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Introduction and industry impact tool

This report presents a structured framework for assessing industry exposure to rising oil prices,
supported by an interactive Excel dashboard. The tool enables businesses and stakeholders to
compare exposure across industries in a consistent and transparent way, while also highlighting the
key drivers of risk and potential mitigation levers.

The analysis is designed to provide a high-level, decision-oriented view rather than a detailed
financial forecast. It is built on a set of weighted factors that capture both direct and indirect impacts
of oil price increases, including cost sensitivity, supply chain exposure, demand effects, pricing power,
and energy dependence.

By combining these factors into a single comparative model, the framework helps organisations
quickly identify where risks are most acute, prioritise strategic responses, and inform discussions at
both operational and board level.

All industries are impacted to a greater or lesser degree, but important differences are seen in the
risk profiles.
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UK Economy

Rising oil prices have wide-ranging implications for the UK economy, acting as both an inflationary
pressure and a catalyst for structural change. As a net energy importer, the UK is particularly
exposed to higher global oil prices, which feed directly into increased costs for transport, energy,
and goods production. This contributes to broader inflation, reducing household disposable income
and dampening consumer spending—one of the key drivers of UK economic growth.

For businesses, rising oil prices increase operating costs across multiple sectors, from manufacturing
and logistics to retail and agriculture. This creates margin pressure and can lead to reduced
investment, slower hiring, and in some cases, business closures—particularly among smaller firms
with limited ability to absorb cost increases. At a macro level, these dynamics can slow economic
growth while simultaneously driving inflation, creating a challenging environment for policymakers.

Higher inflation linked to energy costs may also prompt tighter monetary policy, with interest rate
increases further constraining borrowing, investment, and consumer demand. This combination of
rising costs and reduced economic activity heightens the risk of stagflationary conditions.

In response, rising oil prices often renew focus on domestic energy security. There may be increased
political and economic pressure to explore and develop North Sea oil and gas reserves as a means of
reducing reliance on imports and stabilising supply. However, such measures typically involve long
lead times and do not provide immediate relief in the short term.

At the same time, higher oil prices significantly enhance the long-term economic case for renewable
energy. As fossil fuel costs rise, investments in wind, solar, and other low-carbon technologies
become more attractive, supporting the UK’s energy transition objectives. However, like North Sea
exploration, scaling renewable capacity is not an immediate solution and requires sustained
investment over time.

Overall, rising oil prices present a near-term economic headwind while reinforcing the strategic
imperative for greater energy resilience and diversification.

Oil price increases create a dual dynamic:

e Cost pressure sectors (airlines, logistics, manufacturing, retail) face margin compression and
demand risk
e Benefit sectors (energy, renewables) experience tailwinds and investment inflows

Across all industries, the key strategic themes are:

e Cost pass-through vs. demand sensitivity
e Operational efficiency and energy reduction
e Supply chain restructuring



The chart below shows the relative exposure score for each industry based on the factors and

weights assigned.
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Airlines

Rising oil prices have a profound and immediate impact on the UK airline industry, where fuel is one
of the largest operating costs, often accounting for a significant share of total expenses. Increases in
jet fuel prices directly and rapidly erode margins, particularly for carriers with limited hedging or
weaker pricing power. Given the capital-intensive nature of the industry and high fixed costs, airlines
have limited short-term flexibility to absorb these increases.

On the demand side, higher oil prices contribute to increased airfares, which can suppress passenger
demand—especially in price-sensitive leisure travel segments. Business travel may be more resilient,
but overall load factors can decline if ticket prices rise too quickly. This creates a challenging dynamic
of rising costs alongside potential revenue pressure.

To mitigate these impacts, airlines typically rely on fuel hedging strategies to smooth short-term
price volatility, although these provide only temporary protection. Pricing strategies are also critical,
including dynamic pricing and ancillary revenue generation (e.g. baggage fees, seat selection) to
offset rising costs.

Operational efficiency is another key lever. Airlines can optimise flight routes, improve fleet
utilisation, and invest in more fuel-efficient aircraft to reduce consumption over time. Fleet
modernisation, while capital intensive, offers long-term benefits in reducing exposure to fuel price
volatility.

Additionally, capacity management—adjusting routes and frequencies based on demand—can help
maintain profitability. Some airlines may also explore partnerships or alliances to improve network
efficiency.

Overall, resilience in the UK airline sector will depend on a combination of pricing discipline, cost
control, and strategic investment in efficiency and fleet modernisation.

Airlines are among the most exposed sectors due to their heavy reliance on jet fuel, which can
account for 25-35% of operating costs.

Risks:

e Immediate margin compression from fuel price spikes
e Limited short-term ability to reduce consumption
e High sensitivity to demand downturn if

ticket prices rise

Logistics / fuel cost

Implications: exposure

e Strong reliance on fuel hedging strategies pag:'ciijji):':jg;ﬂ Energy intensity

e Increased ticket prices, potentially
reducing passenger volumes

e Competitive pressure favours larger
carriers with better hedging and pricing
power

Oil-linked material input

Financing / capex sensitivity dependenice

Demand sensitivity Supply chain complexity

Pricing power risk



Logistics & Freight

Rising oil prices have a direct and immediate impact on the UK logistics and freight sector, where
fuel represents one of the largest operating costs. In road haulage, shipping, and air freight,
increases in diesel and aviation fuel prices quickly translate into higher transportation costs,
significantly affecting margins—particularly for operators working on fixed-price contracts or with
limited pricing flexibility.

These pressures are further intensified by the highly competitive nature of the sector, where the
ability to fully pass on cost increases to customers is often constrained. Smaller operators are
especially vulnerable, as they typically have less negotiating power and fewer resources to absorb
volatility. In addition, rising fuel costs can disrupt demand patterns, as clients seek to reduce
shipping volumes, optimise inventory, or shift toward more cost-efficient supply chain models.

To mitigate these impacts, logistics providers can implement fuel surcharges and more dynamic
pricing mechanisms to better reflect cost fluctuations. However, long-term resilience depends on
operational efficiency. This includes route optimisation, improved load utilisation, and investment in
fleet efficiency, such as transitioning to lower-emission or electric vehicles where viable.

Technology also plays a critical role. Advanced analytics and logistics software can enhance planning,
reduce empty miles, and improve overall network efficiency. Collaboration with customers—such as
shared distribution models or consolidated shipments—can further reduce costs.

Additionally, there is a growing strategic shift toward nearshoring and regional supply chains, which
can reduce transport distances and exposure to fuel price volatility.

Overall, success in this environment will depend on a company’s ability to balance cost recovery with
efficiency gains, while adapting to evolving customer and supply chain dynamics.

Fuel is a core cost driver across road, sea, and air freight.
Risks:

e Rapid increase in transportation costs
e Margin pressure where contracts limit fuel cost pass-through
e Volatility in shipping rates

Implications:
Logistics / fuel cost
e Increased use of fuel surcharges exposure
e Shift toward route optimization and Siliicaipsie

Energy intensit
participation (offset) gyl ity

efficiency technologies
e Potential acceleration of nearshoring trends
among clients

Oil-linked material input

Financing / capex sensitivity dependence

Demand sensitivity Supply chain complexity

Pricing power risk



Chemicals & Plastics

Rising oil prices have a direct and significant impact on the UK chemicals and plastics sector, as oil
and natural gas are primary feedstocks for many products. Increases in oil prices quickly translate
into higher raw material costs for petrochemicals, polymers, and resins, which form the foundation
of a wide range of industrial and consumer applications. This creates immediate margin pressure,
particularly for companies with limited ability to pass costs through to customers.

The sector is also exposed to rising energy costs, as chemical production is typically energy-intensive.
Higher transportation costs further compound the issue, affecting both inbound raw materials and
outbound distribution. In highly competitive global markets, UK producers may face additional
pressure if international competitors benefit from lower input or energy costs.

Demand-side risks also emerge, as downstream industries such as automotive, construction, and
consumer goods may reduce production or seek cost savings, leading to lower order volumes. This
creates a cyclical challenge where both costs rise and demand becomes more uncertain.

To mitigate these impacts, companies can focus on strengthening pricing mechanisms, including
contractual pass-through clauses and dynamic pricing strategies where possible. Improving
operational efficiency is also critical —this includes energy optimisation, process improvements, and
reducing waste.

Strategically, there is a growing imperative to reduce reliance on oil-based feedstocks. Investment in
alternative materials, recycling technologies, and circular economy solutions can help lower
exposure over time while aligning with sustainability goals.

Additionally, supply chain diversification and closer collaboration with customers can improve
resilience and demand visibility. Overall, success in this sector will depend on managing short-term
cost volatility while accelerating longer-term structural transformation.

Highly exposed due to oil being a primary feedstock.
Risks:

e Significant raw material cost increases
e Margin pressure if pricing cannot keep pace

Implications:

Logistics / fuel cost
exposure

e Strong pass-through pricing where possible

e Increased innovation in alternative Ol price upside "
. participation (offset) nergy.lntensity
materials
e Volatility in profitability tied to oil price
cycles

Oil-linked material input

Financing / capex sensitivity deperdente

Demand sensitivity Supply chain complexity

Pricing power risk



Manufacturing

Rising oil prices have a significant impact on the UK manufacturing sector, primarily through
increased production costs and supply chain pressures. Many manufacturing processes are energy-
intensive, and higher oil prices contribute directly to rising energy bills, particularly where oil-linked
fuels are still used. In addition, manufacturers face higher costs for raw materials such as plastics,
chemicals, and other petroleum-based inputs, as well as increased transportation expenses across
inbound and outbound logistics.

These cost pressures are compounded by global supply chain dynamics. Suppliers may pass on higher
input and freight costs, leading to broader inflation across the value chain. For export-oriented
manufacturers, this can reduce international competitiveness, particularly if competitors in lower-
cost regions are less exposed or better able to absorb cost increases. At the same time, demand may
soften as downstream industries and consumers reduce spending, creating a dual challenge of rising
costs and uncertain revenue.

To mitigate these impacts, UK manufacturers can pursue several strategic actions. Improving energy
efficiency is a key priority, including investment in more efficient machinery, process optimisation,
and energy management systems. Diversifying energy sources—such as increasing the use of
renewables or electrification—can also reduce dependence on oil-linked inputs over time.

Supply chain resilience is another critical lever. This includes nearshoring or reshoring production
where feasible, renegotiating supplier contracts, and diversifying sourcing to reduce exposure to
volatile transport costs. Additionally, manufacturers can explore product redesign or material
substitution to reduce reliance on oil-derived inputs.

Finally, strengthening pricing strategies and customer engagement is essential to enable partial cost
pass-through without significantly impacting demand. Overall, those manufacturers that invest in
efficiency, flexibility, and innovation will be best positioned to manage ongoing volatility.

Exposure varies but is generally high due to energy use and oil-derived inputs (plastics, chemicals).
Risks:

e Rising input and production costs
e Supply chain instability from upstream cost pressures
e Reduced global competitiveness in high-cost regions

Logistics / fuel cost
exposure

Implications:
Oil price upside
participation (offset)

Energy intensity

e Pressure to pass costs downstream or
redesign products

e Increased investment in energy efficiency
and alternative materials

e Strategic shift toward localised supply
chains

Qil-linked material input

Financing / capex sensitivity dependence

Demand sensitivity Supply chain complexity

Pricing power risk



Retail

Rising oil prices have a broad and material impact on the UK retail industry, primarily through
increased operating costs and reduced consumer spending power. Retailers are indirectly exposed
via higher transportation and distribution costs, as fuel prices drive up expenses across supply
chains—from inbound logistics to last-mile delivery. In addition, many retail goods rely on oil-derived
inputs such as plastics and packaging, further contributing to cost inflation.

At the same time, elevated energy and fuel costs place pressure on household budgets, reducing
disposable income and shifting consumer behaviour. Shoppers tend to become more price-sensitive,
trading down to lower-cost alternatives, reducing discretionary purchases, and increasing demand
for promotions. This creates a challenging environment where retailers face both rising costs and
constrained pricing power, leading to margin compression—particularly in highly competitive
segments such as grocery and apparel.

To mitigate these impacts, UK retailers can adopt several strategic responses. First, improving supply
chain efficiency is critical —this includes route optimisation, consolidating shipments, and increasing
use of local or regional sourcing to reduce transportation distances. Second, retailers can enhance
pricing strategies through dynamic pricing, targeted promotions, and careful assortment planning to
protect margins while remaining competitive.

Cost control measures, such as energy efficiency improvements in stores and warehouses, can also
help offset rising expenses. Additionally, investing in automation and data analytics can improve
operational efficiency and demand forecasting. Finally, retailers may explore packaging innovation
and supplier renegotiation to reduce reliance on oil-linked inputs.

Overall, resilience will depend on a retailer’s ability to balance cost management with maintaining
customer value.

Risks:

e Higher distribution and inventory costs
e Reduced consumer discretionary spending
e Margin squeeze in price-sensitive segments

Implications:
Logistics / fuel cost
exposure

e Greater focus on pricing strategy and cost
Oil pri id : i
control koo
e Shift toward value-oriented product lines
e Increased importance of supply chain
efﬁCIenCy Oil-linked material input

Financing / capex sensitivity dependence

Demand sensitivity Supply chain complexity

Pricing power risk
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E-commerce

Rising oil prices have a pronounced impact on the UK e-commerce sector, primarily through
increased logistics and fulfilment costs. As a delivery-intensive industry, e-commerce is highly
exposed to fuel price fluctuations, particularly in last-mile delivery, which is both cost-sensitive and
operationally complex. Higher fuel costs increase expenses across the entire fulfilment chain—from
inbound shipping to warehousing and final delivery to customers.

At the same time, rising oil prices contribute to broader inflationary pressures, reducing household
disposable income. This leads to more cautious consumer behaviour, with shoppers cutting back on
discretionary purchases, increasing price sensitivity, and seeking discounts or lower-cost alternatives.
As a result, e-commerce businesses face a dual challenge: rising operational costs and softer
demand.

Margin pressure is further exacerbated by customer expectations around fast and low-cost (or free)
delivery, which limits the ability to pass on increased costs. Highly competitive market dynamics also
constrain pricing flexibility, particularly for smaller or mid-sized players.

To mitigate these impacts, e-commerce companies can focus on improving logistics efficiency. This
includes optimising delivery routes, increasing order consolidation, and expanding localised
fulfilment networks to reduce delivery distances. Encouraging slower, lower-cost delivery options
through pricing incentives can also help manage last-mile costs.

Investment in automation, data analytics, and demand forecasting can improve inventory
management and reduce inefficiencies. Additionally, revisiting pricing strategies—such as introducing
delivery thresholds or dynamic delivery pricing—can support margin protection.

Finally, closer collaboration with logistics partners and suppliers can help identify cost-saving
opportunities across the value chain. Overall, resilience will depend on balancing customer
expectations with operational efficiency and cost discipline.

Risks:
e Rising last-mile delivery and fulfilment costs
e Increased packaging and logistics expenses
e Reduced consumer spending due to higher living costs
Implications: Logistics / fuel cost

exposure

e Pressure to increase delivery fees or

.. Qil pri id . )

minimum order values particpation (offeet) Energy intensity
e Investment in logistics optimisation and

automation

Financing / capex sensitivity Oil-linked material input
. . . dependence

e Shift toward localised fulfilment and

inventory strategies

Demand sensitivity Supply chain complexity

Pricing power risk
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Consumer Goods

Rising oil prices have a significant impact on the UK consumer goods sector, primarily through
increased input, production, and distribution costs. Many consumer goods rely heavily on oil-derived
materials such as plastics, packaging, and chemicals, meaning that price increases feed directly into
cost of goods sold. In addition, higher fuel costs raise expenses across manufacturing and logistics,
from factory operations to transportation and retail distribution.

These cost pressures are compounded by changing consumer behaviour. As energy and fuel costs
rise, household disposable income declines, leading to more price-sensitive purchasing decisions.
Consumers often trade down to cheaper brands, private label products, or reduce overall
consumption—particularly in non-essential categories. This creates a challenging environment where
consumer goods companies face both rising costs and constrained pricing power.

To mitigate these impacts, companies can pursue several strategic actions. Pricing strategy is
critical—this may include selective price increases, shrinkflation (reducing pack sizes), or product
reformulation to maintain price points. Strengthening cost efficiency across manufacturing and
supply chains is also essential, including optimising production processes, reducing waste, and
improving logistics efficiency.

Reducing reliance on oil-based inputs presents a longer-term opportunity. This includes investing in
sustainable packaging, alternative materials, and circular economy initiatives, which can both lower
exposure and enhance brand positioning. Portfolio management is another key lever, with a shift
toward value-oriented products to retain cost-conscious consumers.

Finally, closer collaboration with retailers can help manage pricing, promotions, and shelf positioning.
Overall, success will depend on balancing cost recovery with maintaining consumer demand and
brand competitiveness.

Risks:

e Rising input costs (oil-derived packaging such as plastics, chemicals, and resins)

e Increased manufacturing and transport costs across global distribution networks

e Retailer pressure limiting the ability to pass through price increases

¢ Demand sensitivity as consumers trade down to cheaper brands or reduce consumption
Implications:

e Margin compression, particularly for brands with limited pricing power

Logistics / fuel cost

e Greater reliance on shrinkflation, exposure
reformulation, or pack-size optimisation

il price upside
participation (offset)

Energy intensity
e Increased focus on cost efficiency across
supply chain and production

e Acceleration of sustainable packaging Financing / capex sensitivity O”"i”zif;emnzfn";' input
and material innovation (reducing oil
dependency)

e Portfolio shift toward value segments and Demand sensitivity Supply chain complexity

private label competition

Pricing power risk
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Construction

Rising oil prices have a significant impact on the UK construction sector, primarily through increased
material, transportation, and operational costs. Many construction materials—such as asphalt,
plastics, insulation, and certain chemicals—are derived from oil, meaning price increases feed
directly into project input costs. In addition, construction activities are heavily reliant on fuel-
powered machinery and transport, further amplifying cost pressures across project lifecycles.

These challenges are particularly acute for contractors operating under fixed-price contracts, where
the ability to pass on rising costs is limited. This can lead to margin erosion and, in some cases,
project delays or financial strain. Supply chain volatility also increases, as suppliers adjust pricing or
face their own cost pressures, creating uncertainty around project timelines and budgeting.

On the demand side, rising oil prices can contribute to broader inflation and higher interest rates,
which may slow investment in new construction projects—particularly in residential and commercial
real estate. This can reduce pipeline visibility and increase competition for available projects.

To mitigate these impacts, construction firms can adopt several strategic measures. Incorporating
cost escalation clauses in contracts can help manage future price volatility, while improved project
planning and procurement strategies can reduce exposure to sudden cost increases. Enhancing
operational efficiency—through better scheduling, equipment utilisation, and fuel management—
can also help control costs.

There is also growing emphasis on material innovation and sustainability, including the use of
alternative or recycled materials that are less dependent on oil-based inputs. Local sourcing can
further reduce transportation costs and supply chain risk.

Overall, resilience in the UK construction sector will depend on effective cost management,
contractual flexibility, and the ability to adapt to a more volatile input cost environment.

Risks:
e Increased cost of materials (asphalt, plastics, transport-intensive inputs)
e Higher fuel costs for machinery and site operations
e Project delays due to supplier cost volatility

Implications:

e Margin compression on fixed-price Logistics / fuel cost
exposure
contracts

Oil price upside

e Greater use of cost escalation participation (offset)
clauses in new contracts

Energy intensity

¢ Increased focus on project
efficiency and alternative materials  Financing / capex sensitivity

Oil-linked material input
dependence

Demand sensitivity Supply chain complexity

Pricing power risk
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Automotive

Rising oil prices have a significant and multi-faceted impact on the UK automotive sector, affecting
both production economics and consumer demand. On the supply side, manufacturers face higher
costs for oil-derived materials such as plastics, rubber, and synthetic components, as well as
increased energy and transportation expenses across global supply chains. These pressures can
erode margins, particularly for manufacturers with complex, internationally dispersed production
networks.

At the same time, rising fuel prices directly influence consumer behaviour. Higher petrol and diesel
costs tend to reduce demand for traditional internal combustion engine (ICE) vehicles, particularly
larger or less fuel-efficient models. This creates demand volatility and potential inventory risk for
manufacturers and dealerships heavily exposed to ICE portfolios.

However, this dynamic also accelerates structural shifts within the industry. Demand for electric
vehicles (EVs) and hybrid models typically increases as consumers seek to reduce fuel costs, creating
both an opportunity and a strategic imperative for manufacturers.

To mitigate these impacts, automotive companies can focus on several key actions. First, accelerating
the transition toward electrification is critical, both to align with changing demand and reduce long-
term exposure to oil price volatility. Second, improving supply chain resilience—through localisation,
supplier diversification, and logistics optimisation—can help manage rising transport costs.

Operational efficiency is also essential, including energy optimisation in manufacturing and greater
use of digital tools to improve production planning. Additionally, flexible pricing and financing
strategies can help maintain demand in a more price-sensitive market.

Overall, success in the UK automotive sector will depend on the ability to manage short-term cost
pressures while adapting to long-term structural changes in technology and consumer preferences.

Risks:
e Higher input costs (plastics, metals, logistics)
e Increased manufacturing and distribution expenses
e Demand shifts as consumers face higher fuel costs

Implications:

Logistics / fuel cost
exposure

e Accelerated shift toward electric vehicles

Oil price upside ’ v
(EVS) participation (offset) Enetgy Intensity
e Margin pressure on traditional internal
combustion vehicle lines - N
Financing / capex sensitivity OIHmZed materialinpdt
ependence
Demand sensitivity Supply chain complexity

Pricing power risk
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Agriculture

Rising oil prices have a significant impact on the UK agriculture sector, as farming operations are
highly dependent on fuel, energy, and oil-linked inputs. Diesel is a major cost component for

machinery such as tractors, harvesters, and irrigation systems, meaning that increases in fuel prices
directly raise operating costs. In addition, many agricultural inputs—particularly fertilisers, pesticides,
and plastics used in packaging and crop protection—are derived from hydrocarbons, further

amplifying cost pressures.

These rising input costs place considerable strain on farm profitability, especially for smaller

producers with limited ability to absorb or pass on increases. While some cost increases can be
passed through the supply chain, pricing is often constrained by retailer buying power and
competitive market dynamics. At the same time, higher food prices driven by increased production
costs can dampen consumer demand or shift purchasing toward lower-cost alternatives, adding

further pressure to margins.

Supply chain volatility is another key risk, as rising transport costs affect the movement of inputs and
distribution of produce, particularly for perishable goods where efficiency is critical.

To mitigate these impacts, farmers and agricultural businesses can focus on improving operational
efficiency, including optimising fuel use, adopting precision farming techniques, and reducing input

waste. Diversifying energy sources—such as investing in on-farm renewables like solar or anaerobic
digestion—can help reduce dependence on oil-linked energy over time.

Additionally, collaboration across the supply chain, including longer-term contracts and pricing
agreements, can improve cost visibility and stability. Overall, resilience in the UK agriculture sector

will depend on balancing cost management with productivity improvements and greater energy

independence.

Exposure is both direct (fuel) and indirect (fertilizers, transport).

Risks:

e Rising input costs (fuel, fertilizers derived from hydrocarbons)

e Increased food production costs

Implications:

e Higher food prices passed to consumers

e Margin pressure for smaller producers

e Incentive to adopt more energy-efficient
farming practices
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Logistics / fuel cost
exposure

Oil price upside

participation (offset) Energy intensity

Oil-linked material input

Financing / capex sensitivity dependence

Demand sensitivity Supply chain complexity

Pricing power risk



Utilities

Rising oil prices have a complex but material impact on the UK utilities sector, particularly where
energy generation and procurement remain linked to fossil fuels. While the UK has diversified its
energy mix, oil and gas still play a role in electricity generation, heating, and backup capacity. As a
result, higher oil prices can increase wholesale energy costs, putting upward pressure on operating
expenses.

In regulated markets, utilities often face constraints on how quickly and fully they can pass these cost
increases onto consumers. This creates a lag effect, where rising input costs compress margins in the
short term. Additionally, volatility in energy prices can increase financial risk, particularly for utilities
with exposure to wholesale markets or insufficient hedging strategies.

There are also indirect impacts through increased maintenance, transportation, and infrastructure
costs, as many operational activities rely on fuel-dependent logistics and materials. At the same time,
higher energy prices can lead to increased customer affordability concerns, raising regulatory and
political scrutiny.

However, rising oil prices also reinforce the strategic case for energy transition. As fossil fuel costs
increase, renewable energy sources such as wind and solar become more economically attractive,
accelerating investment and capacity expansion in these areas.

To mitigate risks, utilities can strengthen hedging and procurement strategies to manage price
volatility. Continued investment in renewable energy generation and energy storage can reduce long-
term exposure to oil-linked costs. Improving operational efficiency and digitisation—such as smart
grid technologies—can also help optimise energy distribution and reduce losses.

Overall, the key challenge for UK utilities is balancing short-term cost pressures with long-term
transformation, while navigating regulatory constraints and maintaining affordability for consumers.

Risks:
e Higher fuel costs for oil-dependent power generation
e Volatility in energy procurement costs
e Regulatory constraints on passing costs to consumers
Implications:
e Increased pressure on margins in regulated markets

e Acceleration of transition toward Logistics / fuel cost
exposure
renewable energy sources

Qil price upside

e Greater investment in energy efficiency participation (offset)

Energy intensity

and diversification

Oil-linked material input

Financing / capex sensitivity dependence

Demand sensitivity Supply chain complexity

Pricing power risk
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Healthcare

Rising oil prices have an indirect but meaningful impact on the UK healthcare industry, primarily
through increased operating costs and supply chain pressures. While healthcare is less directly
dependent on oil than sectors such as transport or manufacturing, it relies heavily on energy,
logistics, and oil-derived products. Higher fuel costs increase the cost of transporting medical
supplies, pharmaceuticals, and equipment, while energy-intensive facilities such as hospitals face
rising utility bills.

In addition, many medical products—including plastics used in packaging, syringes, PPE, and
equipment—are derived from petrochemicals. As oil prices rise, these input costs increase, putting
pressure on procurement budgets. For publicly funded healthcare systems like the NHS, where
budgets are largely fixed in the short term, this can lead to financial strain and difficult prioritisation
decisions.

There are also workforce-related impacts. Higher fuel costs can increase commuting expenses for
healthcare staff, potentially affecting retention and increasing pressure for wage adjustments. At the
same time, broader inflation driven by oil prices can increase demand for healthcare services, as
economic stress and cost-of-living pressures affect population health.

To mitigate these impacts, healthcare organisations can focus on improving energy efficiency across
facilities, including investment in building upgrades and energy management systems. Strengthening
procurement strategies—such as bulk purchasing, long-term supplier agreements, and supply chain
diversification—can help manage cost volatility.

Adopting more localised supply chains where feasible can reduce transport exposure, while
increased use of digital solutions, such as telemedicine, can help lower operational costs and
demand on physical infrastructure.

Overall, while the UK healthcare sector is relatively less exposed than others, rising oil prices create
sustained cost pressures that require proactive efficiency and procurement strategies to manage
effectively.

Risks:

e Higher costs for:
o Medical supplies (plastics, chemicals)
o Logistics and distribution
o Energy-intensive facilities
(hospitals) Eogiiiicsmicost

exposure

|mp|lca‘L‘I0nSZ Qil price upside

participation (offset) Energyintensity

e Pressure on public healthcare budgets
e Increased focus on:

o Efficiency and cost control

o Localised supply chains

o Digital health solutions

Oil-linked material input

Financing / capex sensitivity dependence

Demand sensitivity Supply chain complexity

Pricing power risk
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Hospitality & Leisure

Rising oil prices have a significant indirect impact on the UK hospitality and leisure sector, primarily
through increased operating costs and reduced consumer spending. Businesses in this sector—such
as hotels, restaurants, and entertainment venues—face higher energy bills for heating, lighting, and
operations, as well as increased costs for food, beverages, and supplies due to more expensive
transportation and oil-linked inputs.

At the same time, rising fuel and energy costs put pressure on household disposable income, leading
consumers to cut back on discretionary spending. Hospitality and leisure are among the most
affected sectors in this regard, as travel, dining out, and entertainment are often the first areas
where consumers reduce expenditure. This can result in lower footfall, reduced occupancy rates, and
increased price sensitivity, particularly outside of peak seasons.

The sector also faces additional pressure from rising labour costs, as employees seek higher wages to
offset increased living expenses, further squeezing margins.

To mitigate these impacts, businesses can focus on improving operational efficiency. This includes
reducing energy consumption through efficiency measures, optimising staffing models, and
streamlining supply chains. Dynamic pricing strategies—such as adjusting room rates or menus based
on demand—can help protect revenue while remaining competitive.

Enhancing value propositions, such as bundled offers or targeted promotions, can help maintain
customer demand in a more price-sensitive environment. Additionally, sourcing locally where
possible can reduce transportation costs and improve supply chain resilience.

Overall, resilience in the UK hospitality and leisure sector will depend on balancing cost control with
maintaining customer appeal, while adapting to more cautious consumer spending patterns.

Highly exposed—margin pressure + demand softness.
Risks:

e Consumers cut discretionary spending
e Decline in long-haul and luxury travel
e Shift toward local / shorter trips

Implications
e Price increases (risking occupancy L°““§§;£L“,Z' o
decline)
e (Cost optimisation (staffing, operations) pag?cipp'ai;eo:ﬁfj;feu Energy intensity

e Focus on premium segments or value
offerings

Oil-linked material input

Financing / capex sensitivity dependence

Demand sensitivity Supply chain complexity

Pricing power risk
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Technology

Rising oil prices have a relatively indirect but still notable impact on the UK technology sector,
primarily through increased operational costs, supply chain pressures, and broader macroeconomic
effects. While technology companies are less dependent on oil as a direct input, they rely heavily on
global supply chains for hardware components, data centre infrastructure, and equipment—all of
which are affected by higher transportation and manufacturing costs.

For hardware and electronics segments, rising oil prices increase the cost of shipping components
and finished goods, as well as the price of oil-derived materials used in semiconductors, plastics, and
packaging. This can lead to higher production costs and potential margin pressure, particularly in
highly competitive markets. In addition, energy costs are a growing concern for data centres and
cloud infrastructure, which are highly energy-intensive and sensitive to fluctuations in energy prices.

On the demand side, rising oil prices contribute to broader inflation and reduced business and
consumer spending. This can slow investment in technology, delay digital transformation projects,
and reduce demand for discretionary consumer electronics.

To mitigate these impacts, technology companies can focus on improving operational efficiency and
supply chain resilience. This includes diversifying suppliers, regionalising production where feasible,
and optimising logistics networks to reduce transportation costs. Investment in energy-efficient data
centres and increased use of renewable energy can help manage rising energy expenses and reduce
long-term exposure.

Additionally, shifting toward higher-margin, software-based or subscription-driven business models
can reduce reliance on physical supply chains and improve revenue stability. Strong cost
management and flexible pricing strategies can also help offset inflationary pressures.

Overall, while the UK technology sector is less directly exposed to oil price increases, it is still affected
through cost inflation and demand dynamics, requiring a focus on efficiency, resilience, and strategic
adaptation.

Short-term pressure on spending, but strong tailwinds in efficiency and energy innovation.

Risks:

e Higher costs for:

o Data centre energy usage Logistics / fuel cost
. expaosure
o Hardware manufacturing &
IOgiStiCS 0il price upside

participation (offset) Energy intensity

e Reduced enterprise and consumer
spending due to inflation

Qil-linked material input
dependence

Implications

Financing / capex sensitivity

e Shift toward cost-saving solutions
e Growth in green tech and
electrification software

Demand sensitivity Supply chain complexity

Pricing power risk
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Oil & Gas

Rising oil prices have a direct and generally positive impact on the UK oil and gas industry, primarily
through increased revenues, cash flow, and profitability. Higher prices improve the economics of
existing production and can make previously marginal fields—particularly in the North Sea—
commercially viable. This can stimulate renewed investment in exploration, development, and asset
life extension, supporting both operators and the wider supply chain.

However, these benefits are accompanied by several risks. Price volatility remains a key concern, as
sharp increases are often followed by corrections, creating uncertainty for long-term investment
decisions. In addition, higher oil prices tend to attract increased regulatory and political scrutiny,
particularly in the UK where there is strong policy focus on decarbonisation and the energy
transition. Companies may also face rising operational costs, including energy, labour, and services,
as inflationary pressures ripple through the sector.

There are also reputational risks, as elevated profits during periods of broader economic strain can
lead to public and political pressure, including the potential for windfall taxes or tighter regulation.

To mitigate these risks, companies can adopt a balanced strategy. Maintaining disciplined capital
allocation is critical —prioritising high-return projects while avoiding overexpansion during price
peaks. Hedging strategies can help manage short-term price volatility and provide greater revenue
certainty.

At the same time, diversification is increasingly important. Investing in low-carbon and renewable
energy projects can reduce long-term exposure to oil price cycles and align with regulatory
expectations. Improving operational efficiency and cost control can further strengthen resilience.

Overall, while rising oil prices create near-term opportunities for the UK oil and gas industry, long-
term success will depend on managing volatility and accelerating transition strategies.

Short-term winner, long-term under structural pressure.

Risks:

e Demand destruction if prices stay high

e Political/regulatory backlash

e Acceleration of energy transition (long-term threat)

[ )

Logistics / fuel cost
exposure

Implications

Oil price upside

participation (offset) Ensreytensity

e Higher oil prices - immediate revenue uplift

e Stronger cash flow and profitability

e Improved balance sheets and shareholder
returns

e Increased investment in exploration &
production (E&P)

e Governments may impose windfall taxes or Deniaiid senshidiy Supply chaln complelty
regulation

e Pressure to balance short-term profits vs.
long-term transition

Oil-linked material input

Financing / capex sensitivity dependence

Pricing power risk
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Renewables

Rising oil prices have a generally positive impact on the UK renewable energy sector, primarily by
improving its relative competitiveness versus fossil fuels. As the cost of oil and other hydrocarbons
increases, renewable energy sources such as wind and solar become more economically attractive
for both investors and consumers. This can accelerate demand for renewable projects, increase
capital inflows, and support faster deployment of clean energy infrastructure.

Higher oil prices also reinforce the strategic importance of energy security, prompting governments
and businesses to reduce reliance on imported fossil fuels. In the UK, this can translate into stronger
policy support, faster planning approvals, and increased incentives for renewable energy
development. As a result, the sector may benefit from both market-driven and regulatory tailwinds.

However, there are also challenges. Rising oil prices often contribute to broader inflation, which can
increase the cost of materials, equipment, and transportation for renewable projects. Supply chains
for components such as turbines, panels, and batteries may become more expensive and volatile,
potentially impacting project timelines and returns. Additionally, while higher oil prices improve
long-term economics, they do not immediately resolve infrastructure and grid constraints, which can
limit the pace of expansion.

To mitigate these risks, renewable energy companies can focus on strengthening supply chain
resilience, including diversifying suppliers and securing long-term contracts to manage cost volatility.
Improving project efficiency and leveraging economies of scale can help offset rising input costs.

Investment in energy storage and grid integration is also critical to maximise the value of renewable
generation. Finally, maintaining strong partnerships with policymakers can help ensure continued
regulatory support.

Overall, rising oil prices act as a catalyst for growth in the UK renewable energy sector, but realising
this opportunity requires managing short-term cost pressures and infrastructure constraints.

Potentially, one of the biggest long term beneficiaries as insecurity and price rises act as a catalyst
for growth.

Risks:

e Supply chain bottlenecks (materials, components)
e Intermittency and infrastructure limitations

Implications
e Renewables become more cost- rogses e cost
competitive vs fossil fuels
e Increased demand for solar, wind, EVs, Oil price upside Energy intensity
participation (offset),
storage

e Surge in investment and funding

e Faster policy support and subsidies

e Corporate buyers accelerate Financing / capex sensitivity S
decarbonisation commitments

Demand sensitivity Supply chain complexity

Pricing power risk
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