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Scottish private sector returns to growth in May

e Private sector activity rises for first time since last November
e New business falls at weakest rate in six months
e Price pressures ease but remain marked

The Royal Bank of Scotland Growth Tracker — a seasonally adjusted index that measures the month-on-month change in
the combined output of the region’s manufacturing and service sectors — rose from 47.4 in April to 50.5 in May,
indicating a renewed rise in business activity. This marked the first increase in output for six months, though the rate of
expansion was marginal and similar to that seen across the UK as a whole.

The growth in activity was primarily driven by a stronger service sector performance, where a fresh increase in activity
was supported by a renewed upturn in new business. This helped to offset a further downturn in manufacturing output.

At the same time, Scottish private sector companies recorded a renewed increase in employment, making Scotland the
only area among the 12 monitored UK regions and nations to register job creation.

Commenting on the Tracker’s findings, Sebastian Burnside, Royal Bank of Scotland Chief Economist, said:

"Following a near-universal decline in output across the 12 monitored UK regions and nations in April, Scotland was one
of six areas to experience an upturn in business activity during May. This uptick in activity was primarily driven by the
service sector, where a strong expansion helped to offset a further decline in manufacturing output. Demand conditions
meanwhile moved closer to stabilising, as the decline in new business was only marginal and the softest in six months.
Additionally, firms exhibited greater confidence in their projections for business activity over the year ahead.

"The Scottish labour market demonstrated resilience, with firms adding to their workforce numbers for the first time in
six months. Notably, it was the only tracked area to report an increase in employment.

"As was the case across all 12 UK regions and nations, cost pressures eased across Scotland in May. In fact, Scotland
recorded the weakest rate of cost inflation of all monitored areas, albeit one that remained sharp overall. Charges levied
for Scottish goods and services were also raised at a slower pace than in April."
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Performance in relation to UK

May survey data signalled a further decline in total new work
received by Scottish private sector firms. Those reporting lower
new business generally linked this to global uncertainty, decreased
consumer spending and increased market competition. That said,
the rate of decrease was the slowest seen in six months and only
marginal. The pace of contraction was also weaker than the UK-
wide trend.

The level of positive sentiment towards the 12-month outlook for
output improved across Scotland in May. The respective index
picked up further from March to reach a seven-month high.
Increased confidence was largely linked to new products, new
project pipelines, operational enhancements, and general
optimism about future market conditions.

However, Scottish firms were less optimistic than the average UK firm when assessing the year ahead.

Scottish private sector firms expanded their workforce numbers for the first time in six months during May, albeit only
slightly. Moreover, Scotland was the only area of the 12 monitored UK regions and nations to register a rise.

The uptick in employment was focussed on services companies, where firms mentioned hiring new employees to
manage additional workloads.

The amount of unfinished work at Scottish private sector firms fell in May. The reduction was more marked among
manufacturers, where firms cited fewer overall orders and the completion of previous contracts, which allowed them
to catch up on outstanding tasks. Although solid, the overall rate of depletion was the least pronounced for seven
months.

Furthermore, of the 12 monitored UK regions and nations, Scotland recorded the weakest decline in backlogs of work.

As has been the case since June 2020, average cost burdens faced by companies based in Scotland increased in May.
The uptick was often attributed to increases in National Insurance contributions and Minimum Wage rates, as well as
rising prices for food. While the rate of input price inflation eased to a five-month low and was the weakest among the
12 monitored UK regions and nations, it remained sharp and exceeded the long-run average.

As part of efforts to help protect their margins, private sector companies in Scotland raised their output charges again
during May. Although the rate of increase was the slowest since January, it remained sharp overall and outpaced the
UK-wide average.
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Notes to editors

About PMI

Purchasing Managers’ Index™ (PMI°) surveys are now available for over 40 countries and also for key regions including the eurozone. They are the
most closely watched business surveys in the world, favoured by central banks, financial markets and business decision makers for their ability to
provide up-to-date, accurate and often unique monthly indicators of economic trends. To learn more, go to
www.spglobal.com/marketintelligence/en/mi/products/pmi.

About NatWest

NatWest serves customers in England and Wales, supporting them with their personal, private, and business banking needs. NatWest helps
customers at all stages in their lives, from opening student accounts, to buying their first home, setting up a business, and saving for retirement.
Alongside a wide range of banking services, NatWest offers businesses specialist sector knowledge in areas such as manufacturing and technology, as
well as access to specialist entrepreneurial support.

About 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.

Disclaimer

The intellectual property rights to the data provided herein are owned by or licensed to S&P Global and/or its affiliates. Any unauthorised
use, including but not limited to copying, distributing, transmitting or otherwise of any data appearing is not permitted without S&P Global’s
prior consent. S&P Global shall not have any liability, duty or obligation for or relating to the content or information (“Data”) contained
herein, any errors, inaccuracies, omissions or delays in the Data, or for any actions taken in reliance thereon. In no event shall S&P Global
be liable for any special, incidental, or consequential damages, arising out of the use of the Data. Purchasing Managers’ Index™ and PMI®
are either registered trade marks of S&P Global Inc or licensed to S&P Global Inc and/or its dffiliates.

This Content was published by S&P Global Market Intelligence and not by S&P Global Ratings, which is a separately managed division of
S&P Global. Reproduction of any information, data or material, including ratings (“Content”) in any form is prohibited except with the
prior written permission of the relevant party. Such party, its affiliates and suppliers (“Content Providers”) do not guarantee the
accuracy, adequacy, completeness, timeliness or availability of any Content and are not responsible for any errors or omissions
(negligent or otherwise), regardless of the cause, or for the results obtained from the use of such Content. In no event shall Content
Providers be liable for any damages, costs, expenses, legal fees, or losses (including lost income or lost profit and opportunity costs) in
connection with any use of the Content.
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