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Robust output growth in February, led by ninth
successive monthly rise in new bhusiness

February data signalled a further sharp increase
in business activity at Northern Ireland private-
sector firms, aided by another month of strong
new order growth. Meanwhile, a marked easing
in the rate of cost inflation was recorded, and
companies lowered their output prices.

Sharp expansion in activity

Business activity at Northern Ireland companies
continued to rise in February, extending the
current sequence of growth to eight months.
Although easing slightly from the previous month,
the rate of expansion remained sharp and was
broadly in line with that seen across the UK as
a whole. All four monitored sectors registered
growth of activity, led by retail.

Where a rise in activity was recorded (at
around one-third of respondents), growth was
often linked by panellists to increased new
orders. New business rose for the ninth month
running in February, and at a substantial pace
as respondents indicated improved success in
securing sales. As with activity, retail posted the
strongest increase in new business. New export
orders also rose again during the month, albeit at
a weaker pace than overall new business.

Backlogs of work rise solidly
Further strong growth of new orders led to a solid
build-up of backlogs of work during February, with
the rate of accumulation slightly faster than seen
at the start of the year. Outstanding business has
now risen in each of the past five months.
Increased backlogs of work and strong growth
of new business led companies in Northern
Ireland to raise their staffing levels. The latest
monthly increase in employment was solid, and
broad-based across the four sectors, but slower
than the UK average. The sharpest job creation
was seen at retailers.

Marked easing in rate of cost inflation
Although input prices continued to increase during
February, the rate of inflation eased sharply and
was well below the series average. The service
sector saw the most marked slowdown in
inflationary pressures, while manufacturers also
posted a much weaker rise than in the previous
month. Where input costs did increase, firms
generally linked this to higher wage costs.

Northern Ireland companies lowered their
output prices slightly, the first reduction in prices
charged since April 2013. The fall mainly reflected
a solid reduction in services selling prices, while
the remaining three sectors all posted increased
charges. Anecdotal evidence indicated that
competitive pressures and attempts to stimulate
client demand had led to the reduction.
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The above charts plot the seasonally adjusted indlicators of
business conditions in Northern Ireland. Index readings
above 50.0 signal an increase on the previous month
while readings below 50.0 signal a decrease.
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Ulster Bank Northern Ireland PMI®

Output / Business Activity

Q. Is the level of output or business activity at your company higher, the same or lower this month than one month ago?

Higher Same Lower Net Index S.Adj'd S.Adj'd
% % % +- 50=nochg  Index Index
2013 Sep  36.0 52.5 11.5 24.4 62.2 58.7 60.3
Oct 30.4 59.3 10.3 20.1 60.0 57.6 61.5
Nov 324 56.5 11.1 214 60.7 60.2 60.4
Dec 299 50.7 19.4 10.5 55.2 56.5 59.3
2014 Jan 327 44.0 233 9.4 54.7 60.4 59.1
Feb 335 49.6 16.9 16.6 58.3 58.1 58.6
As has been the case in each month since July 2013, business activity

rose at Northern Ireland companies in February. The rate of expansion
remained sharp, despite easing from that seen at the start of the year, and
was broadly in line with the UK average. Around one-third of respondents
indicated that activity had increased, and linked the expansion to higher
new order intakes. Each of the four monitored sectors recorded growth
of activity, led by retail where the

pace of increase accelerated to Construction Manuf-  Services
the strongest in the series history. acturing
Construction also po§ted a faster 13 Dec 56.3 557 56.0 : . . ; : . ; ;
pace of growth, while rates of .., g5 g3 592 Poor b T Construgtion
expansion eased at manufacturers 0 | : i i : : . . i

: f Feb 57.3 58.7 55.6
and services companies. 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 [ 2012 | 2013

New Business

Q. Is the level of new orders or incoming new business at your company higher, the same or lower this month than one month ago?

"""""""""""""""""""""""""""""""""""""""""""" 70
Higher ~ Same  Lower Net Index  S.Adjd S.Adjd : : : : : L L LUK Private Sector A/
% % % +-  50=nochg Index Index . . . . ' . '

2013 Sep 302 57.6 12.2 18.0 59.0 54.7 60.1
Oct 276 57.4 15.0 12.6 56.3 54.8 62.7
Nov 355 50.3 14.3 212 60.6 59.2 63.2
Dec 322 46.8 21.0 1.2 55.6 58.3 61.8
2014 Jan 315 50.5 18.0 135 56.7 60.9 59.9
Feb 363 476 16.0 20.3 60.2 58.0 59.6

New orders continued to increase at Northern Ireland companies during
February, extending the current sequence of expansion to nine months.
The rate of growth remained sharp, but slowed from the previous month
and was slightly weaker than the UK economy average. Panellists
reported increased success in securing sales during February, with more
than 36% of respondents seeing a rise in new business during the month.
As with activity, retail was the

Manuiacturi

best-performing sector as growth Construction Manuf-  Services 40 -mm T T
in new orders accelerated sharply. acturing g ; g : : :
The three remaining sectors 43 Dec 56.9 558 593 U A i A R i

all continued to register strong ‘14 Jan 54.9 590 62.8 : 5 : : : : : : Construction

expansions in new business. 20 Wmmmmmwmmwm
Feb 54.9 58.0 58.5 2003 | 2004 1 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 2012 | 2013
Backlogs

Q. Is the level of business outstanding (i.e. work not yet commenced or completed) at your company higher, the same or lower this month than one month ago?

STVttt Voot Voo N v T FoTT T FoTTT v T v voTT T 5o 7 N 70
Higher Same Lower Net Index S.Adj'd S.Adj'd : : : : : . . . . . . .
% % % +-  50=nochg  Index Index B o I T T I A I T o O “ 60
2013 Sep 194 665 140 54 527 496 535 VY ) S i :
Oct 232 623 145 87 543 537 542 50
Nov 286 500 125 161 580  57.5 535 (
Dec 211 656 133 78 539 556 515 RO " aafY .
2014 Jan 165 660 174 09 495 536 543 R : S \IWWN W
Feb 224 649 128 96 548  54.1 53.9 s f oYY b

Strong growth of new orders led to another accumulation of outstanding
business during February. Backlogs of work have now risen in five
successive months and the rate of accumulation picked up slightly from
that seen in January. The increase in outstanding business at Northern
Ireland companies was broadly similar to that recorded across the UK
economy as a whole. Retail posted the fastest rise in work that has either
not been started or is in progress,

while sharperincreases were seen Construction Manuf- Services
in the manufacturing and services acturing

sectgrs. Meanwhlle,_ construction T3 o 477 571 577 : : : : : : .
continued to see falling backlogs, 44 Jan 46.0 525 541 : 5 : : 5 5 ; 5 Cbnstrut::tion

with the latest drop the sharpest 20 WWWWWWWWWT
since August 2013. Feb 447 54.9 54.4 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013
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Employment

Q. Is the level of employment at your company higher, the same or lower this month than one month ago?

S poc=ce posass goccas Fooo0s poasea goseos Focos Foaees Fomoos Fo=os 770
Higher Same Lower Net Index S.Adj'd S.Adj'd 0 0 !
% % % +-  50=nochg  Index Index s T A&
2013 Sep 150 734 116 34 517 514 535 i iUKPrivate Séctor N
Oct 1638 76.4 6.8 10.0 55.0 53.1 55.6 Y Y, NV 5 :
Nv 115 782 102 13 507 512 54.9 ; '//W WY
Dec 168 74.4 88 8.0 54.0 54.5 55.2 A . ' ' .
2014 Jan 183 72.2 95 8.8 544 550 55.7 v ; 5 :
Feb 118 80.4 77 41 52.0 53.4 56.0

Anecdotal evidence for February suggested that the accumulation of
backlogs of work, allied with rises in new orders, had led companies
to take on extra staff. Employment increased for the eighth successive
month, and at a solid pace. That said, the rate of job creation was the
slowest in three months and weaker than the UK economy average. All
four monitored sectors posted increases in employment, led by retail
where the rise was substantial.

Manufactu}ing

Manufacturing firms and service Construction Manuf-  Services AR |j=um==omneesseees=m==E | N A :

. . . Ot . 1 X8
prov@ers saw thglr rates of !ob acturing i ‘"\"J .L:
greatlon_ease, w_hHecopstrucnon 13 Dec 510 518 54.6 Gol Sl S :c A
firms raised their staffing levels i . . GEREED

at a slightly faster pace than in 14 Jan 51.8 56.8 52.3 20

January. Feb  52.1 54.4 51.5

Input Costs

Q. Have average input prices or input costs risen, fallen or remained unchanged this month compared to one month ago?

2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013

Higher Same Lower Net Index S.Adj'd S.Adj'd

% % % +- 50=nochg  Index Index

2013 Sep 3341 64.0 3.0 30.1 65.1 64.4 56.1
Oct 25.1 72.2 27 22.4 61.2 61.9 58.1

Nov 264 70.3 33 231 61.5 63.2 58.6

Dec 238 74.0 23 215 60.8 64.0 57.3

2014 Jan 314 64.4 41 273 63.6 63.9 57.3
Feb 16.9 80.2 2.9 14.0 57.0 57.7 55.0

The rate of input cost inflation slowed sharply in Northern Ireland during
February, and was the weakest since July 2012. The rate of inflation was : : :
also much slower than the series average. That said, input prices still rose - : : :
solidly over the month and at a slightly faster pace than the UK average. :

Where input costs did increase, a number of respondents linked this to 70
higher wages. The main impetus for the slowdown in inflation came from .
the service sector where the rise 60 7-i"
in costs was the weakest since ; ;
Construction Manuf-  Services 50
June 2012. Manufacturers posted acturing
t2hoe slow;ehst rlseh.lln |r.1pr|1tt.pr|cesI N 93 Dec 63.8 68.2 618 40 : : : : : : : : :
months, while inflation also . . . . . . . . hction
X “14 Jan 648 623 640 - : - - : - - fiCenstuction

eased in the construction and 30 Wmmmmmmmmmmr
I’eta” SeCtOI‘S_ Feb 63.3 58.5 55.7 2003 | 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Prices Charged

Q. Are the average prices charged for goods and services by your company higher, the same or lower this month than one month ago?

A E A A A A I E R R L
Higher Same Lower Net Index S.Adj'd S.Adj'd I : I I : I I : I I : :

% % % +/- 50=nochg  Index Index

2013 Sep 118 83.5 4.6 7.2 53.6 54.0 51.7
Oct 125 82.4 5.1 75 53.7 54.7 52.7

Nov 76 86.1 6.4 1.2 50.6 52.2 53.2

Dec 9.7 85.6 4.7 5.1 52.5 53.7 53.1

2014 Jan 15.5 77.6 6.9 8.7 54.3 53.6 53.3
Feb 7.6 83.0 9.4 -1.8 49.1 49.0 52.2

Northern Ireland private-sector firms lowered their output prices during
February, ending a seven-month sequence of inflation. Although only
slight, the reduction in selling prices in Northern Ireland contrasted with
a modest increase at the UK level. Panellists mentioned competitive
pressures and attempts to gain more business as factors leading to the fall
in output prices. Sector data suggested that the overall decrease in prices
charged was largely centred on

services companies where output Construction Manuf- Services
prices fell for the first time since acturing

Ia§t Augus.t. Elsewhere, selling 13 Dec 505 549 532
prices contmueq to rise, and e\{en 4 Jan 53.3 53.8 52.7
at faster rates in the construction

and retail sectors. Feb 54.8 51.2 46.3 2003 | 2004 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 2012 | 2013
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New EXpOrt Business* Is the level of new export business at your company higher, the same or lower this month than one month ago?

50 = no change on previ month y

Higher Same Lower Net Index S.Adj'd
% % % +- 50=nochg Index

2013 Sep 27.1 54.2 18.8 8.3 54.1 524

Oct 14.3 73.0 12.7 1.6 50.8 50.2

Nov  23.6 62.1 14.3 9.3 54.6 53.3

Dec 223 60.8 16.9 5.4 52.7 54.0
2014 Jan 18.6 69.9 11.6 7.0 53.5 53.9

Feb 19.2 69.9 10.9 8.3 54.1 52.5
New export orders increased again at Northern Ireland companies during February,
and have now risen in eight consecutive months. The rate of expansion remained solid,
despite easing slightly. Panellists indicated that a general improvement in economic latg it st @ Glslinls

20
conditions had contributed to growth of new business from abroad. 2003|2004 | 2005 | 2006 | 2007 [ 2008 | 2009 [ 201012011 | 201212013

Regional Comparisons: Output / Business Activity

The graph below shows the regional PMI Output Indexes for the UK. An average of the latest Share of UK PNl Output Index

three months is used (see also the table to the right). All 12 UK regions registered solid GVA, 2012 Last 12 Latest 3 Latest

expansions of business activity in the three months to February. Output growth was fastest in (National Statistics) months months month

the West Midlands and South West, while Scotland posted the slowest pace of expansion. A London (22.8%) 59.4 58.9 59.5

sharp increase in activity was recorded in the Republic of Ireland. South East (14.9%) 58.5 60.5 60.0
North West (9.6%) 58.3 58.3 57.0

50 = no change on previous month (3-month ave.)

East of England  (8.6%) 57.0 59.2 58.1
Scotland (7.8%) 55.4 55.5 55.2
South West (7.5%) 58.1 61.4 59.0
West Midlands ~ (7.2%) 57.4 61.6 62.2

Yorks & Humber ~ (6.9%) 57.2 57.2 58.1
East Midlands (5.9%) 57.3 57.1 55.7
Wales (3.5%) 575 58.6 59.2
North East (3.1%) 54.6 58.0 56.6

N.Ireland (2.2%) 5518 58.3 58.1
QS SN (F & E & UK (100.0%) 57.8 59.0 58.6

< > oS NR\a N NS
ST TS TS Rep.oflreland  n/a 54.8 572 551
Regional Comparisons: Employment
The graph below shows the regional PMI Employment Indexes for the UK. An average of Share of UK PMI Employment Index

the latest three months is used (see also the table to the right). Higher staffing levels were GVA 2012 Last 12 Latest 3 Latest
recorded across all 12 UK regions on average in the three months to February. The South (National Statistics) ~ months months month
West registered the strongest pace of job creation, while the weakest rise in workforce London (22.8%) 54.2 574 56.4
numbers was in the East Midlands. The Republic of Ireland posted a faster increase in South East (14.9%) 53.3 55.3 54.9

employment than the UK. ) ' ' '
~ N ) N N North West (9.6%) 53.6 56.5 58.3
;(é_ no change on previous month (3-month ave.) East of England (8.6%) 536 553 56.2
Scotland (7.8%) 52.6 53.0 55.2
56 South West (7.5%) 54.3 57.7 55.7
West Midlands ~ (7.2%) 54.0 53.2 52.8
54 Yorks & Humber ~ (6.9%) 513 54.1 55.7
52 East Midlands (5.9%) 51.3 51.7 52.7
Wales (3.5%) 52.3 52.1 52.5
50 North East (3.1%) 51.4 53.1 54.9
N.Ireland (2.2%) 51.1 54.3 53.4
48 UK (100.0%) 53.3 55.6 56.0

S K D P SN (FR & & E @ @

VWSS S (T W@ TS Y S Rep.oflrland  nja 54.1 561 573

The Purchasing Managers' Index® (or PMI®) surveys are monthly surveys of  seasonally adjusted to take into consideration expected variations for the time of
carefully selected companies which provide an advance indication of what is  year, such as summer shutdowns and national holidays.

happening in the private sector economy by tracking variables such as output, new  Sector data published in the Ulster Bank Northern Ireland PMI report are intended
orders, employment and prices across both manufacturing and service sectors. to give a indication of underlying trends in the manufacturing, services and
Index numbers are calculated from the percentages of respondents reporting an  construction industries within the Northern Ireland private sector economy. Data
improvement, no change or decline on the previous month. These indices vary  at the sector level are more volatile than the headline total private sector economy
between 0 and 100 with readings of exactly 50.0 signalling no change on the figures, and month-on-month movements in the sector data should therefore be
previous month. Readings above 50.0 signal an increase or improvement; readings  treated with a degree of caution.

below 50.0 signal a decline or deterioration. The greater the divergence from 50.0,

the greater the rate of change (expansion or contraction) signalled. The indices are ~ *Exports are defined as sales outside of the United Kingdom.

Ulster Bank is a member of The Royal Bank of Scotland Group. Ulster Bank  and wide ranging capability means we can deliver for our customers, whatever

acts as a full service institution to its customer base, providing an extensive range  their business may be.

of retail banking, business banking, investment banking and capital markets

services to corporate, personal and institutional clients. ) Markit Economics is a specialist compiler of business surveys and economic
Our focus is firmly centred on our customers. Eyer?/ business customer indices, including the Purchasing Managers' Index (PMI) series, which is now

benefits from access to a dedicated, professional and highly trained relationship  available for 32 countries and also for key regions including the Eurozone. They

manager. Their role is to gain a genuine understanding of our customers’ business  are the most closely-watched business surveys in the world, favoured by central

needs and provide dedicated financial information and assistance. banks, financial markets and business decision makers for their ability to provide

We work together to achieve business success, no matter how simple or  yp-to-date, accurate and often unique monthly indicators of economic trends.
complex our customers’ requirements. A combination of size, financial strength

The Northern Ireland PMI® is issued exclusively for the general information of clients,  preparation of this publication, no representation or warranty is made or given in respect
contacts and staff of Ulster Bank. The contents are not a substitute for specific advice and  of its contents and no responsibility is accepted for the consequences of any reliance
should not be relied upon as such. Accordingly, whilst every care has been taken in the  placed on it by any person.

All Intellectual Property Rights owned by Markit Economics Limited 4 compiled by markit
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PMI Surveys

Purchasing Managers’ Indexes (PMls) are monthly surveys of private sector companies
which provide an advance indication of what is happening in the private sector economy
by tracking variables such as output, new orders, employment and prices across different
sectors.

Index numbers are calculated from the percentages of respondents reporting an
improvement, no change or decline on the previous month. These indices vary from 0O to
100 with readings of 50.0 signalling no change on the previous month. Readings above
50.0 signal an increase or improvement; readings below 50.0 signal a decline or
deterioration. The greater the divergence from 50.0 the greater the rate of change
(expansion or contraction). The indices are seasonally adjusted to take into consideration
expected variations for the time of year, such as summer shutdowns or holidays.

< 50.0 = Contraction 50.0 = No Change > 50.0 = Expansion

Data at a sector level are more volatile and 3-month moving averages have been used to
more accurately identify the broad trends.
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Global Output - PMI

Source: Markit Economics N
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Eurozone PMis: Output
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PMIs: Manufacturing Output February 2014

UK, NI & Rol

Source: Markit Economics Output Indices,
*January. For the US ISM is used.
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UK
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PMiIs: Services Output February 2014
— S
N

Source: Markit Economics Output Indices, *
US Non-manufacturing which is wider than
services
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Composite PMIs

(Manufacturing & Services * Excludes Construction**)
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Composite PMIs

(Manufacturing & Services * Excludes Construction*)
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Manufacturing PMIs
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Composite PMIs
(Manufacturing & Services * Excludes Construction*)
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Australia - PMI
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Private Sector Business Activity - PMIs

*PMI Surveys Exclude Agriculture & Public Sector**
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NI Private Sector Output Index Versus NI PMI

PSO Q/IQ% —=— NICEI Left Hand Scale — PMI Right Hand Scale PMI
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NI Private Sector Performance (PMlI)

PMI Index
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NI Private Sector Activity

Monthly
70 -
— Business Activity —=— New Business Employment
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Private Sector New Orders

Monthly
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Private Sector Backlogs
3 month moving average
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NI New Export Business
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BMI Index NI Employment: PMIv QES*
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Private Sector Employment Levels
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NI Private Sector Profit Squeeze
3 Month Moving Average
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Output / Business Activity

February 2014
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Output / Business Activity
3 months to February 2014
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Output / Business Activity
12 months to February 2014

PMI Index
50 = No change
65 T
60
55.3
m
55 - X
QD
>
g.
50 ] }
O
(@]
>
45 + 2
=
Source: Markit Economics & Ulster Bank NI PMI v >
40 C
Lon SE NW SW UK Wal WM EM Y&H East Scot NI NE Rol

> RBS



> Ulster Bank

Employment Levels
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Employment Levels

12 Months to February 2014
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UK Business Activity / Output - PMIs

70

— Services —=— Manufacturing Construction

uoisuedx3

uolloeiiuod

Source: Markit Economics

20 \ \ \ \ \ \ \ \
Feb-06 Feb-07 Feb-08 Feb-09 Feb-10 Feb-11 Feb-12 Feb-13 Feb-14

> RBS



> Ulster Bank

UK GDP versus UK Composite PMI

PMI Index UK Composite includes Construction GDP Q/Q
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Rol Business Activity - PMIs

Monthly
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smiindex NI Private Sector Business Activity (PMI)
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Northern Ireland Private Sector Output

3 month moving average
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NI PMI - Employment Index

3 month moving average
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NI Manufacturing Activity - PMI

3 month moving average
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Manufacturing Output
3 month moving average
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Manufacturing New Orders
3 month moving average
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Manufacturing Output - PMI
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NI Manufacturing Input & Output Inflation

3 month moving average
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NI Manufacturing Employment: PMIv QES* QQ
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NI Service Sector (excludes Retail)

3 month moving average
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Services Output (excluding Retail)
3 month moving average
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Services New Orders (excluding Retail )

3 month moving average
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NI Services Input & Output Inflation

3 month moving average
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Services Employment

3 month moving average
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oMl Index NI Services Employment: PMI v QES* QIQ
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Northern Ireland Retail PMI

3 monthly average
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NI Retail Input & Output Inflation

3 month moving average
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NI Construction PMI

3 month moving average
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NI Construction Sector Profits Squeeze

3 month moving average
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Construction Sector Output - PMI

3 month moving average
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Construction Sector New Orders - PMI

3 month moving average
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UK Construction Activity - PMIs

3 month moving average
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Republic of Ireland Construction Activity - PMI

3 month moving average
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This document is intended for clients of Ulster Bank Limited and Ulster Bank Ireland Limited together and separately, "Ulster Bank~ and is
not intended for any other person. It 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 recipients 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) derivatives 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.

Calls may be recorded.
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