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Chart of the Month – Public spending squeeze to follow economic squeeze  
On 29 November the UK Chancellor unveiled a sombre Autumn Budget Statement (ABS).   The main focus of 
the Statement was not on  the Chancellor but on  the dire set of  forecasts supplied by  the Office  for Budget 
Responsibility. The UK economy  is now expected to grow by 0.9%  in 2011 and just 0.7%  in 2012 with slower 
growth in 2013 & 2014. Given Northern Ireland’s reliance on the UK economy this will lead to an even weaker 
economic  recovery  in Northern  Ireland.  In  addition,  the  huge,  as  yet  unspecified,  public  spending  cuts  in 
2015/16 & 2016/17 highlight that even  in five years’ time, the public sector will remain a significant drag on 
the economy.  Indeed, revised forecasts show UK public sector employment shrinking by 12% (710,000) over 
the course of austerity (by 2017). With tax receipts plummeting, further efforts to rein in public spending were 
announced  in  the ABS. Overall  almost  three‐quarters  of  the  fiscal  adjustment  by  2014/15 will  be  through 
spending cuts as opposed to tax rises. Total public spending is now set for its tightest squeeze since the end of 
World War II. Following the unprecedented 12‐year boom in public expenditure growth, the UK now faces an 
unprecedented squeeze on public spending.  Excluding debt interest and welfare payments, public spending is 
set to fall by 16% over the 7‐year period to 2016/17 according to the Institute for Fiscal Studies. This extends 
austerity  2‐years  into  the  next  parliament.    It  is  noted  that  spending  cuts  of  £8bn  and  £15bn  have  been 
identified  in  2015/16  and  2016/17  respectively.    The  Spring  2012  Budget will  reveal what  these  cuts  are.  
Against  this  context,  Northern  Ireland  faces  the  unenviable  position  of  being  the  UK  region  that  has 
experienced the deepest recession so far and is also the region most exposed to public expenditure.  

 

7-Year Public Spending Squeeze 
 % Change in Real Terms
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Source: IFS, Note Figures used are Total Public Spending less spending on welfare benefits and debt interest
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Northern Ireland has followed the growth trajectory of the RoI 
Looking at the rear view mirror, regarding economic data, reveals that Northern Ireland’s recession was much 
deeper than previously estimated. No quarterly GDP figures exist for Northern  Ireland.    Instead, economists 
and  commentators must  content  themselves with  the  annual estimates  for  regional Gross Value Added or 
GVA.  The latter are subject to considerable delay with 2010’s figures released last month. Following growth of 
3.1% (real terms) in 2007 the NI economy contracted by 3.1% in 2008 and by a hefty 6% in 2009. The previous 
official estimates were ‐1.3% and ‐3.6% respectively. During this recession, the Northern Ireland economy has 
more closely followed the RoI economic growth trajectory as opposed to the general economic growth profile. 
In 2010, NI posted a 1.5%  real  terms  increase  in economic growth. However, we expect  this  to be  revised 
down into negative territory in due course (‐0.5% estimate).  
 
 

Annual Economic Growth in Real Terms - GVA
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Northern Ireland’s recession deeper than all other UK regions 
The most  timely surveys of economic activity are  the Purchasing Managers  Indexes  (PMIs).    It  is noted  that 
during the most  intense phase of the recession, 2008 & 2009, the PMIs consistently signalled that within all 
the UK regions the recession was deepest within Northern Ireland.  Last month’s official GVA figures have also 
confirmed  this.  Northern  Ireland’s  cumulative  contraction  in  2008  &  2009  is  now  8.8%  and  not  4.9%  as 
previously estimated.  This was the steepest decline of all the UK regions and compared with a fall of 5.3% for 
the UK and 9.8% for the Republic of  Ireland  (GDP).  In monetary terms, this peak to trough  fall for Northern 
Ireland represented a decline of £2.6bn in real terms.  Meanwhile, Northern Ireland’s economic prosperity gap 
(GVA per head) with  the UK  continues  to widen. GVA per head was 76% of  the UK average  in 2010 which 
compares with 81% back in 1997.  
 
 
 
 
 
 



Annual Economic Growth in Real Terms 2007-2009
     Refers to Gross Value Added* & GDP for RoI

-8.8%

-5.3% -5.5%

-9.8%

-12%

-9%

-6%

-3%

0%

Lon Scot UK** UK SE SW EM NE Y&H NW Wal WM East NI RoI

Y/Y

Source:ONS, CSO & * UB Calculations Using ONS GVA Deflators, **UK less extra regio

 
 
 
 
Richard Ramsey,  
9th January 2012 
 
 
 
 
 
 
 
 
 
 
 
 
 
This document is issued for information purposes only for clients of Ulster Bank Group who are eligible counterparties or professional customers, and 
does not constitute an offer or invitation to purchase or sell any instrument or to provide any service in any jurisdiction where the required 
authorisation is not held. Ulster Bank and/or its associates and/or its employees may have a position or engage in transactions in any of the 
instruments mentioned. 
The information including any opinions expressed and the pricing given, is indicative, and constitute our judgement at time of publication and are 
subject to change without notice. The information contained herein should not be construed as advice, and is not intended to be construed as such. 
This publication provides only a brief review of the complex issues discussed and readers should not rely on information contained here without 
seeking specific advice on matters that concern them. Ulster Bank make no representations or warranties with respect to the information and 
disclaim all liability for use the recipient or their advisors make of the information. Over-the-counter (OTC) derivates can involve a number of 
significant and complex risks which are dependent on the terms of the particular transaction and your circumstances. In the event the market has 
moved against the transaction you have undertaken, you may incur substantial costs if you wish to close out your position. 
  
Ulster Bank Limited Registered Number R733 Northern Ireland. Registered Office 11-16 Donegall Square East, Belfast, BT1 5UB. Authorised and 
regulated by the Financial Services Authority. Member of The Royal Bank of Scotland Group.  
  
Ulster Bank Ireland Limited . A private company limited by shares , trading as Ulster Bank , Ulster Bank Group and Bank Uladh. Registered in 
Republic of Ireland. Registered No. 25766. Registered Office: Ulster Bank Group Centre, George’s Quay, Dublin 2. Member of the Royal Bank of 
Scotland Group. Ulster Bank Ireland Limited is regulated by the Central Bank of Ireland. 
  
Calls may be recorded. 
  
Ulster Bank Limited accepts no liability for the outcome of any actions taken arising from the use of this article 


