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NUMBER OF UK SECTORS IN GROWTH MODE HITS 10-MONTH
HIGH IN FEBRUARY

e 11 out of 14 sectors saw output expand, driven by weaker input Media contacts
cost inflation and stronger demand Babak Mayamey
e 12 out of 14 sectors reported a slower pace of cost inflation than 07515164565
the month before, as materials and energy costs fall babak.mayamey@lloydsbanking.com

e Firms increased headcount for the first time in three months

More UK sectors reported an increase in output than at any time in the
past 10 months in February, as stronger demand and weaker cost inflation
drove activity, according to the Lloyds Bank UK Sector Tracker. See it on social media

Of the 14 sectors monitored by the tracker, 11 saw output expand in
February (vs. 6 in January) — the highest number since April 2022. A
reading above 50.0 on the Tracker indicates expansion, while a reading
below 50.0 indicates contraction.

Technology equipment manufacturers posted the fastest rate of output
growth (63.6 vs. 48.4 in January), supported by stronger new orders, improved capacity and fewer
semiconductor shortages, according to surveyed firms.

Slower inflation drives new order growth

Output growth across sectors was supported by increasing numbers of new orders. In February, 10 of the 14
sectors saw new order volumes expand (compared to five in January). Food and drink manufacturers saw
new order volume grow at the fastest rate (59.8 vs. 54.8 in January).

Increasing customer confidence amid weaker inflation helped drive the rise in demand. The number of
businesses across the economy linking lower orders to higher prices almost halved month-on-month (4.23
times the long-term average in February vs. 8.0 times in January).

Businesses’ own pace of cost inflation also slowed in February. Of the 14 sectors monitored, 12 reported a
slower pace of cost inflation than the month before (vs. 10 in January), driven by falls in materials and energy
costs.

Metals and mining firms saw the largest slowdown in input cost inflation (51.0 in February vs. 69.0 in January),
followed by healthcare businesses (67.6 vs. 76.6). Meanwhile, tourism & recreation — which includes pubs,
hotels and restaurants (80.4 vs. 86.7) — transportation (67.9 vs. 69.2), and the food and drink manufacturing
(60.3 vs. 61.3) sectors also saw price pressures ease.

Firms hire, but increasingly report staff shortages

UK businesses increased their headcounts for the first time in three months during February. However, despite
the pick-up in headcount, reports by firms of staff shortages rose. In February, the number of businesses
commenting on backlogs of work due to labour shortages was at an eight-month high (4.64 times the long-
run average vs. 4.19 in January).
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Jeavon Lolay, Head of Economics and Market Insight at Lloyds Bank Corporate & Institutional
Banking, said: “February’s data underlines the economy’s relative robustness, and gives some reasons for
optimism for the year ahead. While inflationary pressures are still acute and households continue to be
cautious with spending, a healthy labour market is helping underpin confidence and demand.

“However, it will also play a crucial role in inflation’s future trajectory. A persistently tight labour market could
maintain, or even accelerate, wage inflation. Its prospects will inevitably form a key part of the Bank of
England’s rationale as to whether it decides to pause or hike interest rates again on Thursday.”

Scott Barton, Managing Director, Lloyds Bank Corporate & Institutional Banking, added: “As demand
strengthens, management teams will need to shift their attention to building capacity. While staffing will be a
critical aspect of this, so will be the timing and structuring of investment flows. The key will be to manage the
impact on available working capital. With strategic planning and prudent financial management businesses
can position themselves for sustainable growth.”

ENDS

In February, the UK sectors reporting output growth were: chemicals manufacturing (50.7), automobiles and auto parts manufacturing
(50.3), food and drink manufacturing (55.5), household products manufacturing (51.1), tourism and recreation (56.5), banks (58.5), real
estate (53.3), healthcare (51.9), industrial goods manufacturing (54.7), industrial services (55.2) and technology equipment manufacturing
(63.6).

The UK sectors reporting a slower pace of input cost inflation were: metals and mining (51.0 in February vs. 69.0 in January)), automobiles
and auto parts manufacturing (59.6 vs. 62.4), food and drink manufacturing (60.3 vs. 61.3), household products manufacturing (57.5 vs.
64.6), tourism and recreation (80.4 vs. 86.7), real estate (69.3 vs. 74.2), healthcare (67.6 vs. 76.6), industrial goods manufacturing (61.9
vs. 66.9), industrial services (66.6 vs. 67.3), transportation (67.9 vs. 69.2), technology equipment manufacturing (69.6 vs. 76.4) and
software services (67.7 vs. 73.2).

The UK Sectors reporting expanding new order volumes were: metals and mining (52.4), automobiles and auto parts manufacturing
(52.8), food and drink manufacturing (59.8), tourism and recreation (54.5), banks (56.4), real estate (54.6), healthcare (52.6), industrial
goods manufacturing (50.6), industrial services (53.7) and technology equipment manufacturing (53.9).

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.

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
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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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