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The Economic Cost of Travel Restrictions in 2021
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Summary ofthe Costs of Ongoing Travel Restrictions

Introduction

In February 2021, Airlines UK, the trade body foiirad registered in the United Kingdom, supportedIBg,
Virgin Atlantic, Heathrow, Gatwick, Manchester Airports Group and Colli@somy commissioned York Aviation
to undertake a review of the potential economic costs to the UK economy of ongoinga@ testrictions to a
range of countriesmposed dueo the COVIEL9 pandemicontinuing throughout 2021

Purpose of the Analysis
The research examines two potential scenariogtiermeaningful opening up of international travadiring 2021

Q Reopeningin May 2021¢ this scenario corresponds to thte NA YS  a A y A & (plar\@Ehichidensifiesk a I LJ
May 17" as the earliest date at whidnternational travel will be allowed for anything other a small number
of specific purposes;

Q Reopening in September 2024 this scenarioreflects a scenario in whicimternational travel cannot be
meaningfully reopened over the summer aridternational ravel only starts toeturn in September.

These scenarios are compared to a baseline positiavhioh the level of flying remains largely as it is currently,
withonly@SNE t AYAGSR aSNIBAOSA 0SAy3 tBanabk NsSdual ttadel. Itshodld A y S &
also be noted that the two re@peningscenariogeflect conservative and cautious@pening. Even by the end of
2021, seat capacity is still assumed to be substantially below 2019.leleis means that the economic costs of
failing to reopenor conversely the economic benefits ofopening ardikely to be relatively conservativet is
also important to be clear on what is meant teropening in the context of air travel market&or the purposes
of this analysis, the fundaemtal point is thappassengers will not be travelling against UK Government adwide
that quarantine or similar restrictions will no longer be in place at either end of a rowe would expect some
socialdistancing to remain in plada airportsandfor masks to remain mandatogn aircraft. It would also seem
reasonable to suggest that somefofm of proof ofvacciration or recent negative COVID test could be part of re
opening but would need to be resonably pricedand not overly burdensomen passengersotherwise it will
ultimately limit the ability to restart

The review seeks to estimatbe economic costs of failing to 4@pen (or conversely the economic benefits of
reopening)in terms of the effets on trade, tourism and overall UK GIDP2021 It regards the costs to the
economy of the loss of international connectivity in 2@20already gone and instead focusses on the impact of
continued restrictions moving forward through the rest of 202lis also important to note that this analysis does
not seek to identify losses comparedtte pre-pandemic position 20191t focusses purely on the costs of failing
to re-open travel over the rest of 2021

¢CKS Fylteaara T2 0dza ahSaumdes of ton@iger dedfrylgioup® y 8 KA LI ¢ A U

Q the USA;

Q theEU;

Q the members of theComprehensive and Progressive Trlasific PartnershigCPTPR)which include
Canada, Mexico, Peru, Chile, New Zealand, Australia, Brunei, Singapore, Malaysia, Vietharararsthdap
which has been the subject of recent discussions around-BBEXIT trade deals

Q anumber of otheemerging market economies, including Indizhina, Brazil and South Africa

The results of the analysis this summary ar@resented in aggregate in line with the groupings above. Impacts
on a country by country basis are set out in the main body of the report.

In each casethe analysis considers how these metrics will be impadtdte UK is not able tplot and deliver a
clear course out of lockdown for the aviation indust§uch a coursis vital not only for the survival and recovery
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The Economic Cost of Travel Restrictions in 2021

0.8.

0.9.

0.10.

of the industry itself, and the many people it employs across the UK, but also for the recovery of the wider UK
economy. The UK is, fuadhentally, a trading nation and has been for centuries. Its wealth and prosperity are
inextricably linked to its ability to interact with global markets. Without air travel, this ability is severely limited.

Summary of the Costs of Ongoing Travel Resions

Figure0.1 showsthe different scenarios for the recovery in seat capacity aggregated across the country markets
consideredcompared to both the baseline for this assessmantl activity in 2019.This fiows the reopening
scenarios and the importance of the Sumnsmason in terms of delivering flying activity. Agata worth
highlighting that even with recoverylying levels are substantially below 2019, jpendemidevels.

Figure0.1: Assumed Aggregated Seat Capacity by Scenario
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Table 0.1 summarises the results of this analysighferUus, the EUthe CPTPP and Other Emerging Economies
groups These estimates have been based on $eenarios above and the use of a range of secondary research
and datato estimate the economic costs of not-opening international travellt should be recognised that the
relationships used to estimate these efts are generalised and are reflective of long term relationships.
However, we believe thegre a reasonable basis for considering the potential scale of the economic costs here
Specifically in relation to the numbers of jobs placed at risk, it is itapbto understand that we would not expect
these jobs necessarily to be lpgtlithough some would be. The number of jobs placed at risk represents the
number that would normally be required tproduce the level of GDP lost in a given year. If the dutbat
supports this GDP is Igst ultimately threatens these jobs, even if they are not ultimately lost.

The Tablesets out two sets of resulteflecting the two scenarios identified for the-mpening of international
travel:

Q The Economic Cost ddot ReOpening in May during 202¢, these results reflect the estimated lost GDP,
trade and tourismresulting from international travel failing to +@penin May and then remaining largely
closed for the rest of 2021,

Q The Economic Cost @felayingRe-Opening until Septemberc these results reflect theost of not reopening
in May but instead repening in September. The costs identified harea a sukset of the economic costs
of not re-opening in May They are not additive. They are a demaatson of the economic cost of losing the
summer seasothroughdelay.

2 ES5York Aviation
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Table 0.1:AggregatedSummary of the Economic Costs of Failing to Open Uerhrational Travel in 2021

‘ UK Economy Trade Tourism ‘
Country/ Total . . Tourism
Country UK GDP UK J.Obsit Exports Imports Trade Tourls_m Tourism Jobsat
Grou - Risk - - Expenditure GDP .
p (£ billion) (000s) (Ebillion) | (£ billion) (£ (£ billion) (& billion) Risk
billion) (000s)
The Economic Cost dfot Opening in Mayduring 2021
us -£3.6 -79 -£7.9 -£7.0 -£14.9 -£0.9 -£1.0 -24
EU -£42.0 -920 -£31.6 -£41.9 -£73.5 -£2.7 -£3.0 -71
CPTPP. -£1.4 -31 -£3.1 -£3.3 -£6.3 -£0.5 -£0.6 -13
Countries
Other
Emerging -£0.7 -15 -£2.2 -£2.7 -£4.8 -£0.5 -£0.6 -13
Economies
Total
-£47.6 -1,044 -£44.7 -£54.8 -£99.5 -£4.7 -£5.2 -122
Impact
The Economic Cost @felayingRe-Opening untilSeptember
us -£2.4 -52 -£5.2 -£4.6 -£9.7 -£0.6 -£0.7 -15
EU -£22.6 -495 -£17.0 -£22.6 -£39.6 -£1.6 -£1.8 -41
CPTPP. -£0.9 -20 -£1.8 -£2.0 -£3.8 -£0.3 -£0.3 -7
Countries
Other
Emerging -£0.4 -8 -£1.2 -£1.5 -£2.7 -£0.3 -£0.3 -8
Economies
Total
-£26.2 -574 -£25.1 -£30.6 -£55.7 -£2.7 -£3.0 -71
Impact

Source: York Aviation.

0.11. The economic costs of not4@pening international travel in May and remaining largely clogetll the end of
2021 are undoubtedly substantial. In total, across all the coun&i@snined in this analysis, the impact on UK
GDP is estimated to be around£6 billion with nearly £10®illion in lost trade and tourism GDP losses of around
£5.3 billion These losses would potentially put oM&5000 jobs at risk in the alreadyard hit international
tourism sector, with particular impacts on the hospityakector, and threatemver a million jobs across the wider
economy across a wide range of sectors.

0.12. By far the largest driver of this economic cost is the tmstnectivity with the EU over the period from May to
December, which alone accounts for £48lidu in lost GDPE73.5 billion in trade and £3.0 billion in tourism GDP.
DA@SY (GKS aAiay3dz I NI AYLEZ2 NIy OS, thisT perta ursuvplisingdomsilerRit y 3 NI
is also worth noting the significant impact of the loss of cotinég with the USA ¢ KA OK Aa GKS | YQ2
country trading partner. The CPTPP countries and Other Emerging Economies would together account for
economic costs of around £2.1 billion in lost GBPL.4 billion in lost trade and £1.3 billion @st tourism GVA if
international travel cannot be repened in May.

0.13. The consequences of delayingapening until Septembeeffectivelycrystallisesa significant proportion of the
losses from not opening in May, demonstrating the econamjoortance of the summer seasorThe cost of this
delay is estimated to be arourR6.2 billion in UK GDP, around £55.7 billion in trade and iiBion in tourism
GDP

0.14. Figure0.2 Provides the same analyses but on a country by country basis.

3 ES5York Aviation
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Figure0.2: Country by Country Summary of the Economic Costs of Failing to Open Up International Travel in
2021

Country/ . T Total Tourism ToTuoriuerZm Tourism |
g?g:;ry Uér%DP UKRJiZES at Ezg(q))rts Irrggn(z;ts Trade Expenditure GDP Jol?s at
(Em) (Em) (Em) Risk
The Economic Cost of Not Opening in May during 2021
us -£3,600 -78,900 -£7,870 -£6,980 | -£14,850 -£920 -£1,030 | -24,070
EU -£41,960 -920,000 -£31,640 | -£41,890 | -£73,530 -£2,730 -£3,030 | -71,070
India -£220 -4,800 -£310 -£830 -£1,140 -£120 -£140 -3,220
China -£210 -4,700 -£1,460 -£1,440 -£2,900 -£310 -£340 -7,960
Brazil -£40 -900 -£110 -£60 -£170 -£30 -£30 -780
South Africa -£200 -4,300 -£270 -£350 -£620 -£40 -£50 -1,080
Australia -£20 -400 -£120 -£90 -£210 -£90 -£100 -2,400
Brunei -£20 -500 -£10 £0 £0 £0 £0 -60
Canada -£670 -14,700 -£920 -£860 -£1,780 -£160 -£170 -4,090
Chile -£20 -400 -£100 -£60 -£160 -£10 -£10 -140
Japan -£80 -1,800 -£670 -£850 -£1,520 -£80 -£80 -1,960
Malaysia -£100 -2,200 -£230 -£200 -£430 -£60 -£60 -1,520
Mexico -£190 -4,200 -£210 -£250 -£460 -£30 -£30 -700
New Zealand -£30 -700 -£110 -£80 -£190 -£20 -£20 -550
Peru -£10 -100 -£20 -£40 -£60 £0 £0 -20
Singapore -£230 -5,000 -£590 -£580 -£1,170 -£70 -£80 -1,780
Vietnam -£40 -800 -£80 -£270 -£350 -£10 -£10 -160
The Economic Cost @felayingRe-Opening until September
us -£2,350 -51,600 -£5,150 -£4,550 -£9,700 -£590 -£660 -15,380
EU -£22,565 -494,800 -£17,000 | -£22,550 | -£39,550 -£1,570 -£1,750 -40,980
India -£115 -2,500 -£150 -£450 -£600 -£70 -£80 -1,840
China -£120 -2,600 -£800 -£800 -£1,600 -£190 -£210 -4,900
Brazil -£20 -500 -£50 -£50 -£100 -£20 -£20 -450
South Africa -£100 -2,100 -£150 -£200 -£350 -£20 -£30 -600
Australia £0 0 £0 £0 £0 £0 £0 0
Brunei -£15 -400 £0 £0 £0 £0 £0 -50
Canada -£450 -9,900 -£600 -£600 -£1,200 -£100 -£120 -2,730
Chile -£10 -200 -£50 -£50 -£100 £0 £0 -90
Japan -£50 -1,000 -£400 -£500 -£900 -£40 -£50 -1,130
Malaysia -£60 -1,300 -£150 -£100 -£250 -£40 -£40 -940
Mexico -£140 -3,100 -£150 -£200 -£350 -£20 -£20 -440
New Zealand -£15 -300 -£50 -£50 -£100 -£10 -£10 -310
Peru £0 0 £0 £0 £0 £0 £0 0
Singapore -£140 -3,100 -£350 -£350 -£700 -£40 -£50 -1,060
Vietham -£15 -300 -£50 -£100 -£150 £0 £0 -90

Source: York Aviation.
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1.

1.1.

1.2.

1.3.

1.4.

1.5.

Introduction

Background

In February 2021, Airlines Ukhe trade body for airlines registered in the United Kingdom, supported by
supported by IAG, Virgin Atlantic, Heathrow, Gatwick, Manchester Airports Group and Collinson Group
commissioned York Aviation to undertake a review of the potential economis twothe UK economgf ongoing

air travel restrictionsto a range of countrieselated to the COVH29 pandemic Thisresearch builds on and
updates the previous research undertaken by York Aviaégamining theeconomic costs ofJkUS travel
restrictions in 2026. The review seeks to estimate this impact in terms of the effects on trade, tourism and overall
UK GDP.

2020 was aatastrophic year for the aviation industry globally, including in the UK. The-C®yandemiall

but halted air travel asdrsh travel restrictions were imposed to stop the spread of the \and all but the most

essential travel wasither banned or subject to significant restrictions, such as quarantines for arriving travellers

for much of the year.Passenger traffic at Uddrportsfell by 75% in 2020 compared to 201%he picture is even

more stark if we remember that much of the passentraffic at UK airports in 2020 was in fact handled in the

first quarter of the year, beforéavel restrictions came into force2021 sadly, has started in a similar veifihe
resurgence of the virus before Christmas, fuelledyb$ ¢ @I NA I yia>x FyR GKS ! vyQa 02
nationallockdown has seen the extensiarf travel restrictions G KS A i KRNR BNA R2 RE Q¢ Ny @ |
in the summer of 202@nd the introduction of new measures, suchisarantine hotel® | y-#epaltiMdSand

arrivals testing The result habeenthat air transport markets from the UK have remained largely closed

¢CKSNBE Aasx K2gSOSNE Ol dza S FauNdas2shiarprosediucepssiul arid ghe thidQa J|
lockdown has significantly reduced new case numbers and dedtbs result, the UK Government has set out a
programme formoving out of lockdowrand re-opening the economy. This process includeK S D2 GSNY YSy
Global Travel Taskforce reportingn 12" April with recommendations aimed at facilitating a return to
international travel as soon as possible while still managing the risk from impoatezs and variants of concern.

This precedes BK Government decision amhen international travelshould resume, that should be no earlier

than 17" May.

Plottingand deliveringa clearcourse out of lockdown for the aviation industryeissential It s vital not only for

the survival and recovery of the industry itsedihd the many people it employs across the UK, but also for the
recovery of the wider UK economyfhe UK is, fundamentally, a trading natiand has been for centuries. Its

wealth andprosperityare inextricably linkedo its ability tointeract with global marketsWithout air trave] this

ability is severely limited It needs to be remembered thaiir travel is not just about holidays. A significant
proportion of passengers travel for businessl air transportlso plays a central role in moving cargo around the
world. ¢ KS ! YQ& I 0Af A (markets,2o sButce Bdtefiald arkadriligeftdm overseas, to attract

foreign direct investment (FDIxnd to bring international visitors to the country is dependent on air traéle

longer that the reopening of international travel is delayethe INB I G SNJ 6§ KS S02y2YA 0O O2a
economy.

¢CKA& NBaSI NOK 02y aanRdy Nanspdriinls witha CadigeScQuatses afdud the world to
demonstrateil KS @I £ dzS 2F (KS | YQa glbaleSndhietoth Rrgdand sy gaSOi A 2 y
case we examine:

Q the extent of airtransportlinksto / from the UK before the onset of the pandemic;

Q trade and investment links between the UK agath country;

Q the contribution each country makes tourism in the UK;

1York Aviation (2020)-he Wider Economic Impact of KIS Travel Restrictioms 2020.
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1.6.

1.7.

1.8.

1.9.

Q how 2021 might look irterms of the recovery of air trap®rt linkswith and wthout an effective course out
of lockdownfor the industry;

Q the economic cost to the UK terms of trade, tourism and GDP from failing to deliaareffective opening
up of the various air transport markets.

The researclexamines two potential scenarios for the meaningful opening up of international travel during 2021:

Q ReopeninginMay 202t KA &4 &aOSy Il NA2 O2NNBalLRYyRa (G2 GKS t NAYS
May 17" as the earliest date at which internatial travel will be allowed for anything other a small number
of specific purposes;

Q Reopening in September 2024 this scenario reflects a scenario in which international travel cannot be
meaningfully reopened over the summer and international travel ostgrts to return in September.

These scenarios are compared to a baseline position in which the level of flying remains largely as it is currently,
gAOK 2yfé& OSNE fAYAGSR aSNWAOSa o0SAy3a 2FFSNBsRould& I AN
also be noted that the two repening scenarios reflect conservative and cautiousgening. Even by the end of

2021, seat capacity is still assumed to be substantially below 2019 levels. This means that the economic costs of
failing to reopen or conversely the economic benefits ofapening are likely to be relatively conservative. It is

also important to be clear on what is meant byapening in the context of air travel markets. For the purposes

of this analysis, the fundamental paiis that passengers will not be travelling against UK Government advice and
that quarantine or similar restrictions will no longer be in place at either end of a route. We would expect some
social distancing to remain in place in airports and for masksrain mandatory on aircraft. It would also seem
reasonable to suggest that some of form of proof of vaccination or recent negative COVID test could be part of re
opening, but would need to be reasonably priced and not overly burdensome on passenersyise it will
ultimately limit the ability to restart.

The review seeks to estimate the economic costs of failing 4open (or conversely the economic benefits of
reopening) in terms of the effects on trade, tourism and overall UK GDP in 2021.antilsebe costs to the
economy of the loss of international connectivity in 2020 as already gone and instead focusses on the impact of
continued restrictions moving forward through the rest of 2021. It is also important to note that this analysis does
not seek to identify losses compared to the grandemic position 2019. It focusses purely on the costs of failing

to re-open travel over the rest of 2021.

The countries considered in this research are a mixture of major trading partwarsiries thatare part of the
Comprehensive and Progressive Tragific Partnership (CPTPRhichthe UK may seek to join in a pdBREXIT
trade deal, andsome other important emerging market economiebhe countries examined in this research are
as follows:

United States of America;
European Union;
India;

China;

Brazil;

Australia;

South Africa;
Brunei;

Canada;

Chile;

Japan;

Malaysia;
Mexico;

New Zealand;
Peru;

ODOO0OOO0O0O0O0O0000L0L0O0
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Q Singapore;
Q Vietnam.

Assessing the Economic Cost

1.10. Below, we have set out our approach to assestiirggadditionaleconomic cost of failing to effectively reopen
international travel for the remainder of 2021There is a wide and well recognised body of evidence that
demonstrates the importance of ainks to international economies. Air links enable:

Trade;

FDI;

Competition;

Labour Market Effects;
Knowledge Transfer;
Tourism.

O 00000

1.11. In combination, these different channels of effect drive productivity and increase output, leading ultimately to
increased GDBnd employment.

112. vdzt yGAFeAYy3d STFFSOGa 2y (GKS 6ARSNI SO2y2ye Aa OKIffSyd
19, as statistical relationships generally reflect the direction and scale of long term effects. In the main, short term
impacts tend to be more volatile, with markets overcompensating for shock signals. However, using these
relationships does still provide a useful guide to direction and scale of effects, accepting that in many cases they
may reflect a conservative estimaté the short term.

1.13. In this analysis, we have focussed on htbe re-opening of international travetb the countries specified above
will impact on the UK economy in terms of:

Q Tradecg considering the impact of the restrictions on the air transport markeegports and imports of goods
and services;

Q Tourismg lost tourism expenditure in the UK economy and the consequent impact on GVA;
Q UK GDZR the overall impact on UK Gross Domestic Product (GDP).

1.14. It should be emphasised that these effects are not addjtgethis would potentially lead to double countijrmyt
provide different views on the scale and nature of the effect.

1.15. In relation to each GDP effect, we have also provided an assessment of the number of jobs that might be put at
risk as a result of thiost output It is important to recognise that is not to say that these jobs will be IGsten
the extent of the Government support for employment and also the shock nature of the impact, it is highly unlikely
that all of these jobs would be lo&lthough equally, it is likely thatsomewill). Instead this analysis providean
assessment of the number of jobs that would normally be required to suppertdatel of GDP lost, and hence
the number thatare, to at least some extent, being put atkisy the economic damadeeing wrought by impaired
international connectivity.

1.16. The analysis of the impact on trade and GDP draws on analysis undertaken for the Airports Commission on the
linkages between aviation and the econoimylhis detailed econometr analysis identified a series of elasticities
for trade and GDP relative to direct seat capacity from the UK:

Q GDFRga 10% increase in direct seat capacity from the UK resulted in a 1% increase in UK GDP;

2PwC for Airports Commission (201&conometric Analysis to Develop Evidence on the Links Between Aviation and the Economy

7 ~x
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Q Goods Exportsa 10% increase in direct seat cajig from the UK resulted in a 3.3% increase in UK goods
exports;

Q Service Exportsa 10% increase in direct seat capacity from the UK resulted in a 2.5% increase in UK service
exports;

Q Goods Imports a 10% increase in direct seat capacity from the UKlred in a 1.7% increase in UK goods
imports;

Q Service Importsa 10% increase in direct seat capacity from the UK resulted in a 6.6% increase in UK service
imports.

1.17. These elasticities have been used to assess the effect of the unprecedented decline in direct seat capacity seen in
air transportmarkets ifa reopening of air transport markets cannot be delivetiecugh the rest of the year.

1.18. The analysis of the effectnoinbound tourism uses data on visits and expenditure from VisitBfjtammbined
with the UK Tourism Satellite Accouhésd research by Deloitte into the economic impact of tourism in thé UK
to estimate the expenditure and GVA impacts on the UK econ

3 https://www.visitbritain.org/nation-region-county-data
4 https://www.ons.gov.uk/economy/natioalaccounts/satelliteaccounts/datasets/uktourismsatelliteaccounttsatables
5 Deloitte and Oxford Economics (2014). Tourism: Jobs and Growth. The Economic Contribution of the Tourism Economy in the UK.
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2.1

2.2

2.3.

2.4,

2.5.

United States of America

Introduction

This section presents an analysis of the-@@VIBLY air transport market and economic linkages between the UK
and the US, before moving on to consider the economic costs of a failure to reopen internatioebbetween
the two countries during 2021.

Air Transport Links

The transatlantic market is vitally important for the aviation sect@ver 22 millionpassengers used direct air
services between the two countries in 2019, which represented 8.7% of intenaatir travel from the UKThe

scale and scope of direct air services between UK and the US demonstrate the importance of travel between the
two countries.

Figure 2.1shows the numbepf USdestinationsserved by airports across the WK2019 LondonHeathrow had

the largest range of services to the US, serving a tot&9dfities across the US. This includes Higlguency
services to key business centres, including New York and Chicago, and less frequently serveddioudtry

cities such adlashville, New Orleans and Charleston. London Gatwick follows Heathrow as providing the second
greatest range of services to US cities, totallidglitect connections in 2019.

Figure 2.1Number of Destinations Serveith the US by Airport Categoriyn 2019.
35
30
25
20
15

29

10
5
0

Count of Destinations

Heathrow Other London Airports Regional Airports

Source: OAG & York Aviation Analysis.

A further observation can be made on the-UB passenger market as a whole by looking at Figure 2.2, which
details the proportion of passengers who travel on pdiHpoint (i.e. single direct service), those wharisit via

an intermediate airport in the US and those who make other connections on their journgyp@ssengers
travelling from Manchester to Austin via Amsterdam).

Figure 2.2 shows that majority of the traffic between UK and US is carried ortpginint services (50%Around
24% of the passengers make connections via the Heathrow hub to get to their end destination in the US. A further
11% of passengers make connections within the US on their journeys between the two countries.

9 ES5York Aviation
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2.6.

2.7.

2.8.

2.9.

Figure 2.2: Propoibn of Passengers Travelling Between the UK and US on Direct and Connecting Services.

Other Connection:

15% ’

Connection via LH Pointto-Point
24% 50%

=

Connection in U¢
11%

Source: CAA Passenger Survey 2019.

Figure 2.3 below presents the profile of passengers travelling from UK Airports to the US by purpose of journey
and nationality. Leis@rtravellers which includes thostavelling for tourismbut alsopeople visiting friends and
relatives,account for the majority of passenger traffic between the two nations, representing approximately 81%
of the total traffic.

Business travel, which me& up a total of approximately 19% passenge&rsigher than that typically seen on
long haul routes out of UHirports.

Figure 2.3: Profile of Passengers Travelling Between the UK and US by UK Airport in 2017, 2018 and 2019

38%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
m UK Business m UK Leisure m Foreign Business m Foreign Leisure

Source: CAA Passenger survag$719.

Economic Links between the Wiad the US

Trade

¢KS ! { A& (KS !siMgetiadingartier. in ZALR K&itbtal Value of trade between two nations
amounted to just over £230 billion, representing a 10% growth since 2018. Oftpatsform a crucial part of

this trading relationshig£121 billion) as the US is one of few coitrNA $& G KI G O2y (i NA o dzi Sa
account surplus.

The trading relationship is further broken down into goods and services in Figure 2.4, where exports in services
outweigh exports in goods, comprising nearly 60% of total exports by value taShe U
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Figure 2.4: Exports byalue to the US bylype

Goods
43%

Services
57%

Source: ONS The Pink Book 2020

2.10. The importance of the US as a trading partner is shown below in Figurdt23JSis the single biggesixport
destinationfor the UKin all three categories, goods (16% of total goods exposts)ices (25% of total service
exports) and total exports (21% of total exports).

Figure 2.5: Exports to the US a®@portion of Total Exports
100%
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Rest of World
60% ReStS(ZfO}Noﬂd 75%
(]

Rest of World79%

40%

20%

USA25% USA21%
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Source: ONS The Pink Book 2020

2.11. Exports ofMachirery and Transport Equipmefdrms the largest commaodity type (44% of total goods exports).
QELIZNIA 2F OKSYAOlFfa F2N¥Xa FLIWINREAYFGStEE wm: 2F (GKS
which rapid air transport services are essential ts@re the efficacy of medicines that may have a short shelf
life.

Figure 2.6: Exports in Goods by Category019

Beverages & tobacc®%  Other3%

Material manufacture$%
Fuels
N \
Miscellaneous
manufactures
16%

Machinery & transport
equipment
44%

Chemicals
20%

Source: ONS The Pink Book 2020.
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2.12.

2.13.

2.14.

Figure 2.7LINB a Sy (i dexpbris i@ sefviee & the US beator in 2019. Financial Services represehts
largest standalone sector, accountifig I NR dzy R oo 2F (KS ! YQa SELRNIA& AY
Services (18%), the two sectors take up over half the service exppnslue

Figure 2.7: Exports in Services by Categar2019

Personal, Cultural and Recreatiodé&b Construction

Manufacturing & Intellectual
Telecommunications, computer and
information service9%

Travel
12%

Financial
33%

Transportation Insurance and Pensic
14% 18%

Souce: ONS The Pink Book 2020.

Foreign Direct Investment

The US and UK have made numerous cbasder investments between the two nationszigure2.8illustrates
that the UK has beea marginally largebeneficiarythan the US, with an inward investment position a3&
billion in 20D, which represents ra 8% average growth per annum from BD This is compared with similar
growth of8% from the same period for the UBhere investment stock reachetB80billion from the UKin 2019
The U.S. Chamber of Commerce reports that the UK is the single largest investor in the US.

Figure 2.8: International Inward and Outward Investment Position since 2010 (£ billions)

@ 500

S

= 400 382
@ 380
— 300

ie)

‘g 200

g 185

= 100

(O]

E o0

7

g 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Inward Outward

Sourceforeign Direct Investment Involving UK companies93@irectional): Inward & Outward

Figure 2.Presents a breakdown of the US investments in the UK by sector, which clearly illustrates that services
based sectors are the primary type of investment made by US companies, with investments in the fieariced s
sector representing the majority.
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2.15.

2.16.

Figure 2.9: Foreign Direct Investment from the US by Sector
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optical products2% Other5%
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Food products, beverages &
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Figure 2.10 details thmergers andacquisitions activitghat took place between Ulind USfirms in 2019. Over
50% of the crosborder acquisitions of UKrms by valuewere made by U8rms, whilstthe US was the single
largest destination country for UK firms making cross border admuisiby value

Figure 2.10: Proportion of Crod€8order Acquisitions between UK and the US in 2019
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90%
80%
70%
60%
50%
40%
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20%
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0%

Acquisition by Foreign Companies Acquisition by UK Companies Abroad
SourceONSBusiness mergers and acquisitions involving UK compgziés).
On an individual deddy-deal basis, firms in the USwede larger investments in the UK with around £136 million
per acquisition in 2019, compared to £91 million average across all natfossilar pattern can be seein UK

companies investing abroadjtiv UK firms paying an average of £104 million per transaction in comparison to £84
million across all nations.

Figure 2.11: Average CroBoarder Acquisition Value in Comparison to the US.

£160
) USA£136
° £140
N
& £120 . USA£104
§ @ £100 All Nations£91 All Nations£84
O o £80
S E
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Source ONSBusiness mergers and acquisitions involving UK corapé019.
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Tourism

2.17. The UK welcomes more visitors from the US by air than any other foreign country, as can be seen in Figure 2.12.
Inbound visitors from the US account for 12% of total inbound visitors to the UK who arrive by air.

Figure 2.12: Top 5 UKbound Tourism Markets by Visitor Numbers in 2019
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United States Germany Ireland Spain Italy
Source: VisitBritain Tourism Survey (2019).

2.18. Given that the UK welcomes more visitors from the US than any other country, it is perhaps no surprise that the
US is the largest single source of inbound temrexpenditure for the UKFigure 2.13 illustrates that visitors from
the US arriving by air spent a total of £3.8 billion in the UK during 2019.

Figure 2.13: Visitor Spend by Country (£ billions, 2019)

United States
£3.8billion

China
£1.6billion
l Germany£1.2billion

Italy
) £1.1billion
Australia
£1.0billion

Source: VisitBritain Tourism Survey (2019).

Others (57 nations)
£16.1billion

2.19. Figure2.14 demonstrates that visitors from the US, on average, spend 26% more per visit than the average foreign
visitors from all other foreign countries.

Figure 2.14: Average Spend per Foreign Vistiompared to Visitors from the U8 2019
£1,200

£973

£1,000

£773

£800
£600
£400
£200

Average Spend per Foreign
Visitor

£0
Average Foreign Tourist Average Tourist from United States

Source: VisitBrain Tourism Survey (2019).
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2.20.

2.21.

2.22.

2.23.

The Impact on the Air Transport Market

The Impact of COVII® on the air transport market betwedahe UK andhe US was significant, as can be seen in
Figure 2.15. As travel restrictions were introduced in late March, seat capacity fell by around 90% and remained
around 80% for the rest of 2020. Howeveunplished schedules ggest that seat capacity is expectedrgprove

and approach 2019 levels by the end of 2021.

Figure 215: Published One Way Seat Capadigtween the UK and US
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Source: OAG

The impact on passenger numbers is shown in Figure 2.16, which is more dramatic. Passenger numbers dropped
by 99% in April compared to 2019 and the situation marginally improved at the end of 2020, with passenger
numbers still reduced by 94% compared @12. The implication of this is that not only are airlines operating a
massively reduced schedule between the two countries but that the load factors at which they are operating are
heavilyreduced as well.

Figure 216: PassengeNumbersby Month Betweenthe UK andthe US
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Source: CAA Statistics.

The Real Outlook for the Remainder of 2021

Our assumedutlook for the remainder of 202for the purposes of assessing the economic aifsbngoing
restrictionscan be seen in Figure 2.17 below, outlining the -@ragy seat capacity betweethe UK and the US

This has been based arouidK S ' Y D2@SNYyYSy i Qa LI GKgl & F2NJ SFaiay3
travel restrictions continughrough 2021 there is minimal growth and recovery in seat capacity. Howeiber,
travel restrictions ardifted in May, the marketstarts torecover and approaches seat capacitésaround 70% of
2019 leveldy the end of the year

Furthermore, an additionalscenario ha®een added to understand thienpacts if flight restrictions are lifteldter,
in September 2021. As can be seen in Figure th&najority ofthe flying activity is dependent on the summer
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period, wheretraffic is usually greater antherefore, it isanticipatedthat ahighproportion of the economicosts
of not opening up occuduring this ssmmer period.

Figure 217: Seat Capacity Outlook for 2024/ith and Without Actions on Restrictions
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Souce: York Aviation.

The Economic Impact of OngoimRgstrictions
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detrimental to the trading relationship between the US and the UK. If restrictions continue through to the end of
2021, the value dfrade lod is estimated to be around £15 billion in total. This includes an £8 billion fall in exports
to the US.

2.25. The timeline here, too, iBnportant because even a delay in-opening to September 2021 will have a significant
impact. If reopening idelayed to September, around two thirds of the benefits that could have been accrued by
re-opening inMay 2021, could no longer be achieved. This equates to around a nearly £10 billion loss in trade.

Figure 218 Impact on UK US Trade

Exports Imports
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-£2.0
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-£6.0

-£8.0
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Source: York Aviian Analysis.

2.26. The impact on inbound tourism to the UK is expected to be significant. By not opening air links in May 2021, it is
estimated that £900 million in tourism spemdll be lost resulting in a loss in GDP of around £1 billion, putting
24,000 jdos at risk.

2.27. If reopening is delayed until September, only a small proportion of thesgescould then be recovered. As can
be seen in Figure 2.19, in each case, the majority of the tourism spend, GVA and tourism related jobs would be at
risk during thesummer period. By delaying until September, around £600 million in tourism spend and £700
million in GDP could not then be recovered, putting around 15,400 jobs at risk.
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Figure 2.19: Impact on Inboun@urism to the UK
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2.28. The overall loss in GDP from not openingWi air links in Mathrough 2021 is estimated to be around £3.6
billion. This equates to around 79,000 jobs being put at églain, if reopening is delayed until September, then

it will not be possible to reover all these costslt is estimated that this delay would cost around £2.4 billion in
GDP, putting 52,aDjobs at risk.

Figure 2.20: Impact on UK GDP
Source: York Aviation Analysis.

Total Loss
GDP=£3.6 billion
Jobs:-79,000
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3.1

3.2.

3.3.

3.4.

European Union

Introduction

The European Uniqrwith its 27 member states, is the largest air transport market for the UK and also its most
important economic partner Despite its geographic proximity, the combination of the travel restrictions
associatedvith the COVIBL9 pandemiand BREXIT have resulted in significant declines in air travel

Air TransportLinks

The EU is served from airports are across thattKaround 142 million passengers travelled to / frdestinations
in the EU in 2019Figure 3.1 shows thahi2019 79 EU destinationgere servedrom Heathrow, 218 from the
other London airports and 168 from other UK airports

Figure3.1: Number of Destinations Serveith the EUby Airport Categoryin 2019
@ 250

218
200 168
150
100 79
. I
0

Heathrow Other London Airports Regional Airports

Count of Destinatio

Source: OAG & York Aviation Analysis.

The great majority of passengetsvelling between the UK and EU use direct servi®d$6) reflecting the
significantEU routenetworksof airports across the UK.

Figure3.3: Proportion of Passengers Travelling Between the UK Bibn Direct and Conneatg Services.

Connection at Hub Airpo2%
Connection in UK% \

Pointto-Point97%
Source: CAA Passenger Survey 2019.

Passengers travel to and from the EJ a variety of reasons and the market is split between UK and overseas
resident passengers. Figure 3.4 belslvows the makeaip ofthe EU passenger air transport fratme UK based

on CAA Passenger Surveys for 2017 to 20h@.largest segment of the market is UK leisure passenigetrthere

is also a significant business componetaround 15% of the total, and a significant proportion of inbound leisure
visitors,at around 23% of the total.
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Figure3.4: Profile of Passengers Travelling Between the UK trelEUby UK Airport in 2017, 2018 and 2019
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Source: CAA Passengarveys 201719.

Economic Links between the Wiad theEU

3.5. The EUs, and has been for someA YS> G KS | YQa méadrailimarkeY. LidsNdimiajgf @xpokt nd S
import market and a significant source of investment.

Trade

3.6. In 2019 total trade between the UK and the Etas valued at around £670 billipof which around300billion
was exports and £370 billion impotss ¢ KA a YIRS GKS 9! 3 o6& a2YS.YlINBHAYZ:

3.7. Exports to the EU wereroadly balanced between goods and servitsee Figure 3)sand made up around 53%
oftheUlQa (20 f e EeeFiylieB 6y & O f

Figure3.5: Exports to theEUby Type
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Source: ONS The Pink Book 2020
Figure3.6: Exports to theEUas aProportion of Total Exports
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Source: ONS The Pink Book 2020
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3.8. UK goods exports to the Edde broad based, with representationofn a wide range of sectors, biachinery
and Transport Equipmemhake up around 35% of the total (see Figure 3.7).

Figure3.7: Exports in Goods by Categarny2019
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Source: ONS The Pink Book 2020.

3.9. In terms of service exports, Figure 3.8 clearly demomssrda KS A YLI2 NI F yOS 2F (KS
W2 6 SNK2dzaSQ FAYFYOALFE | yR 0dzaAy Saaccéult loved Bal of thé&

'YyQa &ASNDAOS SELRNIA (2 GKS 9! o

9! I
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Figure3.8: Exports in Services by Categany2019
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Source: ONS The Pink Book 2020.

3.10. These statistics clearly articulate the vital trading relationship that the UK has with the EU. It is sizable in terms of
its value, but also broad basédterms of the sectors involved.

Foreign Direct Investment

3.11. In addition to the extensive trading relationship with the EU, the bloc is algbatantial source and destination
for foreign direct investmentFigure3.9 demonstrates the extent to which the economies are interlinked through
investment. Both the stock of ingstment in the UK from the EU and the stock of UK investment in thieaBU
been growing over time, with EU investment in the UK standing at around £681 billion in 2019, and UK investment
in the EU at aroun@602 billion.
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Figure3.9: International Inwad and Outward Investment Position since 2010 (£ billions)
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3.12. Figure 3.10 analyses the sexddhat wererecipientsof FDI fromthe EUin 2019. This, again, demstrates the
broad based nature of the economic relationship between the UK and the EU, with representation from a wide
range of sectors The importance of the financial services sector is, however, again noteworthy

Figure3.10: Foreign Direct Investmeérirom the EUby Sector
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Sourceforeign Direct Investment Involving UK companies, 2019 (Directional): Inward & Outward

3.13. These investment links are alsgident in the statistics on crod®rder merger and acquisitionsAround 20% of
crossborder acquisition®f UK companies 2019were from EU sources, while 43% of UK acquisitions overseas
where of EU companies.
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Figure3.11: Proportion of Cros8order Acquisitions between UK and theUin 2019
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3.14. Inadditionii 2 GKS o0dzaAySaa tAy{l3Sa 0SiseSSy GKS !'Y FyR (KS
tourism visits. Figure 3.12 shows that arourid.8 million visitors came to the UK from the EU in 2019 based on
statistics from VisitBritainThe nextargest market, as we have seemsthe USA. These visitors injected around
£8 billion into the UK econonig terms d visitor expenditurgsee Figure 3.13)

Figure3.12: Top 5 UK Inbound Tourism Markets by Visitor Numbers in 2019
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Source: VisitBritaindurism Survey (2019).

Figure3.13: Visitor Spend by Countrin 2019(£ billions)
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Source: VisitBritain Tourism Survey (2019).
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3.15.

3.16.

3.17.

The Impact on the Air Transport Market

In common with all air transport markets to / from the UKe impact of COVIH29 on the air transport market

between UK andeUin 2020 was dramaticCapacity was down 91% compared to 2@1@pril and, while there

was some brief improvement over the suremperiodfollowing the announcement of travel corridors, capacity

was still down78% in Decembefsee Figure 3.14) The position has, if anything, worsened in the early part of
202 F2tf26Ay3 GKS AYLRAAIIA v tighter rétfictns oY iRternatiofaliriigl f 2 O
The current published schedules do see recovery through the yeat tsutinlikely that these gains are likely to

be achievedn the short run particularly, given the ongoing travel restrictions and the programme aeddor

easing lockdown Figure 3.15 shows the position in terms of passenger numbers on EU iau€20. This
demonstrates that not only was capacity significantly down, but that load factors were also depressed, with losses

in passengers compared 919 greater than capacity.

Figure3.14: Published One Way Seat Capacity between UK Bhid
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Figure3.15: PassengeNumbers byMonth between UK andhe EU
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The Real Outlook for the Remainder of 2021

Our assumed outlook for the remainder of 2021 for the purposes of assessing the economic cost of ongoing
restrictions can be seen in Figure 3.16 below, outlining thewsag seat capacity between UK and el This

has been based around the UK Governnieat LJ- G Kgl & F2NJ Saiy3d t201R26y NBa
restrictions continue, there imited growth and recovery in seat capacity. Howevetravel restrictions are
removedin May, the market starts to recover and approaches sapgcities of aroun@5% of 2019 levels by the

end of the year.

Furthermore, an additional scenario has bdanludedto understand thepotential impacts if flight restrictions
are lifted later in September 2021. As can be seen in FRjt6e the majorityof the flying activity is dependent
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on the summer period, where traffic is usually greater and therefore it is expected that a greater proportion of
the potential economiccostsare likely to belost during this summer period.

Figure3.16: Seat Capacity Outlook for 2024/ith and Without Actian on Restrictions

8,000,000
7,000,000
6,000,000
5,000,000
4,000,000
3,000,000
2,000,000
1,000,000
0

Oneway Seat Capacity

Jan Feb  Mar Apr May  Jun Jul Aug Sep Oct Nov Dec

May Re-Opening

Sept Re-Opening No Re-Opening

Source: York Aviation.

The Economic Impact of Ongoing Restrictions
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detrimental to the trading relationship between the EU and the UK. If restrictions continue through to the end of
2021, the value of trade loss estimated to be around £74 billion in total. This includes a £32 billion fall in exports
to the EU.

3.19. Thetineline here isagain, importanbecause even a delay inopening to September 2021 will have a significant
impact. If reopening is delayed to September, around two thirds of the benefits that could have been accrued by
opening inMay, could no longerdachieved. This equates to around a nearly £10 billion loss in trade.

Figure3.17: Impact on UK; EUTrade
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3.20. The impact on inbound tourism to the UK is expected taigaificant. By not opening air links in May 2021, it is
estimated that £2.7 billion in tourism spend will be lost, resulting in a loss in GDP of around £3.1 billion, putting
71,000 jobs at risk.

3.21. If reopening is delayed until Septemberredatively smal proportion of thesecostscould then be recovered. As
can be seen in Figure 3.18, in each case, the majority of the tourism spend, GVA and tourism related jobs would
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be at risk during the summer period. By delaying until September, aroundflio in tourism spend and E8
billion in GDP could not then be recovered, putting aroddd@00 jobs at risk.

3.22. These impacts are likely to hit sectors such as accommodation services and food and beverage services particularly
hard, as these make up more thaalhof employment in the tourism sector in the UK.

Figure3.18: Impact on InboundTourism to the UK
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3.23. The overalloss inGDP frormot opening UKEU air links in Mathroughout2021 is estimated to be aroundi2
billion. Ths equates to aroun®20,000 jobs beingut at risk. Again, if reopening is delayed until September,
then, it will not be possible to recover all these costs. It is estimated that this delay would cost around £23 billion
in GDP, putting nearly 50@0 jobs at risk.

Figure3.21: Impact on UK GDP
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4.1.

4.2.

4.3.

4.4.

India

Introduction

This section presents an analysis of the-@@VIBLY air transport market and economic linkages between the UK
and India, before moving on to consider the eoaric costs of a failure to reopen international travel between
the two countries during 2021.

Air Transport Links

In 2019, the origin and destination market between the UK and India was around 3 million passengers. London
Heathrow operates services to sigstinations in India, in comparison to two from Other London Airports and four
from regional airports. The poittb-point traffic is primarily driven by services from London Heathrow.

Figure 4.1: Number of Destinations Served in India by Airport Catego019
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Source: OAG & York Aviation Analysis.

The majority of passengers travelling between the UK and India make an onward connection at some point, as can
be seen in Figure 4.2. Only around 31% of the total passengers travelled distatben the two countries non
stop.

Figure 4.2: Proportion of Passengers Travelling Between the UK and India on Direct and Connecting Services.
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Pointto-Point31%

Source: CAA Passenger Survey 2019.

Figure 4.3 highlights the profile of passengers travelling between UKudiad it is evident that leisure passengers
make up a significant proportion of total passengers by purpose, at 83%. Whilst the proportion of business
passengers travelling between the two nations is relatively smaller, the overall proportion of passégpgey

from the UK abroad is higher, accounting to approximately 67%.
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Figure 4.3: Profile of Passengers Travelling Between the UK and India by UK Airport in 2017, 2018 and 2019
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Source: CAA Passenger surveys 287
Economic Links between the UK aimtlia

Trade

4.5. The total value of trade between the UK and India reached around £23.5 billion in 2019, of which, around £7.8
billion worth of goods and services was exported to India.

4.6. The UK exported a greater proportion of goods than services to Indiandsecaeen in Figure 4.4. Around £4.8
billion in goods was exported to India (62% of exports to India), compared to under £3 billion in service exports in
the same year.

Figure 4.4: Exports byalue to India byType

Services
38%

Goods
62%

Source: ONS The Pink Book 2020.

4.7. Goodsexports to India were primarily comprised of Machinery and Transport Equipment (38%), material
manufactures (25%) and crude materials (13%) as shown in Figure 4.5. These sectors make up around 75% of
goods exports, or in other words, just over 45% of t@eports to India.
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Figure 4.5: Exports in Goods Malue bySectorin 2019
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4.8. Service exports to India are shown in Figure 4.6. Manufacturing, Construction, Intellectual Property and Other
Business Services makethe largest section of service Exports to India at 31%. Travel and Transportation make
up the two biggest standalone sectors of service export, at 30% and 14% respectively.

Figure 4.6: Exports in Services by Categar2019
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Foreign Direct Investment
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the FDI stock peaked at nearly £12 billion before falling back to £9.5 billion in 2019, as can be seen in7Figure 4
UK FDI in India experienced a trough in the early 2010s but has grown steadily since reaching £15.3 billion in 2019.

4.10. Overall, while there has been some volatility, in general FDI links between the two countries have been growing
over recent years.

Figure 4.7: International Inward and Outward Investment Position since 2010 (£ billions)
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Tourism

4.11. The UK welcomed around 600,000 air visitors from India in 28$%hown in Figure 4.8, excluding the USA & the
EU nations, India was the sixth biggest source of inbound air tourists by volume to the UK. Tourists from India
spent around £700 million in 2019 (see Figure 4.9).

Figure 4.8: Top 10 UK Inbound Tourism Meis by Visitor Numbers in 2019 (Excluding USA & EU)
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Source: VisitBritain Tourism Survey (2019).

Figure4.9: Visitor Spend by Country (£ billions, 2019)
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4.12. It should be noted that, in common with many long haul destination countriesjisitors from India spent more
on average than the typical overseas visitor. Figure 4.10 shows that an average tourist from India spent around
55% more than the average oweas visitor in 2019.

Figure 4.10: Average Spend per Foreign Vis@ompared to Visitors from Indian 2019
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Source: VisitBritain Tourism Survey (2019).
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The Impact on the Air Transport Market

4.13. The Impact of COVAI® on the air transport markdietween the UK and India has been marginally less dramatic
compared to other countries. This is due to the larger proportion of expatriation flights that were operational
throughout the period. Figure 4.11 shows that in 2020, seat capacity dropped biyn Q84| and a further 8% by
June and July. However, the seat capacity drops in later months of 2020 improved and reduced to around a 40%
drop by December 2020. Seat capacity schedules released for 2021 suggests a rapid recovery in 2021 with flights
returning to 2019 levels later in the year. However, this position should be viewed with some caution.

Figure4.11 Published One Way Seat Capacity betwabe UK andindia
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4.14. The impact on passenger numbers too has been relatively less drastimparison to other nations. Figure 4.12
shows the drop in passenger numbers in April by 94% compared to 2019, but the drop slowly recovering to around
72% by the end of the year in comparison to 2019, following the seat capacity path during the year.

Figure4.12 Passengenumbers by month betweerthe UK andindia
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Source: CAA Statistics.

The Real Outlook for the Remainder of 2021

4.15. Our assumed outlook for the remainder of 2021 for the purposes of assessing the economic cost of ongoing
restrictions can beeen in Figure 4.13 below, outlining the eway seat capacity between UK and India. This has
0SSy o6FaSR I NRdzyR GKS 'Y D2@SNYyYSyidiQa LI dGKgle F2NI S
restrictions continue, there is minimal growth aretovery in seat capacity. Howevitravel restrictionscan be
lifted in May, the market starts to recover and approaches seat capacities of around 70% of 2019 levels by the end
of the year.

4.16. Furthermore, an additional scenario has been added to urtdadsthe potential impact iftravel restrictions are
lifted, later in September 2021. As can be seen in Figure 4.11, passenger traffic peaks (albeit marginally) in the
winter months of November to February, which suggests that in comparison to othéfi; bretween the UK and
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India is less reliant on the UK summer season. This suggests that a relatively smaller proportion of economic
activity would be lost in the summer period in comparison to lifting restrictions in Septethla@r in some
markets

Figure 4.13: Seat Capacity Outlook for 20&1th and Without Actions on Restrictions
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Source: York Aviation.

The Economic Impact of Ongoing Restrictions
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detrimental to the trading relationship between India and the UK. If restrictions continue through to the end of
2021, the value of trade loss is estimated to be around £1.2 billion in total. This includes a £300 million fall in
exports to India.

4.18. Adelay in reopening to September 2021 will have a significant impact. -tipening is delayed to September,
only around half of the benefits that could have been accruedpgning inMay 2021, could no longer be
achieved. This equates to around a ne&®p0 million loss in trade.

Figure4.14 Impact on UK India Trade
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Source: York Aviation Analysis.

4.19. The impact on inbound tourism to the UK is expected to be significant. By not opening air links in Mat/i2021,
expected to result in doss of £120million in tourism spend, resulting in a loss in GDP of around £140 million,
putting 3,200 jobs at risk.

4.20. If re-opening is delayed until September, only around 40% of these impacts could then be recovered. As can be
seen in Figure 4.15, in each case, thgarity of the tourism spend, GVA and tourism related jobs would be at risk
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during the summer period. By delaying until September, arouf@rillion in tourism spend and8 million in
GDP could not then be recovered, putting aroun84n, jobs at risk.

Fgure 4.15: Impact on Inbound tourism to the UK
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4.21. The overall loss in GDP from not openinglbiia air links in May 2021 is estimated to be around £220 million.
This equates to around 4,800 jobs being put at risk. Agaiesapening is delayed until September, then, it will
not be possible to recover all these costsis estimated that this delay would cost around £115 million in GDP,
putting 2,500 jobs at risk.

Figure 4.16: Impact on UK GDP
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5. China

Introduction

5.1. Thissectionpresents an analysis of the p@OVIBL9 air transport market and economic linkages between the UK
and China, before moving on to consider the economic costs of a failure to reopen international travel between
the two countries during 2021.

Air TransportLinks

5.2. In 2019, the origin and destination market between the UK and China was around 2.1 million. The majority of
direct air services to China are operated from London Heathrow by various airlines, with two destinations in China
operated from Gatwick andne from Manchester.

Figure 5.1: Number of Destinations Served in China by Airport Catego2919
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Source: OAG & York Aviation Analysis.

5.3.  The majority of the passengers travelling between the UK and China flew on direstaposervices. This reflext
the strong connections out of London and the advent of the Beijing service from Manchester.

Figure 5.2: Proportion of Passengers Travelling Between the UK and China on Direct and Connecting Services.

Connection at Hub Airpo27%

Connecti_on in ‘ Pointto-Point63%
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Source: CAA Passenger Survey 2019.

5.4. The passenger pfite, is in line with various lorgaul destination countries, with a high proportion of leisure
passengers, as seen in Figure 5.3. However, there is a significant proportion of business traffic and a strong
inbound leisure market.
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5.5.

5.6.

5.7.

Figure 5.3: Profile bPassengers Travelling Between the UK and China by UK Airport in 2017, 2018 and 2019
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Source: CAA Passenger surveys 2087
Economic Links between the UK and China

Trade

The total value of trade between the UK and China reached around £80 billiondndf@thich, around £30 billion
worth of goods andervicesvere exported from the UK. Itis worth noting that China is the biggest trading partner
by value after the US and the EU.

Exports to China are predominantly goods oriented. As can be seen e bigyugoods make up for over 80% of
'yQa G2GFf SELRNIA G2 /KAYlFsS GKS fI NBSadG o0& ¥FIFN (2

Figure 5.4: Exports to China Aype

Services
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Source: ONS The Pink Book 2020.

Goods exports by sector are shown in Figure 5.5. Machinery & transport equiameiituels together make up
over two thirds of goods exports by value. The sheer size of the Chinese economy, combined with its rapid growth

up to 2019, makes China a unique candidate for the UK to export and serve the growing demand for high value
machiney and fuels.
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5.8.

5.9.

Figure 5.5: Exports in Goods by Category2019
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Service exports to China are concentrated over a number of sectors. As can be seen in Figure 5.6, service exports
are mainly comprised of OtheéBusiness Services (23%), Travel (20%), Transportation (18%) and Intellectual
Property (17%).

Figure 5.6: Exports in Services by Categar2019
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Source: ONS The Pink Book 2020.

Foreign Direct Investment

Throughout the period shown in Figure 5.7, China baen a bigger beneficiary of FDI, with the UK outward
investment position around three times the value of its inward investment position (£10.7 billion outward
compared to £3.2 billion inward). However, the inward FDI trend suggests a rapid growtlestnients from
China, from £1.1 billion in 2014, to £3.2 billion in 2019, nearly tripling in five years.

Figure 5.7: International Inward and Outward Investment Position since 2010 (£ billions)
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Tourism

5.10. Chinese tourists make up the third largest source of visitors, excluding USA and EU. Data from Figure 5.8 suggests

that the UK welcomed around 800,000 air visitors from China in 2019.

Figure 5.8: Top 10 UK InbodiTourism Markets by Visitor Numbers in 2019 (Excluding USA & EU)

5.11. Tourists from China spent around £1.6 billion (see Figure 5.9), driven by very high levels of average spend per visit
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(see Figure 5.10).

Figure5.9: Visitor Spend by Countrin 2019(£ billions)
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Source: VisitBritain Tourism Survey (2019).
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5.12.

The Impact on the Aifransport Market

The Impact of COVAI® on the air transport market between UK and China has been severely detrimental. Figure

5.11 highlights the reduction in seat capacity in 2020 and 2021. Seat capacity dropped by around 93% in April

2020 and remainedown by around 80% to 90% throughout the year. A further drop was observed in February

2021, but published on seat capacity data suggests that the capacity drop slowly recovers to under 20% during
summer of 2021. However, this forward position shoulddgarded with some caution.

Figure5.11 Published One Way Seat Capacity between UK @htha
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5.13. The impact on passenger volumes can be sediigire 5.12, where a bigger drop was observed in April and the
passenger volumes remained steady esice, with a marginal growth in the month of October.

5.14.

5.15.

Figure5.12 Passengenumbers by month between UK an@hina
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Our assumed outlook for the remainder of 2021 for the purposes aéssdsg the economic cost of ongoing
restrictions can be seen in Figure 5.13 below, outlining thewag seat capacity between the UK and China. This

KFa 0SSy o6FasSR FNRdzyR GKS 'Y D2@SNYyYSyiQsa

LJIMf trafed | &

restrictions continue, there is minimal growth and recovery in the seat capacity. Howktraxel restrictions
are lifted in May, the market starts to recover and approaches seat capacities of around 70% of 2019 levels by the

end of the year.

Furthermore, an additional scenario has been added to understangahential impacts if flight restrictions are
lifted later, in September 2021. As can be seen in Figurg 5he greater share of flying activitygenerally m the
summer period, wheréraffic ishigherand therefore it isanticipatedthat a marginally greater proportion of the

economiccostswould belost during this summer period.
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Figure5.13 Seat Capacity Outlook for 2024/ith and Without Actions on Restrictions
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The Economic Impact of Ongoing Restrictions
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is detrimental to the trading relationship between the China and the UK. If restrictiontsxae through to the
end of 2021, the value of trade los estimated to be around £3 billion in total. This includes a £1.5 billion fall in
exports to China.

5.17. Adelay in reopening to September 2021 will have a significant impact. -tfpening is delged to September,
just over a half of the benefits that could have been accruedg®ning inMay 2021, could no longer be achieved.
This equates to around a nearly £1.6 billion loss in trade.

Figure5.14: Impact on UK; China Trade
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5.18. The impact on inbound tourism to the UK is expected to be significant. By not opening air links in May 2021,
around £310 million in tourism speni$ estimated to be lostresulting in a loss in GDP of around £340 million,
putting 8,000 jobs atisk.

5.19. If re-opening is delayed until September, less than 40% of these impacts could then be reci\eieh be seen
in Figure 5.15, in each case, the majority of the tourism spend, GVA and tourism related jobs would be at risk
during the summer period By delaying until September, around £190 million in tourism spend and £210 million
in GDP could not then be recovered, putting arodn@0 jobs at risk.
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Figure 5.15: Impact on Inbound Tourism to the UK
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5.20. Theoverall loss in GDP from not opening-OKina air links in May 2021 is estimated to be around £215 million.
This equates to around 4,700 jobs being put at risk. Againpipeaing is delayed until September, then ibwd
not be possible to recovex sgnificant proportion othese costs. It is estimated that this delay would cost around
£120 million in GDP, putting 2,600 jobs at risk.

Figure 5.16: Impact on UK GDP
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6. Brazil

Introduction

6.1. This section presents an analysishe preCOVIBL9 air transport market and economic linkages between the UK
and Brazil, beforenovingon to consider the economic costs of a failure to reopen international travel between
the two countries during 2021.
Air Transport Links
6.2. In2019,theo@AY YR RS&AGAYIFIGA2Y YIN]JSG 0Si6SSy GKS 'Y |yR
cities, Sao Paulo and Rio de Janeiro, are both served from London Heathrow Airport on direct services. However,

a direct service to Rio de Janeiro is operdiedn London Gatwick too, at a lower frequency.

Figure 6.1: Number of Destinations Served in Brazil by Airport CatetgoPp19
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Source: OAG & York Aviation Analysis.

6.3. Approximately 50% of the passengers fly on direct-atap services between Brazilédthe UK. Figure 6.2 shows
that the other half either make onward connections at London Heathrow or stop over at another hub airport to
make their journeys to Brazil.

Figure 6.2: Proportion of Passengers Travelling Between the UK and Brazil on Dire€@amgbcting Services.

Connection at Hub Airpo21%

Pointto-Point49%
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Source: CAA Passenger Survey 2019.

6.4. Inline with most longhaul destinations, leisure passengers make up the largest group by purpose, approximately
83% of total market.
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Figure 6.3: Profile of Passengers Travelling Between theabldKBrazil by UK Airport in 2017, 2018 and 2019
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Economic Links between the UK and Brazil

Trade

6.5. The total value of trade between the UK and Brazil reached around £6.5 billion in 2019, of which, around £3.8

billion worth of goods andervicesvas exported from the UK.

6.6. Exports to Brazil were focussed more on goods than services (see figure 6.4).odskegports to Brazil are

primarily made up of Machinery and Transport Equipment (42%), miscellaneous manufactures (20%) and

Chemicals (16%), as can be seen in Figure Kejy. sectordor service exportsnclude Other Business Services,
Trave] Insuranceand FnancialServices, which together make up aroufii% of total service exports (see Figure
6.6).

Figure 6.4: Exports to Brazil Aype
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Source: ONS The Pink Book 2020.
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6.7.

6.8.

Figure 6.5: Exports in Goods by Category019
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Figure 6.6: Exports in Services by Categar2019
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Foreign Direct Investment

Brazil, like India and China, has been a net recipient of FDI in its relationship with the UK. As can be seen in Figure
6.7,thS ! YQa 2dzigl NR Ay@SaldyYSyid LRaAldA2y KIFI& 3INBgYy FTNRY
inward investment position remained flat at near 0 for much of the period, with growth to £1.2 billion in 2019.

Figure 6.7: International Inward an@utward Investment Position since 2010 (£ billions)
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Tourism

The UK welcomed approximately 223,000 air visitors from Brazil in 2019, who injected around iid@Qimto
the UK economy in terms of visitor expenditure.
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6.9.

6.10.

Figure6.8: Visitor Spend by Country (£ billions, 2019)
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Source: VisitBritain Tourism Survey (2019).

Figure 6.9 outlines the average spend per air visitor arriving from Brazil in comparison to other visitors. In 2019,
air visitors from Brazil spent an average of around £912 per visit. This spend is approximately 20% higher than the
average foreign toust spend in the UK.

Figure 6.9: Average Spend per Foreign Visitor compared to Visitors from Bna2il19
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Source: VisitBritain Tourism Survey (2019).

The Impact on the Air Transport Market

The Impact of COVADO on the air transport market between UKdaBrazil has been lower than in some markets.

This is outlined in Figure 6.10 in the form of one way seat capacity between UK and Brazil. Although initially there
was 94% drop in seat capacity, this has recovered more quickly than in some markets theyghr. However,

the discovery of the new Brazilian variant earlier this year meant that further restrictions were introduced in the
early months of 2021 and direct links have been banned. Published schedules suggest a relatively strong recovery
through 2021, but this must be regarded with considerable caution.
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Figure6.10 Published One Way Seat Capacity between UK Brail
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6.11. The impact on monthly passenger volumes has been similar to the seat capacity trend. The number of passengers
dropped by 97% in April 2020, compared to the same month in 2019 and passenger numbers slowly picked up in
the latter half of the year, but at a slower rate than for capacity, reflecting low load factors.

Figure6.11: PassengeNumbers byMonth between UK andBrazil
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The Real Outlook for the Remainder of 2021

6.12. The assumed outlook for the remainder of 2021 is shown in Figure 6.12 to inform our assessment of economic
costs. If restrictions are removed according to thev€@ament pathway, then it is assumed that seat capacity
would recover sooner than expected and approach 2019 seat capacities quicker. However, capacity is still
expected to be considerably below 2019 levels by the end of 2021. Given the seriousnessmjdng COVID
19 situation in Brazil, it should be recognised that this is, very much, an illustrative forward assessment.

6.13. Furthermore, an additional scenario has been added to understangdbentialimpacts if flight restrictions are
lifted later, in September 2021.
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Figure6.12 Seat Capacity Outlook for 2021 und®/ith and Without Actions on Restrictions
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The Economic Impact of Ongoing Restrictions

6.14. The impact of not opening air links between the UK and Brazil in May 2028,M3pi KS | Y D2 @SNy YSy (
is detrimental to the trading relationship between Brazil and the UK. If restrictions continue through to the end
of 2021, the value of trade loss is estimated todbeund£190 million in total. This includes a £50 mitlidrop in
exports to Brazil.

6.15. The timeline here, too, is crucial because even a delay-opeming to September 2021 will have a significant
impact. If reopening is delayed to September, just over a half of the benefits that could have been accrued by
May 2021, could no longer be achieved. This equates to around a nearly £100 million loss in trade.

Figure6.13: Impact on UK Brazil Trade
£0

-£20
Total Trade Loss:

-£40 -£190million

-£60

-£80

-£80 million

-£100

Impact on Trade (£ millions)

-£100 million

-£120
Exports Imports

m Sept. Re-Opening ® Continued Restriction
Source: York Aviation Analysis.

6.16. The impact on inbound tourism to the UK is expected to be significant. By not opening air links in May 2021, it is
estimated thatthere will be doss of £30 million in tourism spend, resulting in a loss in GDP of around £30 million,
putting nearly 800 jbs at risk.

6.17. If re-opening is delayed until September, only around a third of these impacts could then be recovered. By delaying
until September, around £20 million in tourism spend and £20 million in GDP could not then be recovered, putting
around 450 jobst risk.
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Figure 6.14: Impact on Inbound tourism to the UK
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6.18. The overall loss in GDP from not openingRf&zil air links in May 2021 is estimated to be around £40 million.
This equates to around 1,000 jobs being putigk. Again, if r@pening is delayed until September, then, it will
not be possible to recover all these costs. It is estimated that this delay would cost around £20 million in GDP,
putting 500 jobs at risk.

Figure 6.15: Impact on UK GDP
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7.1.

7.2.

7.3.

Australia

Introduction

This section presents an analysis of the-@@VIBLY air transport market and economic linkages between the UK
and Australia, beforenovingon to consider the economic costs of a failure to reopen internationakirbetween
the two countries during 2021.

Air Transport Links

In 2019, the origin and destination market between the UK and Australia was ardumill&in. 2019 also marked

the launch of the first nosstop direct service between London Heathrow dPeith. Most passengers travelled
indirectly with a stop at an overseas hub airport (83%). Only a small proportion of total passengers used direct
point-to-point services.

Figure 7.1: Proportion of Passengers Travelling Between the UK and Australia on Birécfonnecting
Services.

Domestic Hulst%

Pointto-Point13% ’

Overseas HuB3%

Source: CAA Passenger Survey 2019.

Given the deep historic connection and the unique tourism proslaffered by the two nations, it is unsurprising

to see the heavy concentration of leisure passengers flying between UK amélfusiThe passenger profile is
highlighted inFgure 7.2, which suggests that approximately 92% of passengers travelled with the purpose of
leisure.

Figure 7.2: Profile of Passengers Travelling Between the UK and Australia in 2017, 2018 and 2019
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7.4.

7.5.

7.6.

7.7.

Economic Links betweethe UK and Australia

Trade

The total value of trade between the UK and Australia reached around £18.5 billion in 2019. Out of this trade,
around £12 billion worth of goods and services (65% dltwade with Australia, by value) was exported from the
UK.

Exports to Australia were focussed more on services than goodsHgeee 7.3). Services accounted for
approximately 61% of the total exports to Australia.

Figure 7.3: Exports téustralia by type
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39%
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61%

Source: ONS The Pink Book 2020

UK goods exports to Austrabae primarily made up oMachinery and Transport Equipme#2%)Miscellaneous
Manufactures (20%) and Chemicals (16%), as can be seen in Figure 7.4.

Figure 7.4: Exports in Goods by Category019
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UK serviceexports to Australia are mainly broad based, with representation from a wide range of sdmtibrs,

particularly Travel (23%), OtheBusiness Services (19%), Tspartation (18%) andnsurance and Pension
Activities(18%).
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7.8.

7.9.

Figure 7.5: Exports in Services by Categar2019
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Foreign Direct Investment

Since 2010, Australia has beeet beneficiary of FDIiB A (i K | Y Q & esfvdni gokitddn Adsifadia valued
at around £37 billion in 2019, a slow growth from £33 billion in 2010. In comparison, BRénkdiird investment
positionfrom Australiais relatively lower at £14.4 billion in 201&lthough this has grown substantial

Figure 7.6: International Inward and Outward Investment Position since 2010 (£ billions)
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Tourism

Data from VisitBritain suggests that approximately 900,08itors came to the UK from Australia in 2019. Figure
7.7 showsthe number of tourist visitors froma selection of countriesxeluding the US anthe EU nations
Australia had the highest number of inbound visitors to the UK in 20&8y nationin this group

Figure7.7: Top 10 UK Inbound Tourism Markets by Visitor Numbers in 2019 (Excluding USA & EU)
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Source: VisitBritain Tourism Survey (2019).
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7.10. Air visitors from Australia injected approximately £1 billion in the form of tourism spaadhier UK. On average,
a visitor from Australia spends around 46% more than an average foreign visitor to the UK (see figure 7.9).

7.11.

Figure7.8: Visitor Spend by Country (£ billions, 2019)
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Figure 7.9: Average Spdrper Foreign VisitoCompared to Visitors from Australién 2019
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Source: VisitBritain Tourism Survey (2019).

The Impact on the Air Transport Market

The Impact of COVID 19 has led to a comptetesationin direct air services between the two nations, as shown
in Figure 7.10, when authorities in Australia introduced a complete restrictivimternationalpassenger flights.
Current published schedules suggest that services would soon begin to reconeAfydol 2021with a more
substantive recoverpy the end 0f 20211 2 6 S@SNE 3IA GBSy
be regarded with some caution.

Figure7.10 Published One Way Seat Capacity between UK Aodtralia
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7.12. Theimpact on passenger volumes has followed a similar path to the flight capacity, with minimal passengers flying
directly between the two nations.

Figure7.11 Passengenumbers by month between UK andustralia
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The Real Outlook fothe Remainder of 2021

7.13. Figure 7.12 shows the basis for assessment of the potential costs of failing to reopen international travel between
UK and Australia in 202JAustralia is a market in which there ackear indications that there is unlikely to be
significant recovery until late in 20210n this basis, we have assumedoening starts meaningfully in
November. This means that there is no difference betweeapening in May and September in this case.

Figure7.12 Seat Capacity Outlook for 202inder With and Without Actions on Restrictions
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Source: York Aviation.

The Economic Impact of Ongoing Restrictions

7.14. The impact of ongoing travel restrictions on UKustraliatrade is shown in Figurg13 below. It is estimated that
a total of £210 millionwould be lost in trade.
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Figure7.13 Impact on UKg Australia Trade

£0

-£20

-£40

-£60

-£80

-£100

-£120

Impact on Trade (£ millions)

-£140

-£90million
-£120 million
Exports Imports
Source:

Total Trade Loss:
-£210million

York Aviation Analysis.

7.15. Given the importance of Australian visitors to the UK, the tourism economy too is expectestgnificantly
impacted with an estimated loss of @ million in tourism expenditure, resulting in a loss of GDP of arodrtd £
million, which equates t@,400 jobs at risk.

Figure 7.14: Impact on Inbound tourism to the UK

0
-20
-40
-60

millions)

-80

-100

Tourism Spend & GVA (£

-120

-£90million

2021 Tourism Spend

-£100million -2,400
2021 - Tourism GVA 2021 - Jobs at Risk

Source:

-500
-1,000 &2
-1,500 &
-2,000 8
-2,500

-3,000

York Aviation Analysis.

7.16. The overall impact on UK GDP from continued trawv&tietions between Australia and the UK in 2021 is estimated
to be around £20 million in GDP, equating to around 400 jobs at risk.

Figure 7.15: Impact on UK GDP
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8.1.

8.2.

8.3.

8.4.

South Africa

Introduction

This section presents an analysistaf preCOVIBLY air transport market and economic linkages between the UK
and South Africa before moving on to consider the economic costs of a failure to reopen international travel
between the two countries during 2021.

Air Transport Links

In 2019 the origin and destination market between the UK &é®alith Africavas just over B million passengers.
Direct services between the two nations were only operated from the London Airports, namely London Heathrow
and London Gatwick.

The proportion of pasngers travelling directly on a poHd-point service is 38%, whilst the majority of
passengers use some form of indirect connectivity to travel between the two nations.

Figure 8.1: Proportion of Passengers Travelling Between the UK and South Africaext &md Connecting
Services.

Overseas HuB5%

Point to Point38%

Domestic Hut27%
Source: CAA Passenger Survey 2019.

The largest segment of the passenger profile is UK Leisure, with around 53% of the total passengers. In total,
around 89% of the total passenger market is leisure oriented. 12% of thertwirket is comprised of business
passengers.

Figure 8.2: Profile of Passengers Travelling Between the UK and South Africa in 2017, 2018 and 2019
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Source: CAA Passenger surveys 2087
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8.5.

8.6.

Economic Links between the UK and South Africa

Trade

In 2019, the total trade between UK and South Africa was valued at around £10.8 billion, of which around £4.7
billion was exports and around £5.3 billion imports.

Service exports to South Africa were marginally higher than goods exports, representingl &&6 of the total

(see Figure 8.3). Key sectors for services included Other Business Services, Travel, Intellectual Property, IT &
Telecoms and Financial Services. The key economic sectors for good exports include Machinery & Transport
Equipment, Cheinals and Miscellaneous Manufactures (see figure836)

Figure 8.3: Exports to South Africa Bype
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Source: ONS The Pink Book 2020.

Figure 8.4: Exports in Goods by Category019
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Figure 8.5: Exports in Services byt€tporyin 2019
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Foreign Direct Investment

South Africa, too, is a net beneficiary of FDI from the UK, with a UK outward investment position of around £14.8
OATEA2Y AY HAMGDPOD | 26 SOSNE invéstmani pogatidrNGNK Soytt Afrikayhas béeK |
growing steadily from £600 million in 2010 to over £2 billion in 2019.

Figure 8.6: International Inward and Outward Investment Position since 2010 (£ billions)
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Tourism

VisitBritain estimates that around 205,000 visitors came to the UK from South Africa in 2019 and spent around
£220 million in the UK economy. It is also worth noting the relatively high value ¢ tisitors in terms of
average spend (see figure 8.8).

Figure 8.7: Average Spend per Foreign Visitor compared to Visitors from South Adr@19
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Source: VisitBritain Tourism Survey (2019).

The Impact on the Air Transport Market

TheCOVIEL9 pandemic saw direct air servicbstween the two countries cease for much of 20Z8bme limited
service was restored i@ctober,but services completely ceased again in February 2021 due to the new South
African variant being reported in midecembei(seeFigure 8.8).Unsurprisinglyeven when services have been
operating,passenger numbersave been weak (see Figure 8.Qurrent publishedchedules suggest that
services wilktart to recover again in April argtow through the year to around a 30% drivp2019 seats by the

end of the year.This, again, should be viewed with caution.
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Figure 88: Published One Way Seat Capacity between UK and South Africa
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Figure8.9: PassengeNumbers byMonth between UK andSouth Africa
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The Real Outlook for the Remainder of 2021

8.10. The assumed outlook for the remainder of 2021 is shown in Figufet8.thform our assessment of economic
costs. If restrictions are removed according to the Government pathway, then it is assuatesk#t capacity
would recover sooner than expected and approach 2019 seat capacities quicker. However, capacity is still
expected to be considerably below 2019 levels by the end of 2021. Given the seriousness of the ongoing COVID
19 situation in South fica, it should be recognised that this is, very much, an illustrative forward assessment.

8.11. Furthermore, an additional scenario has been added to understangdtentialimpacts if flight restrictions are
lifted later in September 2021.

Figure8.10 Seat Capacity Outlook for 2021 undét/ith and Without Actions on Restrictions
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8.12.

8.13.

8.14.

8.15.

The Economic Impact of Ongoing Restrictions

¢CKS AYLIOG 2F y20 2LISYyAy3I AN ftAyla 0SGsSSy GKS Y
roadmap, is detrimental to the trading relationship between the UK and Brazil. If restrictions continue through to
the end of 2021, the value of trade loss is estimated to be close to £620 million in total. This includes a £290

million drop in exports to &ith Africa.

Adelay in reopening to September 2021 will have a significant impact. -tfjpening is delayed to September,
around half of the benefits that could have been accrued by May 2021, could no longer be achieved. This equates
to around a nearh£350 million loss in trade.

Figure8.11: Impact on UK South Africa Trade
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The impact on inbound tourism to the UK is expected to be significant. By not opening air links in May 2021, it is
estimatedthere will be a£40 million in tourism spend, resulting in a loss in GDP of around £50 million, putting
1,100 jobs at risk.

If re-opening is delayed until September, only around half of these impacts could then be recovered. As can be
seen in Figure 82, in each case, mudaf the tourism spend, GVA and tourism related jobs would be at risk during
the summer period. By delaying until September, around £20 million in tourism spend and £30 million in GDP
could not then be recovered, putting around 600 jobs at risk.

Figure 8.2: Impact on Inbound Tourism to the UK
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8.16. The overall loss in GDP from not opening&diGth Africa air links in May 2021 is estimated to be around £200
million. This equates to around 4,300 jobs being put at risk. Agairgjifaring is delayed until September, then,
it will not be possible tgecover all these costdlt is estimated that this delay would cost around £100 million in
GDP, putting 2,100 jobs at risk.

Figure 8.8: Impact on UK GDP
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9. Brunei

Introduction

9.1. This section presents an analysishaf pre-COVIBL9 air transport market and economic linkadesween the UK
and Brunei, before moving on to consider the economic cosésfaflure to reopen international travel between
the two countries during 2021.

Air Transport Links

9.2. In 2019, the origin and destination market between the UK and Brunei was around 33,000 passefgersnly
direct service between thawvo countries is from HeathrowThe majority otravellers to / from the UK are using
the direct service from Heathrow (see Figure 9.1)

Figure 9.1: Proportion of Passengers Travelling Between the UK and Brunei on Direct and Connecting Services.
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Domestic Huld.1% '

Pointto-Point76%

Source: CAA Passenger Survey 2019.

9.3. The largest proportions of passengers outbound leisure passengers and inbound leisure passengers, which are
equally distributed. The proportion of business passengers is also relatively strong (see Figure 9.2).

Figure 9.2: Profile of Passengers Travelling Between the UK and Brunei in 2017, 2018 and 2019
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Economic Links bhween the UK and Brunei

Trade

9.4. In 2019, total trade between the UK and Brunei was valued at around @illddn, of which around £9Mnillion
was exported in goods and services to Brunei andriillibn imports into the UK.
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9.5.

9.6.

9.7.

Exports toBruneiwere focussedmore on goods thaserviceqsee Figur®.3),with Machinery and Transport
Equipment and Miscellaneous Manufactures being the two most dominant sectors (see Figurd®fyther
data is available on services exports.

Figure 9.3: Exports to Brunei biype
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Source: ONS The Pink Book 2020.
Figure 9.4: Exports in Goods by Category019
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Tourism

Data from the CAA Passenger Survey suggests that the UK welcomed around 8,000 air visitors from Brunei in 2019.

The Impact orthe Air Transport Market

The Impact of COVII® on the air transport market between UK and Brunei has been detrimental with a complete
cessation in April 2020. However, a small number of flights were kept operational throughout the rest of the 2020.
Curent published schedules suggest that services would start picking up later by around October 2021, returning
to 2019 levels by November. This should, again, be viewed with some caution.
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Figure9.5: Published One Way Seat Capacity between UK Bnehei

10,000 20%
8,000 0%
/ 200
6,000 20%
-40%
4,000
-60%
2,000 -80%
0 —_ —_ === = —_ —_ -100%
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
2019 = 2020 2021 e=09 Reduction in 2020 % Reduction in 2021
Source: OAG.

The Real Outlook for the Remainder of 2021

9.8. Figure 9.6 shows the bad our assessment of the potential economic costs of failing to reopen international
travel between the UK an8runeiin 2021. If international travel can be effectively reopened, then recovery
begins inMayand grows towards around 70% of 2019 levels by the end of the ydgporogress cannot
be made,then only very limited service is seen between the two comestthroughout 2021 Again, we have
included an additional scenario that examines the potential impacts-opening are delayed until September.

Figure9.6. Seat Capacity Outlook for 2021 und@/ith and Without Actions on Restrictions
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Source: York Avi#on.

The Economic Impact of Ongoing Restrictions

9.9. The impact of ongoing travel restrictions with Brunei through 2021 would have a small but still noteworthy impact
on the UK economyBelow, we have set out the estimated impact on trade and overall UKa@BFobs. We
have not sought to estimate tourism impacts in this case due to the lack of data and the small size of the market.

910. ¢ KS AYLI OG 2F y2i 2LISYyAYy3I AN fAyla 0SGsSSy GKS 'Y |
is detrimental b the trading relationship between the UK and Brunei. If restrictions continue through to the end
of 2021, the value of trade loss is estimated to be close to £6 million in total. This includes a £4 million drop in
exports to Brunei.

9.11. Adelay in reopening to September 2021 will have a significant impact. 4fgening is delayed to September,
75% of the benefits that could have been accrued by May 2021, could no longer be achieved. This equates to
around a nearly £4.5 million loss in trade.
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Figure9.7: Impact on UK; Brunei Trade
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9.12. The overall loss in GDP from not openingRfKnei air links in May 2021 is estimated to be around £25 million.
This equates to around 600 jobs being put at risk. Againapeming is diyed until September, then, it will not
be possible to recover all these costs. It is estimated that this delay would cost around £15 million in GDP, putting
400 jobs at risk.

Figure 9.8: Impact on UK GDP
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10. Canada

Introduction

10.1. This section presents an analysis of the-G@VIBL9 air transport market and economic linkages between the UK
and Canada, before moving on to consider the economic costs of a failure to reopen international travel between
the two countries diring 2021.

Air Transport Links

10.2. In 2019, the origin and destination market between the UK @ashadavasaround 2.6 million passengers.
Heathrow operated services to the greatest number of destinations in Canada, with five cities (See Figure 10.1).
Gatwick operated services to four destinations, while a number of regional airports offered access to two
destinations. The majority of passengers travelling used direct, point to point services to travel (see Figure 10.2).

Figure 10.1: Number of Destinatior8erved in Canada by Airport Categony2019
6

a1

Count of Destinations
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Source: OAG & York Aviation Analysis

Figure 10.2: Proportion of Passengers Travelling Between the UK and Canada on Direct and Connecting
Services.

Overseas HuB5%

Domestic HutY% ‘

Pointto-Point68%

Source: CAA Passenger Survey 2019

10.3. The largessegment of the market was overseas leisure travellers, at 53% (see Figure 10.3), followed by UK Leisure
passengers (36%). Around 10% of the passengers were business passengers.
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Figure 10.3: Profile of Passengers Travelling Between the UK and Can2847» 2018 and 2019
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Economic Links between the UK and Canada

Trade

10.4. In 2019, total trade between the UK and Canada was valued at around Hifidd, of which around £11.8illion
was exports and £1hillion imports

10.5. Exports to Canada were evenly balanced between goods and services (see Figure 10Mpchittery and
Transport Equipmentchemicals and fuels being the dominant secforseexports in goods (see Figure 10.5). Key
sectorsfor exports in services inclded Insurance and Pension Activitie®ther Business Services, Travel and
Fnancial services, which togetheradeup around 61% of total service exports (see Figure 10.6).

Figure 10.4: Exports to Canada by Type
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Source: ONS The Pink Book 2020.

Figure 10.5: Exports in Goods by Categor2019
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10.6.

10.7.

Figure 10.6: Exports in Services by Categar2019
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Foreign Direct Investment

Although a net beneficiary of FDI, Canada is still a ggpwward investor in the UK. Canada is home to some of

the largest pension funds in the world, with investments across various sectors in the UK. Since 2010, the value
of outward investment position has been dropping over time, whilst the inward invastmesition from Canada

has been experiencing a modest growth (see figure 10.7)

Figure 10.7: International Inward and Outward Investment Position since 2010 (£ billions)
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Sourceforeign Direct Investment Involving UK companies, ZDIre¢ctional): Inward & Outward.

Tourism

In 2019, the UK welcomed around 800,000 air visitors from Canada, making it an important inbound tourism
market for the UK. Excluding the US and EU nations, Canada is ranked fourth as a source of inbound visitors t
the UK. VisitBritain estimates around £600 million was spent by tourists from Canada in the UK economy in 2019.
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Figurel0.8: Top 10 UK Inbound Tourism Markets by Visitor Numbers in 2019 (Excluding USA & EU)
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Figure10.9 Visitor Spend by Country (£ billions, 2019)
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The Impact on the Air Transport Market

10.8. While COVIEL9 has notesulted in the cessation of direct services between the two countries, the impact has
been dramatic, with seat capacity down tp89% in 2020 compared to 20{$ee Figure 10.10Recovery at the
start of 2021has still been slow, again reflecting the additional travel restrictions in pRRassenger statistics are
even moreextreme, refecting low load factors through much of 20@®e Figure 10.11)Published schedules
currently suggest a strong recovery from May through to the end of 2021 but it is unclear whether this will
genuinely be achieved.

Figure10.1Q Published One Way Se&apacity between UK an@anada
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Source: OAG.

Figurel0.11 Passengenumbers by month between UK an@Ganada
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The Real Outlook for the Remainder of 2021

10.9. Our assumed outlook for the remainder of 2021 for the purposes of assessing the economic cost of ongoing
restrictions can be seen in Figure 10.12 below, outlining thevoaye seat capacity between the UK and Canada.
This has been based aroundthe UK GgVerS y 1 Q& LI G Kgl & F2NJ StaiAy3d f201R29)
travel restrictions still continue, there is minimal growth and recovery in the seat capacity. Hovfevavel
restrictions are lifted in May, the market starts to recover and ghes seat capacities of around 70% of 2019
levels by the end of the year.

10.10.Furthermore, an additional scenario has been added to understand the overall impacts if flight restrictions are
lifted later in September 2021.

Figure 10.12Seat Capacity Ouibk for 2021With and Without Action on Restrictions
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The Economic Impact of Ongoing Restrictions
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roadmap, is detrimental to thérading relationship between the Canada and the UK. If restrictions continue
through to the end of 2021, the value of trade loss is estimated to be closg.&balion in total. This includes a
£600 million drop in exports to Canada.

10.12.Thetimeline here,too, is crucial because even a delay iropening to September 2021 will have a significant
impact. If reopening is delayed to September, around two thirds of the benefits that could have been accrued by
re-opening inMay 2021, could no longer be aché. This equates to around a nearly £1.2 billion loss in trade.
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Fgure 10.13 Impact on UK; Canada Trade
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10.13.The impact on inbound tourism to the UK is expected to be significant. By not opening air links in May 2021, it is
estimated that £150 million in tourism spemdll be lost resulting in a loss in GDP of around £180 million, putting
4,100 jobs at risk.

10.14.1f re-opening is delayed until September, only around a quarter of these impacts could then be recovered. As can
be seen in Figure 10.15, in each case, the relative majority of the tourism spend, GVA and tourism related jobs
would be at risk during the summer period. By delaying until September, around £100 million in tourism spend
and £120 million in GDP could not thbe recovered, putting around 2,750 jobs at risk.

Figure 10.15: Impact on Inbound tourism to the UK

) £0 0
<
O -1,000
o -£50 %

> 4
g 0 -2,000 5
o g -£100 g
nE -3,000 2
= o
2 £150 "
3 -£150million 4100 -4,000
- T e,

-£200 -£180million 5,000
2021 Tourism Spend 2021 - Tourism GVA 2021 - Jobs at Risk

H Sept. Re-Opening ® Continued Restriction

Source: York Aviation Analysis

10.15.The overall loss in GDP from not openingCHfiada air links in May 2021 is estimated to be around £670 million.
This eqates to around 14,700 jobs being put at risk. Again,-dgening is delayed until September, then, it will
not be possible to recover all these costs. It is estimated that this delay would additionally cost around £450 million
in GDP, puttin@,900 jobsat risk.
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Figure 10.16: Impact on UK GDP
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11. Chile

Introduction

11.1. This section presents an analysis of the-@@VIBL9 air transport market and economic linkages between the UK
and Chile, before moving on to consider the econorwsts of a failure to reopen international travel between
the two countries during 2021.

Air Transport Links

11.2. In 2019, the origin and destination market between the UK and Chile was around 120,000 passengers. The only
direct service between the two cotmes were from Heathrow. The majority of travellers to / from the UK were,
therefore, using hub services for their journeys (see Figure 11.1).

Figure 11.1: Proportion of Passengers Travelling Between the UK and Chile on Direct and Connecting Services.

Point to Point33%
Overseas Hub2%

‘ Domestic Hutb%

Source: CAA Passenger Survey 2019.

11.3. The largest segment of the market was UK leisure travellers, but there was a significant component of business
travellers and inbound visitors to the UK.

Figure 11.2: Profile of Passengers Travelling Between the UK aiid i@af2017, 2018 and 2019
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Source: CAA Passenger Surveys 2017
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Economic Links between the UK and Chile

Trade

11.4. In 2019, total trade between the UK and Chile was valued at around £2.2 billion, of which around £1.2 billion was
exports and £1 billion imports.

11.5. Exports to Chile were focussed more on goods than services (see Figure 11.3), with Machinery and Transport
Equipment the dominant sector (see Figure 11.4). The key economic sectors for service exports include
Transportation, Insurance and Pension Activities, and Other Business Services (see Figure 11.5).

Figure 11.3: Exports to Chile Aype

Services
32%

Goods
68%

Source: ONS ThénR Book 2020.

Figure 11.4: Exports in Goods by Categor2019
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Figure 11.5: Exports in Services by Categar2019
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11.6.

11.7.

11.8.

Foreign Direct Investment

Chile is not a significant inward investor the UK but the UK does have significant and growing investment
AYyGSNBadGa Ay [/ KAtSo @ HamMpI GKS 'YQAa FT2NBAIY RANBC

Figure 11.6: International Inward and Outward Investment Position since 2ELbBillions)
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Tourism

VisitBritain estimated that around 26,500 visitors came to the UK from Chile in 2019 and spent around £27 million
in the UK economy. I$ialso worth noting the relatively high value of these visitors in terms of average spend (see
Figure 11.7).

Figure 11.7: Average Spend per Foreign Visitor compared to Visitors from @19
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Source: VisitBritain Tourism Survey (2019).

Thelmpact on the Air Transport Market

The COVIR9 pandemic saw direct air services between the two countries cease for much of 2020. Some limited
service was restored in November but services ceased again in February 2021 (see Figure 11.8). Unsurprisingly,
even when services have been operating, passenger numbers have been weak (see Figure 11.9). Current published
schedules suggest that services will be restored again in April and recover through the year.
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11.9.

Figurel11.8 Published One Way Seat Capacitytlween UK andChile
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Figurell.9 Passengenumbers by month between UK an@hile
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The Real Outlook for the Remainder of 2021

Our assumed outlook for the remainder of 2021 for the purposes of assessing the economic cost of ongoing
restrictions can be seen in Figure 10.12 below, outlining theweane seat capacity between the UK and Chile. This

has been based around the UK Governthé®d LJ- G Kgl & FT2NJ StaAy3a t201R26Yy NB:
restrictions continue, there is minimal growth and recovery in the seat capacity. Howktraxel restrictions

are lifted in May, the market starts to recover and approaches sapacities of around 70% of 2019 levels by the

end of the year.

11.10.Furthermore, an additional scenario has been added to understand the overall impacts if flight restrictions are

lifted later in September 2021.

Figure11.1Q SeatCapacityOutlook for 2®1 With and Without Actions on Restrictions
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The Economic Impact ddngoingRestrictions
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is detrimental to the trading relé&nship betweerChileand the UK. If restrictions continue through to the end of
2021, the value of trade loss is estimated to be close to £180 million in total. This includes a £100 million drop in
exports to Chile.

11.12.Adelay in reopening to September Z1 will have a significant impact. Ifopening is delayed to September,
nearly half of the benefits that could have been accrued by May 2021, could no longer be achieved. This equates
to around a nearly £100 million loss in trade.

Figurel11.11 Impacton UK¢ Chile Trade
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Source: York Aviation Analysis.

11.13.By not opening air links in May 2021, it is estimated thate will be a£5 millionlossin tourism spendhroughout
2021, resulting in a loss in GDP of around £6 million, putting 150 jobs at risk.

11.14.1f re-opening is delayed until September, only around a third of these impacts could then be recovered. As can be
seen in Figure 11.12, in each case, the relative majority of the tourism spend, GVA and tourism related jobs would
be at risk during the summer ped. By delaying until September, around £3 million in tourism spend and £4
million in GDP could not then be recovered, putting around 90 jobs at risk.

Figure 11.12: Impact on Inbound tourism to the UK
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11.15.The overall loss iGDP from not opening URhile air links in May 2021 is estimated to be around £20 million. This
equates to around 400 jobs being put at risk. Again,-gpening is delayed until September, then, it will not be
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possible to recover all these costssleistimated that this delay would additionally cost around £10 million in GDP,
putting 200 jobs at risk.

Figure 11.13: Impact on UK GDP
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12,

12.1.

12.2.

12.3.

12.4.

Japan

Introduction

This section presents an analysis of the-@@VIBLY air transport market and economic linkages between the UK

and Japan, before moving on to consider the economic costs of a failure to reopen international travel between

the two countries during 2021.apanisthes 2 Nt RQa GKANR I NBES&ad SO2y2Yeée | yR
trading partners in Asia.

Air Transport Links

In 2019, the origin and destination market between the UK daqohnwvasjust over 1 million passenger§he only
direct service between the two countriesvere from Heathrow. The majority of travellers to / from the Wire
therefore using hub services for their journeys (see Figar#)1l

Figure 121: Proportion of Passengers Travelling Between the UK and Japan on DiredCandecting Services.
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Source: CAA Passenger Survey 2019.

The largest segment of the markesUK leisure travellers, but there isparticularlysignificant component of
business travellers25% of passengersere also inbound leisure travellers

Figurel2.2: Profile of Passengers Travelling Between the UK and Japan in 2017, 2018 and 2019
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Source: CAA Passendarveys 201719.

Economic Links between the W6d Japan

Trade

In 2019, total trade between the UK and Japan was valued at ara@®bliition, o which around £4.7billion was
exports and £5.3billion imports.
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12.5. Exports toJaparare evenly balanced between goods and servisee Figure 2.3), withMachinery and Transport
Equipmentthe dominant sector (see Figur@.2). The key economic sectdos service exports includénancial
Services Insurance and Pension ActivitiemdOther Business=rvices (see Figureb).

Figure 123: Exports to Japan by type
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Source: ONS The Pink Book 2020

Figure 124: Exports in Goods by Categoiry2019
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Source: ONS The Pink Book 2020.

Figure 125: Exports in Services by Categany2019
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Foreign Directinvestment

12.6. Japan is a significant and growing inward investor in th€dgdK Figure 12.6)Its investment stock in the UK in
2019 had reached a value of £90.5 billiatapan was the sixth largest investor in the UK as of 2019 (see Figure
127).¢ KS | YQ& Ay @S a iseyideraklysmaliebut dtilysighificatlat £5.2billion in 2019.
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