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Scotland sees slower activity growth, but job creation 

accelerates 
• Slowest rise in output in current nine-month upturn  

• Cost inflation eases to 43-month low 
• Fastest rate of job creation since May 2023 

Scotland recorded growth in activity for the ninth consecutive month during September. However, the 
headline Business Activity Index fell to 51.2, from 52.7 in August. The rate of increase was the weakest in the 
aforementioned sequence, owing to cooling growth in the services sector. However, the negative impact from 
manufacturing nearly disappeared, as output fell only fractionally. Modest growth in output was supported by 
a sustained, albeit mild increase in new business. 

Scottish private sector firms continued to face sharply rising cost burdens in September. Higher labour and 
material costs was said to have driven up prices. However, the rate of input price inflation eased for the 
second consecutive month, reaching its lowest level since February 2021.  

Nevertheless, the labour market remained a strong point for the Scottish private sector. Outstripping the UK-
wide average, the rate of job creation hit a 16-month high and signalled a sharp rise in staffing levels. Growth 
was driven by services firms as manufacturing employment was broadly stable.  

Judith Cruickshank, Chair, Scotland Board, Royal Bank of Scotland, commented: 

"Scotland wrapped up the third quarter on a positive note. Sustained growth in new business inflows 
enabled firms to increase their activity levels, although the pace of growth slowed. Notably, hiring activity 
surged, with job creation reaching its highest level since May 2023. Expansions in new business, activity, and 
employment were driven by service firms, while manufacturers experienced broadly stable output and jobs 
but a sharp fall in new orders. The steeper decline in factory orders indicates more challenges for the 
Scottish manufacturing sector in the coming months. The uncertain political and economic landscape will 
also act as headwinds to growth, leading the Scottish private sector to increasingly depend on its service 
firms to drive the economy forward in the coming year. However, price pressures remained on an easing 
path, with cost burdens rising at the weakest pace in 43 months." 

 

 

The headline figure is the Business 
Activity Index, calculated from a 
single question that asks for 
changes in the volume of business 
activity compared with one month 
previously. It is a diffusion index, 
which is the sum of the percentage 
of ‘higher’ responses and half the 
percentage of ‘unchanged’  
responses. It varies between 0 and 
100, with a reading above 50 
indicating an overall increase in 
compared to the previous month, 
and below 50 an overall decrease. 
The higher above 50, the faster the 
rate of growth signalled.  

 



 
 

 

Regional profile: Scotland 
 
Location quotients (see pg 6) can be used to 
identify different types of services and 
manufacturing businesses that are clustered 
together – providing unique insight into life and 
work in that local area. 
 
Scotland manufacturers are concentrated in: 

 Food & Drink 
 Mechanical Engineering 
 Textiles & Clothing 

 
Services businesses are concentrated in: 

 Personal & Community Services 
 Hotels, Restaurants & Catering 
 Transport & Communication 

 

Performance in relation to UK 

Scottish private sector firms saw a rise in new business inflows in 
September, marking growth in each month of the third quarter. 
While the overall growth rate was mild and similar to August, a 
widening gap developed between service providers and 
manufacturers. Service providers saw stronger growth due to 
improved demand, whereas manufacturers faced a notable 
contraction.  

Additionally, among the 12 monitored UK regions and nations, 
Scotland recorded the joint-weakest rise in new orders (with 
East of England). 

Despite easing to a three-month low, the 12-month outlook for 
activity was positive in September and historically strong. 
Anecdotal evidence indicated that firms anticipated improved 
demand trends and planned to boost investment, enhance 

marketing, and introduce new products. However, confidence in Scotland posted among the lowest of the 12 
monitored UK regions and nations, with only the North East and Northern Ireland registering weaker sentiment.  

Scottish private sector firms recorded a twentieth successive monthly rise in employment, and one which was the 
most pronounced since May 2023. Job creation remained centred at service firms, which reported that rising 
business demands and expectations of increased workloads prompted them to hire more staff. Furthermore, the 
ongoing downturn in manufacturing broadly stabilised. The rate of employment growth in Scotland exceeded that 
observed for the UK as a whole. 

In September, Scottish firms continued to reduce their backlogs. The downturn was again focused at 
manufacturers, where decreasing workloads and improved efficiency enabled companies to address outstanding 
tasks. That said, the overall rate of depletion eased to the weakest in the current four-month sequence of decline, 
as service firms recorded renewed pressure on business capacity. Compared to Scotland, the UK as a whole 
signalled a stronger fall in backlogs.  

The rate of charge inflation remained steady in September, indicating the joint-strongest rise in five months. 
Rising input costs were largely responsible for firms' decisions to raise their selling prices further. Firms across 
the UK also raised their charges at a broadly similar rate, while input price inflation in Scotland was slower 
than that seen at the UK level. 

 

ENDS 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 

 

MEDIA CONTACTS:  
NatWest: Jonathan Rennie, 07769 932102 jonathan.rennie@natwest.com 
S&P Global Market Intelligence: Sabrina Mayeen, 07967 447030, sabrina.mayeen@spglobal.com 
 
Notes to editors 
 
About PMI 
Purchasing Managers’ IndexTM (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’ 
IndexTM and PMI® are either registered trade marks of S&P Global Inc or licensed to S&P Global Inc and/or its affiliates. 

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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