2%80%99%20%28ONS%E2%80%99%29%20Business%20Insights%20and%20Conditions%20Survey%20%28BICS%29.
https://www.gov.scot/publications/bics-weighted-scotland-estimates-data-to-wave-39/#:%7E:text=Business%2C%20industry%20and%20innovation%20Business%20Insights%20and%20Conditions,Statistics%E2%80%99%20%28ONS%E2%80%99%29%20Business%20Insights%20and%20Conditions%20Survey%20%28BICS%29.
https://www.lloydsbankinggroup.com/media/press-releases/2021/lloyds-bank/business-optimism-economy-positive.html
https://fraserofallander.org/what-are-businesses-doing-to-support-climate-action/
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