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More than 600,000 lose work in UK 
as COVID-19 hits jobs market

REUTERS, London

The number of people on British company 
payrolls fell by more than 600,000 in April 
and May as the coronavirus lockdown hit 
the labour market, and vacancies plunged 
by the most on record, official data showed 
on Tuesday.

The jobless rate unexpectedly held at 3.9 
per cent over the three months to April - 
despite a record slump in overall economic 
output during that period - as firms turned 
to the government’s job retention scheme 
to keep employees on their books.

Economists polled by Reuters had mostly 
expected a rise in the unemployment rate 
to 4.7 per cent. “The furlough scheme 
continues to hold off the bulk of job losses, 
but unemployment is likely to surge in the 
months ahead,” Tej Parikh, chief economist 
at the Institute of Directors, said.

The furlough scheme is due to run until 
the end of October although employers 
have to make contributions to the cost of 
paying their temporarily laid-off workers 
from August.

Many companies have already 
announced permanent layoffs of workers. 
On Monday, building materials firm Travis 
Perkins said it would cut about 9 per cent 
of its workforce, or 2,500 jobs. Airlines have 
shed more than 15,000 jobs in Britain.

Britain’s job market was strong before the 

coronavirus hit, and the ONS said many of 
those who lost their jobs in April were not 
actively looking for work and so counted as 
‘inactive’ rather than unemployed.

In a more up-to-date sign of how the 
coronavirus lockdown is affecting the 
labour market, experimental figures, based 
on tax data, showed the number of people 
on company payrolls fell by 612,000 in 
April and May. In May alone, it was 163,000 
lower than in April when the biggest job 

losses occurred. That left the number of 
paid employees 2.1 per cent lower than in 
March, the ONS said. 

There was also a big drop in job vacancies 
which showed their largest quarterly fall 
since the ONS began measuring them in 
2001, with a slide of 342,000 to 476,000.

Prime Minister Boris Johnson, under 
pressure to ease the slump in the economy, 
has ordered a review of Britain’s two-
metre social distancing rule which many 

employers say is stopping them from 
getting back up to speed.

Johnson and finance minister Rishi 
Sunak are also reportedly considering 
increasing a tax incentive for small firms 
to hire workers, and suspending social 
security payments by employers.

The ONS said the number of hours 
worked per week dropped by the biggest 
amount on record, falling to 959.9 million 
in the three months to April from 1.041 
billion in the three months to March, 
reflecting the scale of the jobs furlough 
scheme which covers about 9 million jobs.

A measure of the number of people 
claiming Universal Credit, a benefit for 
people out of work or on low incomes, rose 
by a larger than expected 528,900 in May to 
2.8 million, more than double the number 
in March. The ONS has said the claimant 
count almost certainly overstates the rise in 
unemployment because it includes people 
who are in work but are entitled to support.

A fall in pay growth reflected how 
workers on the government’s job retention 
scheme are only entitled to receive 80 
per cent of their former pay, up to 2,500 
pounds a month.

The ONS said workers’ total pay growth 
of 1.0 per cent was the weakest since 
September 2014. Regular pay, excluding 
bonuses, grew by 1.7 per cent, the weakest 
since January 2015.
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People walk through the Canary Wharf financial district of London, Britain.

Virus crisis forces 
Spain’s Inditex 

into the red
AFP, Madrid

Spain’s Inditex, which owns fashion chain Zara, said 
Wednesday it would focus on growing its online business 
after posting its first Q1 loss in nearly 20 years as the 
pandemic devastated sales.

“The COVID-19 pandemic has had a material impact 
on our operations as lockdown and restrictions have been 
in place in most markets,” executive chairman Pablo Isla 
told analysts.

The textile giant posted a first-quarter loss of 409 million 
euros, compared with a net profit of 734 million euros in 
2019, in what was its first loss since it went public in 2001.

The figure included a provision of 308 million euros for 
work in its shops which was already under way before the 
crisis took hold.

Sales plummeted by 44 percent to 3.3 billion euros 
($3.7 billion) from 5.9 billion euros a year earlier, with the 
group closing up to 88 percent of its stores at the height of 
the lockdown, among them Zara, Massimo Dutti, Bershka, 
Oysho and Pull&Bear.

But online sales, which accounted for 14 percent in 
2019, posted strong growth of 50 percent during the first 
quarter, and even increased by 95 percent year-on-year in 
April, the company said.

Investors welcomed the announcement with shares 
trading 2.1 percent higher on Madrid’s benchmark IBEX-
35 index by 1040 GMT.

Analysts with Bankinter said the results showed the  
“severe but temporary” impact of the virus crisis.

“The group has maintained its sales growth objectives of 
4.0 to 6.0 percent over the long term and has demonstrated 
the solidity of its model with a solid cashflow and a 21 
percent reduction in operational costs,” they said.

Inventory levels were 10 percent lower at the April 
close, with Inditex saying it demonstrated the  “flexibility” 
embedded into its business model which allowed it to 
react to actual demand, meaning production levels stayed 
close to real sales.

Despite the crisis,  “we have total confidence in our 
business model” and will  “continue developing our long 
term strategy to extend our fully integrated stores and 
online platform,” Isla said.

Since 2012, Inditex has invested around 2.5 billion 
euros in a strategy aimed at reinforcing its online sales by 
reducing its stock of smaller older shops and investing in 
larger stores in high-profile locations.

The group said it would invest an extra 2.7 billion euros 
between 2020-2022, of which around 1.0 billion would 
be directed solely into its online business to ensure its full 
integration with the shop floor.

“Better quality stores will play a stronger role in the 
development of online sales,” said Isla.

For example, a customer unable to find their size in 
store will be immediately able to access it online.

By 2022, online sales are expected to account for over 
25 percent of its overall sales, compared with 14 percent 
in 2019, it said. 

The textile giant also gave a brief glimpse at its second-
quarter activity, saying sales were down 51 percent in May 
and off 34 percent in the first week of June.

Swiss economy 
could lose over 
$100b due to 

coronavirus: govt
REUTERS, Zurich

Switzerland’s economy 
could lose more than $100 
billion in output due to the 
fallout from the coronavirus 
pandemic, the government 
said on Tuesday.

The government expects 
2020 gross domestic product 
(GDP) to be around 652 
billion Swiss francs ($687.26 
billion), down from its 
December forecast for 712 
billion francs. For 2021 it 
now expects a figure of 688 
billion francs, down from 
the previous view of 725 
billion francs.

“On a per capita basis 
the downturn is going to be 
as bad as the mid-1970s, if 
not worse,” said government 
economist Ronald 
Indergand. “It is going to 
take years to get over this. 
The economy is only going 
to get back to its previous 
level by 2022.”

He was speaking after 
the State Secretariat for 
Economic Affairs forecast 
a 6.2% decline for the 
economy during 2020, 
before a moderate recovery 
in 2021. Indergand said the 
impact of the coronavirus 
on Switzerland’s export-
orientated economy could 
take longer to be fully 
overcome, as unemployment 
rises and trade stutters due 
to a slowdown in other 
countries.

“Government debt will 
rise, and company and 
household debt will also 
rise which might reduce 
spending and economic 
growth,” he told Reuters.

“There is still also the 
risk of a second wave of 
COVID-19, and how this 
can be contained. This 
could have very negative 
consequences for the 
economy and significantly 
slow the recovery,” he added.

Aviation crisis means oil demand to stay 
below pre-virus levels before 2022: IEA

REUTERS, London

Oil demand is recovering from the 
greatest fall in its history in 2020, the 
International Energy Agency (IEA) 
said on Tuesday, but less flying due to 
coronavirus fears means the world will 
not return to pre-pandemic demand 
levels before 2022.

“Our first forecast for 2021 as a 
whole shows demand growing by 
5.7 million barrels per day (bpd), 
which, at 97.4 million bpd, will be 2.4 
million bpd below the 2019 level,” the 
IEA said in its monthly report.

“Reduced jet and kerosene deliveries 
will impact total oil demand until at 
least 2022 ... the aviation industry is 
facing an existential crisis”, the Paris-
based IEA said. The IEA said air travel 
began to rise slightly in the middle of 
May and accelerated in June as economic 
lockdowns aimed at containing the 
virus were eased, but was still down by 
over 70% from 2019 levels.

The IEA raised its forecast for 2020 
oil demand by nearly 500,000 bpd 
due to stronger than expected imports 
in Asia. “China’s strong exit from 
lockdown measures has seen demand 
in April almost back to year-ago levels. 
We have also seen a strong rebound in 
India in May, although demand is still 

well below year-ago levels.”
Citing a plunge in 

global oil supply by 11.8 
million bpd in May, the 
IEA said the Organization 
of the Petroleum Exporting 
Countries and its allies 
including Russia - a 
grouping known as OPEC+ 
- had reduced their output 
by 9.4 million bpd.

Output from countries 
outside the deal was down 
4.5 million bpd since 
the start of this year, the 
IEA added, noting that 
U.S. output was set to fall 
900,000 bpd in 2020 and 

another 300,000 barrels next year 
unless oil price rises encourage new 
shale oil investments.

“If recent trends in production are 
maintained and demand does recover, 
the market will be on a more stable 
footing by the end of the second half, 
the IEA said.
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Airplanes on the tarmac are seen at Paris Charles 

de Gaulle airport in Roissy-en-France during the 

outbreak of the coronavirus disease in France.

Spanish government readies 
$170b investment with EU 

funds: El Pais
REUTERS, Madrid

The Spanish government is readying a 150 billion euro 
($170 billion) investment plan to kick-start the economy, 
ravaged by the coronavirus epidemic and the related 
lockdown, newspaper El Pais reported Tuesday, citing an 
internal document.

The public investment plan is part of a report Spain will 
send to its European Union partners to explain what it will 
do with EU recovery funds, El Pais reported.

The government expects Spanish private companies to 
invest as much as 500 billion euros in the local economy 
in the wake of the coronavirus crisis, the newspaper added, 
quoting the document.

Spain is due to receive about 140 billion euros from the 
EU recovery fund. Prime Minister Pedro Sanchez’s office 
did not comment on the report from El Pais.


