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Royal Bank of Scotland PMI®

Business activity rises at weakest rate since
March

e Demand conditions improve only modestly in November
e Output growth moderates...
e ...but activity expectations strengthen

According to the latest Royal Bank of Scotland PMI®, Scottish output growth
momentum faded in November. New order growth eased amid a combination of
contraction at manufacturers and slower growth in the service sector. Nonetheless,
firms continued to expand workforces, with improved operating capacities enabling
a backlog reduction. Input costs continued to inflate, resulting in further output price
increases. Looking ahead, confidence improved slightly, but remained weak relative
to earlier in the year.

The seasonally adjusted headline Royal Bank of Scotland PMI decreased to 52.2 in
November. This was down from 53.4 in October and signalled the slowest expansion
in private sector output since March. That said, growth was stronger than that for
the UK as a whole. Those companies reporting higher activity indicated that demand
pressures were sufficiently strong warrant higher output.

As has been observed since March, total new orders received by Scottish private
sector firms increased in November. The increase was reflective of an upturn in the
service sector, as manufacturers registered a reduction in sales. New contract wins
supported growth in the former, while weak underlying demand conditions
impacted workloads at the latter. That said, the overall expansion was only
moderate and weaker than in October.

Latest survey data pointed to a further decline in outstanding business at privately-
run firms in Scotland. The rate of depletion was marked and the sharpest in just over
two years. Panellists mentioned that weaker growth in sales enabled them to clear
unfinished orders. Relative to other monitored UK regions, only firms in the North
East observed a stronger alleviation of capacity pressures.

Nonetheless, job creation was maintained in November. Despite employment
growth weakening since October and being just slight overall, it was stronger than
the long-run average.

Royal Bank of Scotland has paved the way in banking ever since it was established in 1727. From the world’s first overdraft, and the

first house purchase loan by a UK bank, to the first fully-fledged internet banking service and mobile banking app the bank has a history
of making life easier for its customers. A ®
N PMI

The bank has commitment to retain its close connections with the Scottish communities it serves. \\ By IHS Markit



o T A

Pressures on margins were sustained during the latest survey period, with input
costs rising to a sharp degree. Sterling weakness, rising raw material prices and
greater labour costs were all cited as sources of inflation.

Pressures on profit margins were evidenced by further sharp monthly increases in
cost burdens in November. A weak pound, raw material prices and greater labour
and utility costs were mentioned as sources of inflation. In turn, charges were lifted
to offset the rise in costs. The rate of increase was solid and faster than seen in
October.

Despite the loss in momentum, firms were more confident towards future growth
prospects than in October. Planned company growth, new marketing strategies and
stronger international competitiveness were all cited as reasons underpinning
confidence.
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COMMENT

Malcolm Buchanan, Chair, Scotland Board, Royal Bank of Scotland, commented:

“In line with the slowdown seen for the UK as a whole in November, Scotland’s
growth momentum also eased. Dragging the Scottish economy was broad-based
weakness across both manufacturing and service sectors.

“Indeed, short-term growth prospects seem meagre. Order books expanded at a
weaker pace, firms hired extra staff less aggressively, and capacities remain
underutilised, as evidenced by a stronger fall in backlogs.

“Nonetheless, confidence towards future activity levels improved. Despite the current
Brexit upheaval, some companies are anticipating expansions and international
competitiveness improvements over the coming year.”
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Notes to Editors

Methodology

The Royal Bank of Scotland PMI° is compiled by IHS Markit from responses to questionnaires sent to a panel of around 500
manufacturers and service providers. The panel is stratified by detailed sector and company workforce size, based on
contributions to GDP.

Survey responses are collected in the second half of each month and indicate the direction of change compared to the previous
month. A diffusion index is calculated for each survey variable, for the manufacturing and services sectors. 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. Comparable manufacturing and services indices are then weighted together to form a
composite index, with the weights based on official value added data.

The headline figure is the Business Activity Index. This is a composite index calculated by weighting together the Manufacturing
Output Index and the Services Business Activity Index. The Scotland Business Activity Index is comparable to the UK Composite

Output Index. It is sometimes referred to as the ‘Scotland PMI’, but is not comparable with the headline UK Manufacturing PMI
figure.

Underlying survey data are not revised after publication, but seasonal adjustment factors may be revised from time to time as
appropriate which will affect the seasonally adjusted data series.

For further information on the PMI survey methodology, please contact economics@ihsmarkit.com.

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 ihsmarkit.com/products/pmi.html.

About IHS Markit

IHS Markit (Nasdaq: INFO) is a world leader in critical information, analytics and solutions for the major industries and markets
that drive economies worldwide. The company delivers next-generation information, analytics and solutions to customers in
business, finance and government, improving their operational efficiency and providing deep insights that lead to well-
informed, confident decisions. IHS Markit has more than 50,000 business and government customers, including 80 percent of
the Fortune Global 500 and the world’s leading financial institutions. IHS Markit is a registered trademark of IHS Markit Ltd.
and/or its affiliates. All other company and product names may be trademarks of their respective owners © 2018 IHS Markit
Ltd. All rights reserved.

Disclaimer

The intellectual property rights to the Royal Bank of Scotland PMI® provided herein are owned by or licensed to IHS Markit
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 IHS Markit’s prior consent. IHS Markit 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 IHS Markit 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 Markit
Economics Limited or licensed to Markit Economics Limited. Royal Bank of Scotland uses the above marks under licence. IHS
Markit is a registered trademark of IHS Markit Limited. and/or its affiliates.
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