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Business Support – The Reality

UK PMI data for August (a figure

above 50 indicates expansion)

Source: The Guardian

The sudden rise in Covid-19 cases in the UK has sparked renewed concerns around the prospect of a

‘second wave’ of the pandemic. With the re-introduction of social restrictions during a fragile period of initial

economic recovery, we have reached a critical point in the UK’s Covid-19 response. Despite promising

underlying fundamentals arising from late-Summer economic activity, the pandemic has disrupted the UK’s

first steps towards a ‘new normal’. In a week where the Treasury changed course by cancelling a much-

anticipated Autumn Budget to focus on the “here and now”, business owners must once again adjust and

adapt. Below is a snapshot of the week’s developments.

12%
Of the UK’s workforce is currently

on furlough, a reduction from a

peak of 30% in May

Source: Financial Times

695,000
Jobs have been lost from

companies payrolls since March

Source: ONS

£10bn
Total cost of the measures set out

in the Chancellor’s Winter

Economic Plan

Source: Financial Times

55.7

19.8%
Fall in UK GDP between April and

June, which is less than was

feared

Source: ONS

2021
A full UK economic recovery is

not expected until 2021

Source: Bank of England
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Business Support – A Timeline

The significance of the Treasury’s announcement to cancel the Autumn Budget and focus on the “here and
now” marked another significant milestone in the UK’s Covid-19 economic response. Despite the myriad of
support measures undertaken by the UK government to date, the threat of a second wave of Covid-19 on
public health and the economy, remains significant. To contextualise the Chancellor’s Winter Economic Plan,
below is a timeline of selected key policy announcements, decisions and events that have transpired to date.

11 March

17 March

20 March

20 April

12 May

08 July

03 April

27 April

Rishi Sunak announces the Coronavirus Business Interruption Loan Scheme (CBILS), providing
lenders with a government-backed guarantee of 80% on each loan. The Chancellor also
announces business rates relief and grant funding for small businesses.

The Chancellor makes a pledge to provide ‘an initial £330bn of guarantees’ through a set of
new and expanded measures, increasing the scope of CBILS and launching the Covid
Corporate Financing Facility.

The Chancellor announces the creation of a Coronavirus Job Retention Scheme where any UK
employers will be able to contact HMRC for a grant to cover 80% of the salary of retained
workers. UK then enters a full, national lockdown on 23 March.

CBIL is expanded so that firms with turnover between £45m and £500m can apply. The
scheme provides welcome respite to the ‘stranded middle market’. In the days prior, the Welsh
Government announces a £500m Economic Resilience Fund to support Welsh businesses..

A new £1.25bn support package for UK businesses driving innovation and development is
announced. This includes the ‘Future Fund’, a £500m convertible loan scheme for high-growth
firms.

Shortly after this announcement, the Chancellor announces the Bounce Back Loan Scheme
(BBLS), offering small businesses access to 100% backed government loans between £2,000
and £50,000.

Rishi Sunak extends the Job Retention Scheme to the end of October 2020, whilst announcing
the introduction of a flexible furlough mechanism, through which furloughed workers can
work part-time, with employers requested to pay a percentage towards staff salaries.

The Chancellor outlines plans to ‘rebuild’ the economy. In this address, the Jobs Retention
Bonus is announced, offering employers £1,000 for each employee that is brought back from
furlough. The ‘Kickstart Scheme’ is also launched to create new jobs for young people.

03 August

The ‘Eat out to Help Out’ scheme opens and runs until 31 August 2020. Members of the public
can use the scheme at participating establishments to get a 50% discount on food or non-
alcoholic drinks, with a maximum discount of £10 per diner.

24 September
Following a significant rise in Covid-19 cases in the UK, tighter restrictions are enforced to
slow the spread. Rishi Sunak cancels the Autumn Budget and unveils the ‘Winter Economy
Plan’ to protect jobs and support businesses over the coming months.
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Business Support – Update

Update
• The UK government announced that it is extending

the deadline for applications to its four loan
schemes to 30 November 2020.

• Under CBILS, lenders are now able to extend their
repayment schedule from six to ten years,
providing greater flexibility to ensure that the debt
can be serviced.

• Within the Bounce Back Loan Scheme, a ‘Pay as
you Grow’ (PAYG) scheme has been announced,
giving borrowers the option to repay their loan
over ten years, nearly halving the average
monthly repayment.

• Under PAYG, struggling businesses will also be
allowed to make interest only payments, or
suspend payments entirely for up to six months.

• The government has also started work on
successor loan schemes for businesses and these
are set to begin in January 2021.

£15.5bn Total value of approved CBILS

facilities

£3.8bn Total value of approved CLBILS

facilities

£720m Total value of convertible loans

approved through the Future

Fund

Key Features
• An additional £140m is being made available

through the Economic Resilience Fund (ERF) to

address the economic challenges of Covid-19

and secure jobs for Welsh businesses.

• This new ERF phase will make £80m available to

support businesses with projects that can help the

Welsh government transition to the ‘economy of

tomorrow’, with £20m of this ringfenced to support

tourism and hospitality businesses.

• An additional £60m will be allocated to support

businesses impacted by local lockdown

restrictions.

• The remainder will be used flexibly to provide

additional support, for example to increase

lending to Welsh businesses through Development

Bank of Wales initiatives and to help companies

deal with the impacts of the UK leaving the

European Union.

Gambit’s View

The decision to extend the four flagship loan schemes signals Treasury’s concerns around the effects of the
newly imposed ‘local lockdown’ restrictions on economic activity. Prospective applicants that have not yet
accessed these schemes have been given a two-month window to obtain vital liquidity support to bridge
what is likely to be a highly challenging Winter period. Businesses should continue to adopt a ‘right first time’
approach to any application to ensure that these funds can be accessed in an efficient and effective
manner. Furthermore, the Welsh government’s decision to add another phase to the ERF also provides
welcome relief to business owners. We also hope that the support for businesses that help the transition
towards tomorrow’s economy marks a shift towards increasingly important reskilling and retooling initiatives.

£300m The ERF has introduced more than

£300m of support into Welsh

businesses

13,000
Companies have been supported

by funds issued through the ERF

100,000
Jobs have been supported by the

Economic Resilience Fund

Coronavirus Loan Schemes

Welsh Government Support Package

Source: Insider Media

Source: GOV.UK
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Business Support – Update

Key Features
• With the Job Retention Scheme set to close on 31

October, the Chancellor had been put under
pressure to establish its successor in view of the
potential for a significant wave of redundancies.

• In his ‘Winter Economy Plan’ address, Rishi Sunak
announced the Jobs Support Scheme (JSS), based
upon Germany’s Kurzarbeit model.

• Under the JSS, employees must work at least a third
of their usual hours, receiving payment for this from
their employer. For the remaining hours which are
not worked, the UK government and employer will
each pay a third of the remaining wages.

• The JSS will be available for six months, starting
from 1 November and the level of grant will be
calculated based on the employee’s usual salary,
capped at £697.92 per month.

• The Jobs Support Scheme can be claimed in
conjunction with the £1,000 Jobs Retention Bonus.

1.2m

Jobs have been furloughed since

the start of the Job Retention

Scheme

Source: GOV.UK

£80bn
Total cost of the JRS to the

taxpayer

Source: Institute for Fiscal Studies

9.6m

Employers have furloughed staff

since the inception of the Job

Retention Scheme

Source: GOV.UK

Update
• For businesses that chose to defer their March to

June 2020 VAT payment, rather than repaying this

in full by March 2021, they will now be able to

spread payments throughout the 2021/22 financial

year across eleven smaller, interest-free payments.

• A temporary VAT reduction of 15% for the

hospitality and tourism sectors will also be

extended out until 31 March 2021 at the current

lower 5% rate, helping to mitigate the effects of

fresh restrictions on the sector’s prospects.
• As well as the measures above, around 11m self-

assessment taxpayers will be able to benefit from a
separate, additional 12-month extension from
HMRC on the “Time to Pay” self-service facility.
Payments deferred from July 2020 and those due in
January 2021 will now not need to be paid until
January 2022.

Gambit’s View

The JSS will be hotly debated in terms of its renewed scope and purpose in contrast to its predecessor.
Chancellor Sunak’s willingness to support the cost of so called ‘zombie jobs’ which have little to no prospects
of returning to their pre-Covid state is clearly low. Instead, it is the focus of Treasury to maintain viable roles
with demonstratable longevity. Therefore, it is now vital that this stance is coupled with effective re-tooling
and re-skilling initiatives that cater to resourcing the ‘economy of the future’ and which serve to limit the
effects of an unemployment wave. The additional flexibility provided by the VAT measures outlined above will
provide businesses with welcome headroom with which to manage short-term liquidity requirements. Coupling
this with the additional repayment flexibility now offered by Covid-19 loan schemes, businesses should look to
capitalise on a potential insurance strategy for a deeper recession ahead.

500,000
Businesses chose to defer paying

VAT between March and June

2020

2.4m

Jobs across 150,000 hospitality

businesses are expected to be

protected by the sector-wide VAT

reduction

£30bn
In VAT has been deferred by

businesses this year

Source: GOV.UK

Jobs Support Scheme

VAT Deferment & Time to Pay
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Gambit Corporate Finance

Gambit Corporate Finance

Established in 1992, Gambit is an independent corporate finance advisory firm specialising in advising private

and public companies on mid-market transactions in the UK and overseas. With offices in London and

Cardiff, Gambit is widely recognised as a market leader in M&A advice having built up detailed industry

knowledge and an enviable track record in deal origination and execution.

www.gambitcf.com
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