UK RECOVERY MOMENTUM SLOWED IN SEPTEMBER AS
LEAD OVER GLOBAL COUNTERPARTS NARROWS


The pace of the UK’s economic recovery slowed in September, reflecting a global
deceleration in the speed of recovery from Covid-19



While the UK remained ahead of the global benchmark for a third consecutive month, its lead
over global counterparts narrowed



UK manufacturing sector continued to outperform services as consumer-facing businesses
dealt with tightening restrictions and withdrawal of some support measures

The pace of the UK’s economic recovery from coronavirus slowed during September and the country’s
lead over its global counterparts halved, according to the latest Lloyds Bank UK Recovery Tracker.
The Tracker, working with IHS Markit, provides unique insight into the shape and pace of the UK’s
recovery following the disruption caused by Covid-19.
UK’s lead on global recovery narrows
The momentum of the UK recovery was, for the third consecutive month, ahead of the global
benchmark. However, the degree to which UK sectors outperformed their overseas counterparts
narrowed month-on-month and the total number of UK sectors outperforming the global index fell.
Eleven out of fourteen UK sectors monitored by the Tracker saw output rise faster than the global
benchmark during September, two fewer than in August as healthcare (51.3) and tourism and recreation
(43.7) fell behind alongside transportation (43.7). A reading above 50 signals output is rising, while a
reading below 50 indicates output is contracting.
The UK tourism and recreation sector – which returned to growth in August for the first time since
February but in September registered an outright output decline – grappled with new restrictions and
the end of the Eat Out to Help Out scheme.
While UK healthcare output growth slowed between August and September, it was only marginally
behind the global benchmark of 52.4. Healthcare leaders and those in the manufacturing supply chain
attributed the sector’s decelerating trend to a temporary slowdown in orders after a surge in demand
for personal protective equipment (PPE) and critical healthcare products earlier in the pandemic.
Ongoing restrictions on international air travel contributed to the UK’s transportation sector (43.7) being
furthest behind the international benchmark. In contrast, the metals and mining sector (67.3) was
furthest ahead.
Between August and September, the average lead UK sectors held over their global equivalents nearly
halved, dropping from 7.1 to 3.9 index points.
Of the fourteen UK sectors monitored by the Tracker, transportation (43.7) and tourism and recreation
(43.7) were the only two to record an outright decline in output during September.
UK manufacturing sector continues to outperform services

UK manufacturing businesses outperformed the services sector for a seventh consecutive month during
September. The results reflect manufacturers’ ability to stay open and operational while services
businesses contended with the effects of local lockdowns and tightening restrictions such as the
introduction of the ‘rule of six’, which affected business models by potentially reducing the volume of
customers a business could serve at one time.
At the sector level, the UK metals and mining industry registered the highest jumps in month-on-month
output growth as firms continued to re-establish production lines, rising to 67.3 from 60.9 in August.
Industrial services (57.3 vs 52.9 in August) posted the second fastest acceleration. Technology
equipment (55.1 vs 52.7 in August) also saw stronger momentum, with output rising to the greatest
extent for more than one year.
UK recovery continues to outpace Europe
The Global PMI posted a headline reading of 52.1 in September, signalling an expansion of worldwide
economic activity for a third month in a row. While most nations experienced an increase in output, the
pace of growth slowed.
The global benchmark was down from 52.4 in August, reflecting weaker contributions from eight of the
thirteen nations monitored by the Recovery Tracker, including the US (54.3 vs 54.6 in August) and
China (54.5 v 55.1 in August).
While UK private sector output continued to grow in September, the pace of that growth also fell monthon-month, posting a reading of 56.5, down from 59.1 in August.
Despite its own slowing growth, the UK’s overall output was comparatively strong versus elsewhere in
Europe, with France (48.5), Spain (44.3) and Ireland (46.9) all posting output contractions.
Jeavon Lolay, Head of Economics and Market Insight, Lloyds Bank Commercial Banking, said:
“The September data reveals a deceleration in the pace of global recovery. While the UK’s recovery
momentum remains ahead of the global curve, its lead over its international counterparts has narrowed
as the initial impetus gained from re-opening the economy fades.
“Future growth will hinge on the path of the pandemic, and in particular the degree to which a rising
number of new infections can be contained.
“The latest restrictions to tackle outbreaks of coronavirus have so far been more localised as part of the
Government’s new three-tier strategy. However, it is not clear how the situation will develop, and the
outlook for many businesses remains extraordinarily uncertain.”
Ed Thurman, Managing Director, Global Transaction Banking, Lloyds Bank Commercial
Banking, added: “The UK’s businesses continue to operate in challenging conditions.
“Increased restrictions throughout September will have hampered demand for many, and businesses
will be closely reviewing what potential further measures to tackle the virus will mean for them and how
this will impact the economy’s ongoing recovery.
“We’ll continue to stand by our customers’ side to help them navigate this difficult environment. The
intelligence gathered through listening to our customers, including our Big Conversation initiative, is
designed to get to the heart of what the UK’s businesses and communities need to weather this storm
and emerge better than before.”
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Notes to Editors

Methodology
The Lloyds Bank UK Recovery Tracker includes indices compiled from responses to IHS Markit's UK
manufacturing, services and construction PMI® survey panels, covering over 1,500 private sector
companies.
The report also features IHS Markit Global Sector PMI indices, which are compiled by IHS Markit from
responses to questionnaires sent to purchasing managers in IHS Markit's global PMI survey panels,
covering over 27,000 private sector companies in more than 40 countries.
IHS Markit maps individual company responses to industry sectors according to standard industry
classification (SIC) codes, covering the basic materials, consumer goods, consumer services,
financials, healthcare, industrials and technology sectors across varying tiers of detail.
The Lloyds Bank UK Recovery Tracker monitors the following 14 individual UK and Global sectors:
Chemicals, Metals & Mining, Automobile & Auto Parts, Beverages & Food, Household Products,
Tourism & Recreation, Banks, Real Estate, Healthcare, Industrial Goods, Industrial Services,
Transportation, Technology Equipment, Software & Services.
In September, the sectors outperforming the global benchmark of output growth were: Metals &
Mining, Industrial Goods, Automobile & Auto Parts, Banks, Industrial Services, Beverages & Food,
Software & Services, Technology Equipment, Chemicals, Household Products and Real Estate.
Survey responses are collected in the second half of each month and indicate the direction of change
compared to the previous month. Global survey responses are weighted by country of origin, based
on sectoral gross value added. A diffusion index is calculated for each survey variable.
The index is the sum of the percentage of ‘higher’ responses and half the percentage of ‘unchanged’
responses. The indices vary between 0 and 100, with a reading above 50 indicating an overall
increase compared to the previous month, and below 50 an overall decrease. The indices are then
seasonally adjusted.
The Purchasing Managers’ Index (PMI) survey methodology has developed an outstanding reputation
for providing the most up-to-date possible indication of what is really happening in the private sector
economy by tracking variables such as sales, employment, inventories and prices. The indices are
widely used by businesses, governments and economic analysts in financial institutions to help better
understand business conditions and guide corporate and investment strategy. In particular, central
banks in many countries use the data to help make interest rate decisions. PMI surveys are the first
indicators of economic conditions published each month and are therefore available well ahead of
comparable data produced by government bodies.
For further information on the PMI survey methodology, please contact economics@ihsmarkit.com.
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