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It may come as a surprise to some to learn that Northern Ireland is the happiest place in the UK,
according to the latest statistics on the issue, despite being the focal point of some of the UK’s major
economic challenges; namely Brexit and the border.

That’s according to the 2016/17 Office for National Statistics (ONS) happiness index, which relates to
the 12-months that followed the UK’s vote to leave the EU.

Furthermore, the Newry, Mourne and Down Council area ranks as one of the happiest areas of
Northern Ireland, and the UK as a whole, despite the proximity of this area to the border, which has
been such a focus of concern in relation to what will happen post Brexit.

One explanation for this apparent anomaly might be the fact that we of course haven’t actually left
the EU yet, and indeed areas such as Newry have been benefiting significantly from the positive
impact of the exchange rate on cross-border shopping over the past year or so.

However, when we look at anxiety levels - another thing surveyed by the ONS - there are perhaps
some signs that concerns around Brexit are starting to have an effect on people. The Derry and
Strabane area, which will also be impacted significantly by whatever happens to the border, ranks
high on this scale relative to other parts of Northern Ireland and the UK.

Yes, Derry and Strabane is an area traditionally high in economic and social deprivation, but it has
also been benefiting from the exchange rate, and the recent NI Jobs Report suggests that job
opportunities have been rising.

But let’s go back to happiness.

Happiness undoubtedly has a bearing on consumer confidence and consumer spending; and two-
thirds of the economy is dependent on the latter. So, high levels of happiness would appear to be a
good sign for the economy, if they translate through into what consumers do on the high street. The
latest Ulster Bank NI PMI, which monitors business activity, indeed suggests that local retailers have
had a very good past 12-18 months.

In this respect, it will be interesting to see what happens to happiness and anxiety levels over the
year ahead, with the various challenges that consumers and the economy now face. We've already
touched on Brexit and border, but consumers’ pockets are also being hit by a number of important
developments.

For one, inflation has been rising, particularly when it comes to things like food and fuel. The Bank of
England has also recently moved interest rates upwards — albeit only very slightly so, and just to
where they were before the referendum result. There is also a freeze on a range of social benefits
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until 2020, and we know that Northern Ireland is more dependent on benefits than elsewhere in the
UK —though it remains to be seen if the UK Chancellor is pressurised into thawing the benefits freeze
in the Budget later this month. Then there is the issue of stagnant wages.

With respect to the later, the latest Annual Survey of Hours and Earnings tells us that wages aren’t
rising in real terms, unless you work part-time. Unemployment may be at an eight-and-a-half-year-
low, but the wages of full time workers aren’t going up at the same rate as inflation, therefore the
spending power of many consumers is being squeezed. The average full-time Northern Ireland
employee saw their annual earnings rise by just 0.1 percent. After adjusting for CPI inflation, this
represented a fall in real term earnings of 2.6 percent. This is the biggest real-terms fall in earnings
since 2010.

But the part-time dimension to the jobs market raises an interesting question. With more people
working part-time, and their wages rising, is there a work-life balance element to our apparently high
levels of happiness? The fact that equity markets are at record highs could also be boosting
happiness levels for those with investments in stocks and shares.

Another interesting barometer of consumer confidence is data in relation to insolvencies. This shows
that 2016 was a bit of a ‘sweet spot’, with the lowest number in six years. However, the latest figures
demonstrate that this has turned, with a pick-up in insolvencies evident during 2017 to date. Indeed,
in the third quarter of this year, insolvencies rose 25 percent year-on-year; a marked increase. This
indicates that happiness levels are probably going down, at least for some.

It has been said that happiness is over-rated, but it has probably been under-rated as an economic
indicator. And it will be very interesting to see what happens to happiness levels over the next 12
months. It remains to be seen if we are at peak happiness as major economic challenges begin to
bear their teeth. Or maybe in this part of the world we’ll just always look on the bright side of life.

Richard Ramsey
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