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MORE UK SECTORS REPORT OUTPUT GROWTH IN DECEMBER

e Seven out of 14 UK sectors report output growth in December, Media contacts
versus three in November Babak Mayamey

¢ Number of sectors reporting a slowdown in cost inflation reaches 07515164565
five-month high amid lower energy, material and logistics cost babak.mayamey@Iloydsbanking.com
pressures

o Demand continues to fall, although at its slowest rate since

September 2022
e However, salary pressures remain at near record levels
. . See it on social media
The number of UK sectors reporting output growth more than doubled in
December, according to the Lloyds Bank UK Sector Tracker.

Seven of the 14 sectors monitored by the Tracker reported output growth
(versus three in November) — the highest number since June 2022.
However, overall UK economic activity saw a slight decline (49.0 vs. 48.2
in November).

A reading above 50.0 on the Tracker indicates expansion, while a reading below 50.0 indicates contraction.
Software services firms (56.8 vs. 47.5 in November) and automotive manufacturers (53.1 vs. 38.0 in
November) posted the fastest rises in activity. The tourism and recreation sector (50.2 against 44.6 in the
previous month) — which includes pubs, hotels and restaurants — also saw output grow, supported by the
World Cup. That said, growth in this and other sectors was often mild.

Demand contraction slows, as inflationary pressures improve

December’s data presented positive signs of business’ inflationary pressures easing, which in turn could feed
through to a slowdown in the increase in prices charged to consumers.

Eleven of 14 sectors in December reported slower input cost inflation month-on-month — the highest number
since July 2022. The chemicals sector posted the largest reduction in cost inflation (down 9.6 points month
on month) while there were also significant declines for automobiles and auto parts manufacturing (-6.9),
and food and drink manufacturing (-6.8).

The Tracker reported overall energy, material and logistics cost pressures weakening to 11, 20 and 25-
month lows, respectively. By contrast, salary pressures remained close to record-high levels (3.87 times the
long-term average), amid continued competition for workers.

However, across the economy, demand, as measured by new orders, continued to contract in December to
48.0, although at the slowest pace since September 2022 (48.6).

Weaker demand was attributed to the high inflation environment, with the number of firms linking poorer sales
to price pressures hitting a record 18.8 times the long-term average, up from 15.3 in November.

Jeavon Lolay, Head of Economics and Market Insight at Lloyds Bank Corporate and Institutional
Banking, said: “While the economy held up better than expected in recent months, the impact of temporary
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boosts such as the World Cup and first Covid-19 restriction-free Christmas for three years is evident. The
mixed performance across UK sectors is likely to remain a rolling theme in 2023 as the strains from rising
prices and higher interest rates impact both households and firms disproportionately.

“Still, further evidence of a broad softening of inflationary headwinds is welcome, as in large part this reflects
the continuing normalisation of supply chain conditions for many sectors. How quickly this is reflected in
firms’ output prices and then consumer prices will be watched closely.

“The other key dynamic to note in our report is the continuing strength of salary demands, which, if
sustained, will keep underlying price pressures elevated.”

Scott Barton, Managing Director, Lloyds Bank Corporate and Institutional Banking, added: “Despite
December data showing a marginal increase in activity in some sectors, this month’s broader data illustrates
that the current trading environment remains fragile.”

“As companies begin their operations in 2023, it will be important to stay focused on the fundamentals.
Through consistent and comprehensive forecasting, analysing performance data, and closely managing
supply chains and inventory, businesses can establish a strong foundation to successfully navigate the
challenges that lie ahead.”

ENDS

In December, the UK sectors reporting output growth were automobiles and auto parts manufacturing (53.1), tourism and recreation
(50.2), real estate (52.3), industrial goods manufacturing (50.3), industrial services (50.8), technology equipment manufacturing (52.9)
and software and services (56.8)

The UK sectors reporting growth in new orders were food and drink manufacturing (58.2), tourism and recreation (55.9), real estate (50.5)
and technology equipment manufacturing (51.5).

The UK sectors reporting slower input cost inflation were chemicals (-9.6 month-on-month), metals and mining (-2.3), automobiles and
auto parts manufacturing (-6.9), food and drink manufacturing (-6.8), household product manufacturing (-0.6), tourism and recreation (-
4.5), healthcare (-3.8), industrial goods manufacturing (-6.0), industrial services (-4.4), transportation (-3.1) and technology equipment
manufacturing (-5.8).

The UK Sector Tracker (UKST) is an evolution of the Lloyds Bank UK Recovery Tracker. It uses PMI data from S&P Global to shed light
on current trends in the UK economy.

The UKST builds on the core data set of the UK Recovery Tracker — evolving to deliver deep insight into the topics and themes most
relevant to today’s economic environment. A reading on the Tracker above 50.0 indicates expansion. A reading below 50.0 indicates
contraction.

Methodology
The Lloyds Bank UK Sector Tracker includes indices compiled from responses to S&P Global's UK manufacturing and services PMI®
survey panels, covering around 1,300 private sector companies.

The report also features S&P Global Sector PMI indices, which are compiled by S&P Global from responses to questionnaires sent to
purchasing managers in S&P Global's global PMI survey panels, covering over 27,000 private sector companies in more than 40
countries.

S&P Global 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 Sector 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.

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.
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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 economics@ihsmarkit.com

About S&P Global

S&P Global (NYSE: SPGI) S&P Global provides essential intelligence. We enable governments, businesses and individuals with the right
data, expertise and connected technology so that they can make decisions with conviction. From helping our customers assess new
investments to guiding them through ESG and energy transition across supply chains, we unlock new opportunities, solve challenges
and accelerate progress for the world.

We are widely sought after by many of the world’s leading organizations to provide credit ratings, benchmarks, analytics and workflow
solutions in the global capital, commodity and automotive markets. With every one of our offerings, we help the world’s leading
organizations plan for tomorrow, today. www.spglobal.com
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