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Global economic growth momentum carried into the 
second quarter. The Global Composite Output PMI 
signalled a third consecutive monthly expansion, rising 
to 54.2 in April, from 53.4 in March. This is consistent 
with the fastest pace of global output growth since 
December 2021. 

For the first time since mid-2022, all thirteen economies 
monitored in the UK Sector Tracker recorded positive 
output growth in April, with eight registering increases in 
growth momentum. India was again the top-performing 
country, while Italy and Spain were also outperformers 
having benefitted from a surge in demand for global 
tourism. China reported its first fall in economic 
growth momentum since 're-opening' and France was 
hampered by strike action.   

The labour market continued to expand. The Global 
Composite Employment PMI rose to 52.3 in April, from 
51.9 in March, suggesting global job creation occurred 
at its fastest rate in ten months. According to the Global 
PMI Panel Comments Tracker, firms still reported staff 
shortages well above their long-run average levels. This 
may have dissuaded businesses from reducing costs via 
headcount reductions. Moreover, should staff shortages 
persist, there is a risk that wage pressures build further. 

Although inflationary pressures have fallen from the 
peak levels of last year, the levelling off in the Global 
Composite Input Prices and Output Charges PMIs warn 
that bringing CPI inflation back down to central bank 

targets may not be a swift or straightforward process. 

The UK economy started the second quarter of 2023 on 
a firm footing. After signalling growth in the prior two 
months, business activity expanded at its sharpest rate 
in 12 months in April. The Composite PMI Output Index 
rose to 54.9 from 52.2 in March, reflecting a strong uptick 
in demand on the back of improving client confidence. 
The number of ‘fine’ UK sectors registering expansions in 
output also picked up from nine in March to ten in April, 
only just below the recent peak of 11 in February. 

The UK Composite New Orders Index rose for the 
fifth consecutive month to 54.9 in April, up from 
54.4 in March. The improvement was the sharpest 
recorded since March 2022, and largely reflected a 
surge in demand across the service sector. In contrast, 
manufacturing new orders fell back into decline, 
revealing ongoing weakness in factory sales as global 
inventories continued to correct following pandemic-
linked safety stockpiling. 

The UK Future Output Index increased for a sixth month 
in a row in April and to its highest in just over a year. 
That said, the improvement from 71.1 to 71.4 was the 
smallest in the current six-month rising sequence and 
reflected only marginal pick-ups in optimism across 
manufacturing and service sectors. Furthermore, only 
half of the ‘fine’ sectors monitored reported a stronger 
level of optimism than in March. 

It’s positive to see firms express more 
buoyant expectations of future output 
growth, while also having a slightly easier 
time accessing the skills and labour they 
need. This is an improvement, however, not a 
challenge ‘solved’, and the need to pay more 
for labour will need to be carefully factored 
into firms’ growth plans and working capital 
requirements over the months ahead.

Scott Barton
Head of Corporate & Institutional Coverage 
Lloyds Bank Corporate & Institutional  Banking

Our report suggests that hiring activity 
is firming again as, alongside a pick-up in 
activity levels and improving confidence, 
many businesses reported that it was 
easier to recruit staff. Nevertheless, while 
labour availability may have improved, 
competition for staff is still intense in some 
industries and firms are having to raise 
starting salaries.

Jeavon Lolay
Head of Economics & Market Insight 
Lloyds Bank Corporate & Institutional Banking
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Global economic momentum sustains
Following a relatively resilient performance through 
the first three months of the year, global growth 
momentum carried into the second quarter. In April, 
the Global Composite Output PMI rose for a fifth 
successive month and indicated a third consecutive 
monthly expansion in global economic activity. At 
54.2, from 53.4 in March, it signalled the fastest pace of 
global output growth since December 2021. 

For the first time since mid-2022, all thirteen of the 
major economies monitored in the UK Sector Tracker 
registered positive output growth, with eight reporting 
an increase in growth momentum in April (Chart 
1). India (61.6) led the way – as output increased at 
its fastest rate since July 2010, supported by robust 
domestic demand, resilience in exports and buoyant 
business expectations. Given its key role in supporting 
global growth, these are encouraging signs for the 
world economy.

In contrast, although activity still increased in April, 
China (53.6) reported its first slowing in growth 
momentum so far this year, when it scaled back 
pandemic-related restrictions. This aligns to other 
recent indicators pointing to a weaker-than-anticipated 
rebound in the world’s second-largest economy. 

There were mixed fortunes across Europe. Spain (56.3) 
and Italy (55.3) were amongst the strongest performers 
in April, benefitting from a surge in global tourism 
activity. Despite ongoing struggles for its manufacturers, 
service sector strength led Germany (54.2) to post its 
fastest monthly expansion in a year. However, output 
grew at a slower pace than in March in France (52.4), 
which continued to grapple with strike action. 

The US (53.4) recorded its strongest rise in output since 
May 2022, with little sign that stresses among regional 
banks have impacted the real economy. However, 
given that the Federal Reserve raised policy rates by 
another 25bps in May – taking the cumulative increase 
since the start of the tightening cycle to 500bps – 
and the Senior Loan Officer survey suggested credit 
conditions are likely to deteriorate over the coming 
months, headwinds to growth continue to build.  

Mixed signals warn on sustainability of 
improving demand trends
Stronger global growth momentum was underpinned 
by a further improvement in demand conditions in 
April. The Global Composite New Orders PMI rose for 
a fourth consecutive month – its joint-longest streak 
since October 2020. At 53.2, from 52.6 in March, it 
suggested that new business activity increased at 
its quickest pace in a year and added to growing 
confidence that a broader recovery in demand, which 

2. Fewer firms report reduced demand due 
to higher prices

1. Global output momentum, Apr vs Mar

May 2023
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began last December, will extend at least a little longer. 
All thirteen countries monitored in the UK Sector 
Tracker registered increases in new orders in April, 
with demand momentum accelerating for all countries 
except Italy, Spain, and China.

The ongoing moderation in inflationary pressures 
appears to be supporting the demand climate (Chart 2). 
According to the Global PMI Panel Comments Tracker, 
firms reporting weaker demand due to higher prices 
(1.4x) fell in April, to its lowest since January 2022. This 
compares very favourably to its recent peak (7.1x) in 
November, when more than five times the number of 
firms saw higher prices negatively impacting demand. 
However, such dynamics could also imply that households 
and businesses are becoming more accustomed to still 
relatively elevated price pressures, which will be a concern 
to global policymakers given their desire to avoid inflation 
becoming more entrenched. 

Although demand currently appears healthier, there 
are signs that this resilience may not last. The difference 
between the Global Composite Output and New Orders 
PMIs stood at one of its highest levels on record (Chart 
3) – in the past, significant differences between these 
indices have generally been seen in the run-up to 
periods of economic stress, including the early 2000s, 
the Global Financial Crisis and the Eurozone Debt Crisis. 
Through each episode, business activity was eventually 
dragged down by softening demand.

And, even if demand does hold up for now, this may 
simply convince central banks to tighten monetary 
conditions further. Having paused at its previous policy 
meeting, subsequently observing robust output and 
new order demand momentum, strong employment 
growth, elevated wage pressures, and signs of 
persistence in services inflation, convinced the Reserve 
Bank of Australia to raise interest rates by 25bps in May. 
As other central banks appear to approach the end of 
their respective tightening cycles, the trajectories of 
growth and inflation may yet trigger unexpected shifts 
in policy decisions ahead. 

Rising workloads and upbeat business 
confidence underpinned hiring activity
The more positive demand environment led to a 
rise in total workloads – calculated as the average of 
Global Composite New Orders and Backlogs of Work 
PMIs - and improved confidence among businesses on 
their near-term outlook. The Global Composite Future 
Output PMI rose to 64.6 in April, from 64.1 in March, 
its second-highest level since the Russian invasion of 
Ukraine (Chart 4). 

The combination of increasing workloads and growing 
conviction that demand is likely to remain relatively 
resilient has led firms to expand their workforces (Chart 
5). In April, the Global Composite Employment PMI 

May 2023

3. Demand trends may not be sustainable

4. Global business confidence remains 
robust
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rose to 52.3, from 51.9 in March, suggesting global 
job creation was at its fastest rate in ten months, with 
both manufacturers and service providers recording 
increases in hiring activity.

Although not as severe as a year ago, the persistence 
of global labour shortages – which according to 
the Global PMI Panel Comments Tracker were still 
around twice their long-term average – has resulted in 
significant hiring difficulties. This may have dissuaded 
firms from relinquishing staffing capacity and, in 
some cases, encouraged businesses to boost hiring 
of suitably skilled workers as they become available. 
Unsurprisingly then, firms reporting lower employment 
due to cost-cutting fell in April and sits at less than half 
its long-run average. Should staff shortages continue 
to challenge business activity and intentions to reduce 
labour costs remain relatively subdued, there is a risk 
that wage pressures build further. 

Price pressures moderated but journey to 
'official' target may be tough
Since their peak around the middle of last year, price 
pressures have eased substantially – the Global 
Composite Input Prices and Output Charges PMIs have 
fallen by 13.0 and 8.5 points from their respective highs 
(Chart 6). However, in recent months, there has been a 
clear levelling off in both indices, which suggests that 

bringing inflation back to central bank targets may not 
be a swift or straightforward process. 

In April, the Global Composite Input Prices PMI fell 
fractionally to 58.5, from 58.6 in March. This leaves the 
index above its long-run average (56.7). The sharp fall 
in energy prices, greater availability of raw materials 
and improved supply chain efficacy have helped reduce 
inflation in the manufacturing sector to below its long-
term trend. In contrast, upward pressure from wages 
pushed operating expenses for services firms sharply 
higher. 

Efforts to rebuild margins were evident in the slight 
pick-up in the Global Composite Output Charges PMI, 
which rose to 55.0, from 54.9 in March. As a result, 
margin pressures – measured by the difference 
between Input Price and Output Charge PMIs – fell to 
its lowest in two-and-a-half years. 

Particularly relevant for the global inflation outlook, 
services firms chose to be more aggressive in their price 
setting following the recent resurgence in demand. 
Should demand trends and the consequent price-setting 
behaviour continue, there is a risk that inflation becomes 
more entrenched at above-target levels.

May 2023
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Service sector outperformed manufacturing 
to greatest degree since 2009
A resurgent services sector continued to support global 
economic growth in April. The Global Services Output 
PMI rose to 55.4, from 54.4 in March, its highest level 
in seventeen months. Business activity increased at a 
more modest pace in the manufacturing sector, with 
the Global Manufacturing Output PMI registering 50.8, 
up from 50.6 in March. The relative outperformance 
of services over manufacturing – measured by the 
difference in their respective Output PMIs – was the 
most significant since March 2009 (Chart 7), highlighting 
the very different demand environments firms across 
both sectors find themselves in. 
Global services providers reported strong domestic 
and external demand. The Global Services New Orders 
PMI (54.6) rose to its highest since March 2022, while 
the Global Services New Export Orders PMI (52.2) hit 
a record high in April. Tourism & Recreation provided 
a substantial boost to the service sector as consumers 
spent heavily on travel and leisure activities – which are 
typically funded by households’ discretionary budgets. 
Given ongoing and significant cost-of-living pressures, 
a rise in the Global Services Future Output PMI (65.3) 
to a 12-month high suggests that firms expect the 
remarkable resilience in consumption to continue, at 
least over the coming months. 

Global backdrop

May 2023

8. Manufacturers benefit from improved 
supply-chain conditions

7. Global output, manufacturing vs servicesGlobal manufacturers, meanwhile, faced into a 
more subdued demand environment. The Global 
Manufacturing New Orders (49.4) and New Export 
Orders (48.4) PMIs singalled contractions in April. 
However, there was better news on the supply side. 
The Global Manufacturing Suppliers’ Delivery Times 
PMI suggested monthly supply chain performance 
improved to its greatest degree since March 2009. 
Combined with the wider availability of key resources, as 
highlighted by the Global PMI Panel Comments Tracker, 
the reduction in supply-side constraints (Chart 8) helped 
ease input cost inflation for global manufacturers. This 
has contributed to a more upbeat view on the near-term 
outlook, evidenced by the Global Manufacturing Future 
Output PMI (63.0) recording its most optimistic reading 
since February 2022. 

Tourism & Recreation spurred on by 
consumer spending
Of the fourteen global ‘fine’ sectors monitored in the UK 
Sector Tracker, twelve reported Output PMIs above the 
key 50 expansion-contraction threshold, signalling an 
increase in business activity in April (Chart 9). However, 
only six saw output momentum increase on the month, 
down from twelve in March.

The winding down of COVID-19 restrictions in China, 
which boosted consumer services activity in Asia and 
elsewhere across the globe, and a still resilient consumer 
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in key developed economies buoyed the Tourism & 
Recreation (57.9) and Transportation (55.9) sectors, 
which ranked highest among the ‘fine’ sectors. 

It appears that, following the pandemic, spending on 
holiday and leisure activities has been prioritised at 
the expense of other discretionary and perhaps some 
‘necessity’ spending. 

However, with the strain on real disposable incomes 
yet to be fully felt, it remains to be seen whether this 
trend will last. Moreover, with Food & Beverages (52.5) 
losing momentum in April, and Household Products 
(51.7) and Automobiles & Auto Parts (49.4) hovering 
narrowly either side of the key 50 threshold, demand 
metrics across the consumer goods sectors paint a less 
optimistic picture of the financial health of households.   

Conditions challenge manufacturing and 
service sector margins
The improvement in availability of key resources, 
ongoing alleviation of supply-chain frictions and 
easing pressure from energy prices have supported 
a moderation in input cost pressures. Six of the seven 
global manufacturing categories registered lower Input 
Prices PMIs compared to March, with Chemicals (46.2) 
and Metals & Mining (47.5) reporting outright declines in 
input costs. 

9. Output vs output momentum, by global 'fine' sector
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As cost pressures eased, several global manufacturing 
‘fine’ sectors were able to rebuild profit margins in April. 
For the first time since May 2020, four – Chemicals (-2.5), 
Household Products (-1.3), Metals & Mining (-1.0) and 
Automobiles & Auto Parts (-0.7) – registered declines in 
margin pressures. 

However, with output charge inflation already 
moderating in all global manufacturing sectors except 
Household Products and weaknesses in new order 
demand also evident (Chart 10), there would appear 
only a limited window for manufacturers to repair their 
margins. Moreover, should demand continue to subside, 
it may leave many manufacturers reluctant but needing 
to compromise on margins to boost sales.

In contrast, services businesses continued to contend 
with more stubborn input costs, reflecting rising wage 
pressures. Despite the strength of demand providing 
some pricing power to firms, margins were squeezed 
in all six services ‘fine’ sectors, and most significantly 
in Transportation (6.7), Industrial Services (5.9) and 
Tourism & Recreation (5.5) – albeit these were lower 
than during 2022. Even so, it highlights the challenge 
that more labour-intensive industries face in rebuilding 
profit margins in a world where global employment costs 
are rising.

10. Margin pressure vs new order demand, by global 'fine' sector
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UK demand
UK output growth at one-year high
The UK private sector economy started the second 
quarter of 2023 on a firm footing. After signalling 
growth in the prior two months, business activity 
expanded at its sharpest rate in 12 months in April. The 
Composite PMI Output Index rose to  54.9 from 52.2 in 
March, reflecting a strong uptick in new orders on the 
back of  improving client confidence. At 55.9, up from 
52.9 in March, the Services PMI Activity Index was also 
at its highest in 12 months. In contrast, manufacturing 
output declined for the ninth time in the past ten 
months during April. However, at 49.3, its respective 
index was up slightly from 49.0 in March, consistent 
with only a slight reduction in production levels. 

The number of ‘fine’ UK sectors registering expansions 
in output picked up from nine in March to ten in April, 
only just below the recent peak of 11 in February (Chart 
11). Software & Services firms reported the sharpest 
uptick in output for the second month running (65.0), 
with the fastest rate of growth since April 2022. 
Survey panellists noted that rising demand, customer 
additions and company acquisitions had been key 
drivers of growth. Banks (62.2) and Real Estate (54.3) 
also performed well, with the former seeing the fastest 
rate of expansion since February 2017, after enduring a 
seven-month sequence of falling activity that stretched 
across the second half of last year, in response to signs 
of resilience in the underlying economy. 

May 2023

12. UK sectors ranked by new orders index

11. UK sectors ranked by output indexService sector output was also bolstered by 
improvements in Industrial Services (53.5) and Tourism 
& Recreation (53.2) for the sixth and fifth month 
running, respectively. However, growth in the latter 
slowed considerably from March to the weakest seen 
in 2023 so far, as firms cited a dip in sales for holidays 
and events. After rising in March for the first time 
in nine months, Transportation (46.3) registered a 
renewed drop in activity, with panellists reporting that 
the unwinding of stocks at manufacturers had led to 
reduced demand for logistics.

Four of the seven goods-producing sectors recorded 
an increase in output in April, with the sharpest rise 
in Beverages & Food (54.0) as firms benefitted from 
a robust increase in new orders. Automobiles & Auto 
Parts (53.1) and Technology Equipment (52.7) also 
reported solid expansions, while Industrial Goods 
(50.3) saw a mild uplift in output. These expansions 
came amid a further improvement in supply conditions, 
allowing firms to increase production and work through 
backlogs, despite falling new business in some sectors. 

The remaining manufacturing sectors recorded falls in 
output. Metals & Mining (45.1) fell at the fastest rate in 
five months, whereas Chemicals output decreased only 
slightly (49.2). Household Products registered its first 
contraction for three months (46.7), with panellists in this 
category mentioning stock reduction efforts at clients.
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four-month low, while Tourism & Recreation (-3.1) and 
Transportation (-2.7) also reported a loss of optimism. 
Here, companies were concerned that the ongoing 
cost-of-living crisis and a possible recession could 
negatively impact demand and activity. 

One key positive finding from the latest data was that 
businesses expected inflation to pose much less of a 
challenge than in 2022. Negative output expectations 
linked to ‘price pressures’ fell sharply in April to a 17-month 
low (2.29), with primarily fewer mentions among service 
providers driving the reduction (Chart 14). 

UK demand
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UK demand
New order growth ticks up again
The UK Composite New Orders Index rose for the fifth 
consecutive month to 54.9 in April, up from 54.4 in 
March. The improvement was the sharpest recorded 
since March 2022, and largely reflected a surge in 
demand across the service sector (56.3). In contrast, 
manufacturing new orders fell back into decline (47.7), 
revealing ongoing weakness in factory sales as global 
inventories continued to correct following pandemic-
linked safety stockpiling. 

Much like output, the strongest performing sectors in 
April were Software & Services (68.4) and Banks (63.1), 
amid reports of stronger demand for tech and financial 
services (Chart 12). Tourism & Recreation (49.3) saw 
sales decline for the second month running, while 
Transportation (45.6) was back in contraction territory 
following its first upturn for 16 months in March.

Of the manufacturing ‘fine’ sectors, Beverages & Food 
(56.0) and Technology Equipment (55.9) saw increases 
in new work in April, with the former highlighting strong 
demand from hospitality firms. In contrast, Chemicals 
firms registered the sharpest fall in new orders in 2023 
to-date (43.4), while Metals & Mining (45.5) remained 
in contraction amid a marked drop in exports. 

Business confidence at 13-month high
The UK Future Output Index increased for a sixth 
month in a row in April and to its highest in just over a 

May 2023

year. That said, the improvement from 71.1 to 71.4 was 
the smallest in the current six-month rising sequence 
and reflected only marginal pick-ups in optimism across 
manufacturing and service sectors. Furthermore, only 
half of the ‘fine’ sectors monitored reported a stronger 
level of optimism than in March (Chart 13). 

Software & Services (+5.7) and Banks (+3.8) registered 
the greatest uplift in confidence over the latest month, 
although it was Automobiles & Auto Parts which saw 
the highest sentiment level overall on hopes of a 
recovery in demand amid a marked improvement in 
supply-chain conditions. Healthcare firms recorded the 
largest fall in confidence in April (-9.0), dropping to a 

13. UK sectors ranked by future output index 14. UK companies reporting lower future 
expectations due to price pressures
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16. UK companies reporting higher 
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Delivery times improve again 
The UK Sector Tracker continued to signal further 
improvements in supply conditions for UK businesses 
at the start of the second quarter. The UK Suppliers’ 
Delivery Times Index – a measure of supply chain 
performance – posted 54.4 in April, one of the highest 
readings in the survey’s history and pointed to a third 
month of shortening vendor lead times. 

The availability of raw materials continued to improve 
as production in key markets such as China returned 
to full operation, while subdued global demand saw 
vendors work through backlogs and reduce capacity 
pressures on sea and air freight transportation. 

Our panel comments tracker measuring the impact 
of material shortages on delivery times dropped to its 
lowest level since January 2020 in April, and at 0.55, 
indicated that disruption from shortages was roughly 
half the normal level. Similarly, our shipping delays 
tracker was only just above its long-run average (1.18) 
and a 39-month low.

Six of the seven manufacturing sectors monitored 
saw an improvement in delivery times in April, 
with Beverages & Food the only sector to see a 
deterioration (Chart 15). According to new orders data, 
the latter was due to strong demand which added to 
supply chain pressures not seen in other sectors. 

Conversely, there were record cuts to lead times in 
the Metals & Mining and Industrial Goods sectors, 
as panellists cited that improved goods supply had 
initiated a ‘buyers market’ and pushed suppliers to offer 
more competitive services. Chemicals firms also saw a 
rapid shortening of lead times that was only fractionally 
slower than March’s survey record. 

Safety stockpiling dissipates further
UK businesses again widely reported efforts to reduce 
excess stocks of inputs built up during the pandemic 
and cut buying activity. The Quantity of Purchases 
Index registered below the 50.0 no-change mark for a 
tenth successive month to signal a further reduction 
in input buying across the manufacturing sector. 
However, at 45.4, up from 42.8, the index indicated a 
rate of decline that was the softest since July 2022. 
Nevertheless, overall stock levels of inputs purchased 
fell for the seventh month running, and at the fastest 
pace in almost three years.

The decrease in stock levels reflected a sharp 
unwinding of inventories compared to this time last 
year when manufacturers opted to ‘over-stock’ in 
response to supply shortages and delivery delays. Our 
safety stocks panel comments tracker shows that firms 
now have greater confidence in their supply lines and 
are returning to normal inventory holding patterns, 
with the index below its long-run average for the first 
time since mid-2020 (0.73) (Chart 16). 

May 2023
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Post-production stocks also continued to be run 
down in April, after a period of accumulation in the 
second half of 2022. Stocks of finished goods fell for 
the fourth month in a row, albeit at the softest rate 
in this sequence. Some companies mentioned that 
demand had been lower than anticipated leading to a 
build-up of stocks. The softer reduction in inventories 
overall meant that the New Orders to Inventory Ratio 
dropped below 1.00 for the first time in three months, 
suggesting that firms would be able to meet increases 
in demand from their inventories and without 
increasing production levels, thus adding downward 
pressure to output in the months ahead.

Job levels increased solidly 
The UK Composite Employment Index registered 52.8 
in April, rising from a neutral 50.0 reading in March and 
pointed to the quickest rise in staffing since September 
2022. However, it should be noted that employment 
growth was isolated to the service economy (53.4 
vs 50.6 in March), in response to firms commonly 
reporting that staff were hired due to increased 
demand and improving client confidence (Chart 17). 
Staffing levels decreased across manufacturing, albeit 
the fall was marginal and the least marked in seven 
months (49.4 vs 46.6 in March). 

At a ‘fine’ sector level, the number that registered an 
increase in employment rose from six to ten in April, 
the highest since October last year (Chart 18). This 

included renewed expansions in the primary goods 
sectors of Chemicals and Metals & Mining, as well as at 
both Automobiles & Auto Parts and Food & Beverage 
producers. Upturns here were only modest though, 
compared with sharp rises in the likes of Real Estate 
and Software & Services where new business has 
similarly grown strongly. 

The rise in employment came despite previous fears 
that cost concerns and wage pressures would lead 
companies to reduce their headcounts. Instead, the 
latest data signalled that a brighter economic outlook 
had given firms confidence to meet salary demands 
and add to staffing levels. Some panellists indicated 
that an improvement in labour availability had also 
supported hiring. Indeed, staff shortages fell to the 
lowest level for 14 months according to our panel 
comments tracker (2.78), though they remained well 
above the global level (2.01). 

These developments tie in with the Bank of England’s 
(BoE) recent decision to upgrade its expectations 
for the UK labour market this year. Having previously 
forecast a steady rise over the course of 2023, the BoE 
now expects the unemployment rate to hold steady 
over the remainder of the year. That will likely pose a 
dilemma for the Monetary Policy Committee if wage 
inflation shows signs of being stickier. 

17. Improving future confidence leading to 
increased hiring activity

18. UK sectors ranked by employment index
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Stark difference in manufacturing and 
service cost inflation
Cost burdens faced by UK businesses were wildly 
divergent in April, as a marked uplift in costs for 
services firms contrasted with a further slowdown 
across the manufacturing sector. The rate of input cost 
inflation in the service economy ticked up for the first 
time in five months, with the respective index rising 
from 70.0 in March to 70.3 in April. It indicates that 
service providers continued to suffer from elevated 
rises in total expenses.
In contrast, the pace of input cost inflation among 
manufacturing firms was mild in April. The respective 
index dropped for the seventh month in a row and was 
at its lowest since May 2020. At 51.6, the index signalled 
that manufacturing input prices increased only modestly, 
largely due to a rapid cooling in commodity and raw 
material markets as global supply improved and energy 
prices eased. Indeed, the acceleration of service sector 
inflation in April drove the gap between the two input 
price indices to its largest since February 1999 (Chart 19).

Panel comments data suggested that most of this 
divergence reflected higher wages, which represented 
a rising contribution to higher business costs (Chart 
20). Increased hiring, and thus salary demands on 
the services side, where wages typically account for 
a larger portion of expenses than in manufacturing, 

May 2023

19. Service sector input price inflation 
outpacing manufacturing

20. UK companies reporting higher input 
prices due to...

saw mentions of higher salary costs in this sector rise 
to a ten-month high in April (3.47). At a composite 
level, mentions of wage pressures are now roughly 
three times above normal and have picked up for two 
consecutive months, overturning the softening seen at 
the start of the year amid weaker business activity.

By comparison, comments related to higher material 
costs dropped sharply in April to the lowest for 
26 months (index at 1.13), reflecting normalising 
commodity markets as global supply chains improved. 
Similarly, easing concerns about energy supply meant 
that mentions of higher energy costs were at their 
lowest in just under two years and approximately half the 
long-run average (0.51). Several firms also mentioned a 
fall in haulage costs, with the respective tracker at 1.55 in 
April and much lower than this time last year (7.26).

At the ‘fine’ sector level, all manufacturing categories 
recorded a lower input prices index in April, with the 
strongest fall in Beverages & Food (60.7). Chemicals 
(41.4) and Household Products (44.0) continued to 
register outright decreases in input prices, with the 
latter seeing a much sharper reduction than in March. 
Input prices at auto makers rose only slightly (50.7) and 
at the slowest pace in almost two-and-a-half years.

Most of the pure-play services sectors saw a faster rise 
in input costs over the latest month, including a marked 
acceleration in Software & Services (75.0) amid strong 
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hiring growth. Similarly, costs at Transportation firms 
increased to the greatest degree since November last 
year (72.0).

Output charge inflation ticks up
The Composite Output Charges Index reversed most of 
its drop from March at the start of the second quarter, 
rising by the greatest extent in just over a year, from 
58.9 to 61.0 in April. The 2.1-point rise was chiefly 
driven by services where the respective index rose 
to 61.8 from 59.1, compared to a further drop in the 
manufacturing index to 56.6 from 57.8, the lowest since 
December 2020. In line with the trend for input prices, 
the difference between services and manufacturing 
output price inflation indices (5.2 points) was the 
largest since September 2001, illustrating the effect 
that wage hikes and the passthrough of goods prices is 
still having on end-users. 

Tourism & Recreation continued to record the sharpest 
increases in both costs and charges, topping the 
rankings in the latter category for the second month 
running (Chart 21), with 57% of respondents noting a 
monthly uplift. Some respondents mentioned that they 
were still passing on previous increases in energy costs 
to customers, as well as rising food and wage costs. On 
a positive note, a much softer rise in output charges at 
Beverages & Food manufacturers in April (57.5, down 
9pts from March) signalled that hospitality firms may 
soon see some cost alleviation on foodstuffs. In fact, 

May 2023

21. UK sectors ranked by output charges 
index

22. UK sectors margin pressure: 
manufacturing vs sevices

there were slowdowns in all manufacturing sectors 
except for Industrial Goods, pointing to a brighter 
inflationary outlook for tertiary industries in general. 

Given how the increase in overall output prices across 
the UK private sector was driven by just a handful of 
sectors, this suggests that April’s uptick could prove a 
blip in the broadly downward inflation trend seen since 
the middle of 2022. Nevertheless, it also offers some 
caution that demand improvements may precipitate 
greater price hikes, particularly as services companies 
are still facing intense wage pressures.

Margin pressures drop to 27-month low
The faster rate of charge inflation saw our margin 
pressures indicator fall to a 27-month low in April (6.4). 
However, this continued to mask a wide divergence 
between manufacturing and services, with most pure-
play goods sectors indicating that they are able to raise 
their prices to a greater degree than costs (Chart 22). 
This was particularly true for Chemicals and Household 
Products where expenses fell, whereas Technology 
Equipment and Beverages & Food were the only 
manufacturing categories to report sustained margin 
pressures.

At the other end of the scale, margin pressures 
remained intense across a number of ‘fine’ service 
sectors, particularly in the likes of Transportation, 
Software & Services and Real Estate. 
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Service providers outperform 
manufacturers by a wide margin
UK new export orders rose across the private sector in 
April. However, at 50.5, down from 51.7 in March, the 
Composite New Export Business Index signalled the 
slowest rise in UK export orders in the current three-
month expansion phase. 
Growth was entirely driven by a solid rise in new export 
business among service providers, with the Services 
PMI New Export Business Index recording 53.0 in April, 
following a record rate of growth in March. Reports 
from survey respondents widely commented on the 
boost from improving economic conditions in key 
overseas markets, alongside rising demand due to 
spending by international tourist arrivals. 

In contrast, new export orders placed at UK 
manufacturers dropped for the fifteenth consecutive 
month in April. Although only modest, the latest 
reduction in export sales was the fastest since 
January (index at 48.2). By sector, the steepest fall 
in new export business was signalled by Metals 
& Mining (34.8), followed by Chemicals (41.8). 
Nonetheless, there were pockets of strength in April, 
with Automobiles & Auto Parts (55.1) and Beverages 
& Food (55.4) both recording robust rises in demand 
from overseas clients (Chart 24). The latter posted its 
strongest export performance since May 2021.

UK export climate improves
At 53.1 in April, up from 52.5 in March, the UK PMI 
Export Climate Index – a trade-weighted measure 
of global economic growth – signalled the fastest 
improvement in UK export conditions since May 2022. 
The index has now posted above the key 50 level for 
three consecutive months, signalling a solid upturn in 
overall UK export conditions (Chart 23). 

Stronger economic growth across a number 
of developed markets was a key driver of the 
improvement in UK export conditions in April, with 
business activity expanding quicker than expected in 
the Eurozone, US and across the Asia-Pacific region. 
China was one of the few UK export destinations to 
experience a softer pace of output expansion in April, 
but the slowdown was marginal. 

The recent turnaround in global economic growth 
has helped to stabilise world trade volumes. The 
latest data from CPB showed that world merchandise 
exports fell by only 1.4% on an annual basis in February. 
However, this compares with a 5.4% pace of expansion 
at the same point in 2022, which serves as a reminder 
that global trade flows remain constrained by a 
combination of subdued economic conditions and 
heightened geopolitical tensions around the world.  

24. UK manufacturing sectors ranked by 
new export orders index

23. UK export climate index monthly trend 
vs world export trends
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The Lloyds Bank UK Sector Tracker includes indices compiled from 
responses to S&P Global's UK manufacturing and services PMI 
survey panels, covering over 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 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 Economic Trends Tracker monitors the 
following 14 individual UK and Global sectors:

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 
contact economics@ihsmarkit.com
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