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Business activity down at the sharpest rate in

nearly three years

March data highlighted a steep and accelerated
decline in Northern Ireland private sector activity,
largely in response to lower levels of incoming
new business. This was also cited by panellists as
the main factor behind a considerable reduction in
backlogs of work and a fourth successive month
of job shedding. Meanwhile, strong cost inflation
was again absorbed by businesses as charges
were reduced for the second month in a row.

Sharp decline in business activity
Northern Ireland private sector firms registered
another sharp decrease in business activity
at their units during March, with the pace of
contraction the fastest in almost three years. The
latest decline in private sector output was the
fourth in as many months, and contrasted with
growth at the UK-wide level. Sector data showed
business activity falling across all four monitored
sectors in March, with the sharpest decline seen
in construction. Where a reduction in output was
recorded, survey participants commented on
falling new business.

The rate of reduction in new orders was the
sharpest since August 2011, and mainly reflected
a general reluctance among clients to commit
to new projects in the face of tough economic
conditions.

Job shedding persists

A further fall in new business enabled companies
to complete work-in-hand (but not yet completed)
in March. The rate of backlog depletion was
substantial, and accelerated to the steepest in 20
months. Moreover, the month-on-month decline
in the index measuring trends in outstanding
business was the largest recorded by the series
to date.

Companies responded to lower workloads by
shedding jobs at a solid rate in March. In contrast,
employment growth was recorded across the
UK economy as a whole. By sector, construction
firms again recorded the sharpest pace of job
shedding.

Input cost inflation remains strong
Average input costs rose strongly in March, with
the rate of inflation little—changed on February’s
three-month high. Anecdotal evidence provided
by survey respondents suggested that higher fuel
costs were the main driver of inflation in the latest
survey period.

In spite of higher input costs, output prices
set by Northern lIreland private sector firms
fell for a second successive month in March.
Companies that reported a decrease in selling
prices commented on ongoing efforts to stimulate
new business. However, the rate of output price
discounting was marginal, and slower than one
month previously.
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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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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.Adjd S.Adjd : : : : : : " UK Private Sector
% % % +- 50=nochg Index Index VT AN T K/s """" RN o A 1|60
2011 Oct 258 484 25.8 0.0 50.0 47.9 51.0 : )
Nov 231 50.7 26.2 -3.1 48.4 50.0 51.2
Dec 185 51.7 29.8 1.3 44.4 46.2 53.3
2012 Jan 155 485 36.0 -20.6 39.7 46.4 55.3
Feb 210 49.3 297 -8.7 456 45.3 53.8
Mar 165 486 34.8 183 409 40.1 55.3

Business activity in the Northern Ireland private sector fell sharply in
March, with almost 35% of panellists noting a decline from one month
ago. This compared to 17% that recorded a rise. Consequently, the
latest seasonally adjusted Business Activity Index reading signalled the
steepest pace of reduction in nearly three years. Anecdotal evidence
provided by survey respondents suggested that reduced private sector
outputreflected lower levels of new

work. Sector data showed activity Construction Manuf-  Services
falling across all four monitored acturing

sectorg, with the shgrpest deglme 92 Jan 245 297 396 : . : : : : . .
seen in construction. Retailers Feb 39.4 46.3 451 : : : : : © Construction
meanwhile recorded the first fall ’ ’ ’ 20
in activity since last November. Mar 384 437 408

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?

2003 2004 2005 2006 2007 2008 2009 2010 2011

'''''''''''''''''''''''''''''''''''''''''''''''''' 70
Higher Same Lower Net Index S.Adj'd S.Adj'd e As ‘\ eeeaes R s st e UK ,Rriva,t,e:,Sectqr, | 60
% % % +-  50=nochg Index Index _\ /W W NS \: ' : : :
& " . " . \ 0 \
2011 Oct 22.6 51.7 25.7 -3.1 48.5 47.4 51.5 : : : : : . : : 0 -
Nov 246 46.8 28.6 4.1 480 49.6 51.6 ' ' ' ' : ' \ '
Dec 171 53.8 29.1 -12.0 44.0 4741 53.5
2012 Jan 147 50.6 34.7 -20.0 40.0 46.7 54.3
Feb 191 50.6 30.4 -11.3 44.4 43.7 52.6
Mar 175 49.3 33.2 -15.7 422 4.3 54.3

After adjusting for seasonal factors, the New Business Index posted below
the neutral 50.0 threshold in March, signalling a steep drop in new orders
placed at Northern Ireland private sector firms. Moreover, the latest index
reading was the lowest since August last year. In contrast, growth of new
business was recorded across the UK economy as a whole. Panellists
mentioned that clients were reluctant to commit to new projects in the face . ;
of poor economic conditions. For Manufacturing /
the second month in succession, Construction Manuf- Services T SRR SR AR S AR SR N
all  four monitored sectors acturing : : : : : :
recqrded lower Igvels' of New 45 Jan 43.9 493 44.8 30
business. Construction firms again Feb 363 44.1 46.6

registered by far the sharpest rate 20 Wwwmwwwww : ' ' : . ; ; " "
of contraction. Mar 34.8 43.8 432 2003 2004 2005 2006 2007 2008 2009 2010 2011
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?

Construction

eogeasooes Tt Tt pes Pttt T R D 7| 70
Higher Same Lower Net Index S.Adjd S.Adjd
% % % +/- 50=nochg  Index Index
2011 Oct 16.8 60.9 22.3 5.5 47.3 471 41.7
Nov  16.8 55.1 28.1 -11.3 44.3 45.0 45.8
Dec 110 60.4 28.6 -17.7 412 43.2 47.2
2012 Jan 13.9 55.3 30.8 -16.9 416 44.4 48.3
Feb 9.4 62.5 28.1 -18.7 40.7 4.2 475
Mar 109 516 375 -26.5 36.7 35.4 48.4

Lower new order levels was the key factor behind falling outstanding
business in March, as spare capacity remained prevalent in the Northern
Ireland private sector. Volumes of work-in-hand were depleted for the
fifty-third month in succession, and at the fastest rate since July 2010.
Additionally, the seasonally adjusted Backlogs of Work Index posted its
largest month-on-month decline in the series history. Conversely, the rate
of backlog clearance at the UK-
wide level eased to only a modest Construction Manuf- Services
rate. By sector, construction firms acturing
recorded the strongest reduction :
in outstanding buginess during 12 Jan 425484 398 1 1 1 1 : 1 5 cOn;tructi;:
Feb 37.4 43.9 39.3 \ \ \ \ \ 0 i i 0

the month, followed closely by 2owrwrwmrmwﬁwﬁw
manufacturers. Mar 33.1 35.9 40.0 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 [ 2010 | 2011
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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 T T S S e S S L
Higher Same Lower Net Index S.Adj'd S.Adj'd
% % % +-  50=nochg Index Index :
2011 Oct 121 754 12.4 0.3 499 495 49.9 UK PrivateiSector
Nov 15.7 70.1 14.2 15 50.8 51.2 48.3 Pamu A ‘-— 50
Dec 57 785 158  -101 449 469 503 ',A/w v
2012 Jan 6.1 74.7 19.2 -13.1 435 455 51.6 ] ] ] ] | |
Feb 46 82.7 12.8 -8.2 459 46.6 50.8 ' ' . ' UV 40
Mar 71 79.4 13.5 6.5 46.8 46.6 51.4 | | | | |
Companies operating in the Northern Ireland private sector reduced their
staff numbers for the fourth successive month in March, and predominantly 70r"
linked this to a further drop in workloads. Jobs were cut by almost 14%
of survey participants, compared to 7% that noted a rise. In contrast, 60
employment growth was recorded at the UK-wide level. The seasonally
adjusted Employment Index was at a level consistent with a solid rate 50

of job shedding. Moreover, in Q1

the index averaged its lowest Construction Manuf- Services 40
quarterly reading since Q2 2011. acturing : : : : : :
Construction firms noted the 30 - - : . . : -4
12 Jan 46.0 47.2 443 g g g g g g G g b
steepest decline in headcounts of : . . . . . : ,' : Constryction
. ) Feb 41.6 47.9 471 ] ] g
all monitored sectors in the latest 20
SLIr'Vey periOd. Mar 41.9 45.6 49.1 2003 2004 2005 2006 2007 2008 2009 2010 2011

Input Costs

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

Higher ~ Same  Lower  Net  Index  SAdid  S.Adjd § WD
% % % +- 50=nochg  Index Index :
2011 Oct 364  61.7 1.9 346 673 665 57.7
Nov 351 618 30 321 661 679 57.6
Dec 240 720 40 200 600 650 57.9
2012 Jan 266 702 32 234 617 645 55.2
Feb 386 580 34 31 676 659 56.7
Mar 380 585 35 345 673 657 57.6

After adjusting for seasonal factors, the seasonally adjusted Input Prices
Index was little changed in March, signalling a further substantial rise
in average input prices. The index was again much higher than the UK
equivalent (57.6). Exactly 38% of surveyed businesses registered higher
average costs from one month earlier, with a considerable proportion of
these linking the increase to higher fuel costs. In comparison, just 4% of
companies mentioned a reduction.

Construction firms noted a spike Construction Manuf- Services
in input cost inflation to the highest acturing

of all monitored sectors .m March. 92 Jan 65.5 66.5 60.1 ; : . : : :
Manufacturers and retailers also Feb 638 67.5 65.1 ; : ; ; ; ] qonst,ucﬁon

recorded particularly marked rates 30 WWWWWW
of input price inflation. Mar 71.8 69.2 60.3 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011
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?

T SN R - T A ‘R S
Higher Same Lower Net Index S.Adjd S.Adj'd : :
% % % +- 50=nochg  Index Index """" """" """" L """" u I-('ﬁfn-léié's'eb-téf' 60
2011 Oct 133 709 15.8 25 48.7 50.1 493 : Jn /“A, \ : »!.'\f\ﬂw \ : -
Nov 117 750 183 -5 492 499 50.2 L2~ ; yaliin ; ; oY .
Dec 69 795 136 67 466 495 50.1 v. V4 Y
2012 Jan 155 73.2 113 42 52.1 50.9 49.9 ' : ' ' ; ' ' f :
Feb 126 664 210 83 458 474 492 b R S SRRk ML oo SN0
Mar 141 709 150 10 495 490 515 : : : . NiPrivateSector ¥ : : -
Northern Ireland private sector companies reduced their average tariffs == : : : : ;
during March as part of ongoing efforts to stimulate new business. The 70
reduction in output charges was the second in as many months, and
contrasted with inflation recorded across the UK economy as a whole. 60
However, with a number of survey respondents passing on at least part of
input cost rises to their clients, the overall decrease in selling prices was 50
only marginal. Construction firms
and service providers recorded Construction Manuf- Services 40
lower average tariffs during the acturing
gm;nth, a;fordmg t? Ia;test secto(; 12 Jan 426 570 46.8 30
ata, while manufacturers an
. . . Feb 435 53.1 433
retailers reportedly raised their 20
charges on average. Mar 41.5 52.5 45.7 2003 2004 2005 2006 2007 2008 2009 2010 2011
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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

Higher Same Lower Net Index S.Adj'd

% % % +- 50=nochg  Index

2011 Oct 225 49.7 27.8 5.3 474 46.6
Nov 215 47.8 30.8 9.3 45.4 46.3

Dec  10.0 45.6 44.3 -34.3 32.9 39.2

2012 Jan 19.3 48.4 32.3 -13.0 435 45.5
Feb 229 46.2 30.9 -8.0 46.0 44.8

Mar 117 61.2 271 -15.4 423 43.2

The level of new export business placed at Northern Ireland private sector firms
fell further in March. Moreover, the seasonally adjusted New Export Business Index
dropped to a three-month low, a level indicative of a sharp pace of reduction in new
export orders. Anecdotal evidence suggested that falling export sales reflected weak
demand from external markets.

Regional Comparisons: Output / Business Activity

Increasing rate of decline

ZOWWWWWWWWWW
2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011

The graph below shows the regional PMI Output Indexes for the UK. An average of the Share of UK PMI Output Index
latest three months is used (see also the table to the right). The West Midlands was by GVA, 2010 Last 12 Latest 3 Latest
far the best performing UK region on average in the first quarter of 2012, while London (National Statistics) ~ months months month
also saw a relatively strong rise in private sector output. Northern Ireland was the only UK London (21.5%) 54.7 56.9 58.2
region to record a reduction in business activity in the three months to March. Meanwhile, South E o
the Republic of Ireland registered a marginal expansion of output over the first quarter. outh East (14.7%) 535 554 55.1
50 = no change on previous month (3-month ave.) North West (9.5%) 53.6 55.2 53.2
60 """ T T gt T T T T T T East of England ~ (8.7%) 52.7 54.8 53.8
S Scotland (8.3%) 525 525 54.1
567 N ey T T South West (7.7%) 51.7 510 533
5‘2‘ _______________________ West Midlands ~~ (7.3%) 55.4 593 60.0
go Yorks & Humber  (7.0%) 534 545 535
AB - East Midlands (6.4%) 54.2 55.4 53.9
A6~ - e Wales (3.6%) 50.5 51.1 52.3
D e North East (3.2%) 514 50.5 481
42 N.Ireland (2.2%) 455 43.9 401
S & & F SO \é@*’eﬁ\ & F S ¢ UK (100.0%) 53.3 54.8 55.3
Rep. of Ireland n/a 50.3 50.3 51.7
Regional Comparisons: Employment
The graph below shows the regional PMI Employment Indexes for the UK. An average Contribution to UK PMI Employment Index
of the latest three months is used (see also the table to the right). In line with the trend Employment, 2008 Last 12 Latest 3 Latest
for output, jobs growth was strongest in the West Midlands during the three months to (National Statistics) ~ months months month
March, followed by the East Midlands. Across the UK regions, only London and Northern o
Ireland posted lower staffing levels. Moreover, the rate of job shedding in the latter was South East (14'6°/°) 515 522 519
sharper than that seen across the Republic of Ireland in the latest three-month period. London (12.3%) 49.5 48.7 48.7
50 = no change on previous month (3-month ave.) North West (10.9%) 49.8 50.0 494
East of England  (9.6%) 51.6 52.0 51.7
Scotland (8.7%) 50.7 51.7 524
South West (8.6%) 50.6 51.1 50.9
West Midlands ~ (8.6%) 53.7 54.3 54.8
Yorks & Humber  (8.2%) 50.7 53.4 50.7
48 East Midlands (7.3%) 53.6 53.8 54.5
Wales (4.6%) 47.9 50.0 50.7
TS R North East (3.9%) 52.3 51.8 50.3
a4 N.Ireland (2.7%) 47.5 46.2 46.6
F & & «F ®o°\ o .@\g’ 323‘ @ée & es@ N UK (100.0%) 50.3 51.2 51.4
N < Rep. of Ireland n/a 48.0 48.4 51.1

Purchasing Managers’ Indexes® (or PMIs®) are monthly surveys of carefully
selected 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 both manufacturing and service sectors.

Index numbers are calculated from the percentages of respondents reporting an
improvement, no change or decline on the previous month. These indices vary
between 0 and 100 with readings of exactly 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) signalled. The indices are

Ulster Bank is a member of The Royal Bank of Scotland Group. Ulster Bank
acts as a full service institution to its customer base, providing an extensive range
of retail banking, business banking, investment banking and capital markets
services to corporate, personal and institutional clients.

Our focus is firmly centred on our customers. Every business customer
benefits from access to a dedicated, professional and highry trained relationship
manager. Their role is to gain a genuine understanding of our customers’ business
needs and provide dedicated financial information and assistance.

We work together to achieve business success, no matter how simple or
complex our customers’ requirements. A combination of size, financial strength

The Northern Ireland PMI® is issued exclusively for the general information of
clients, contacts and staff of Ulster Bank. The contents are not a substitute for
specific advice and should not be relied upon as such. Accordingly, whilst every
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seasonally adjusted to take into consideration expected variations for the time of
year, such as summer shutdowns and national holidays.

Sector data published in the Ulster Bank Northern Ireland PMI report are intended
to give a indication of underlying trends in the manufacturing, services and
construction industries within the Northern Ireland private sector economy. Data
at the sector level are more volatile than the headline total private sector economy
figures, and month-on-month movements in the sector data should therefore be
treated with a degree of caution.

*Exports are defined as sales outside of the United Kingdom.

and wide ranging capability means we can deliver for our customers, whatever
their business may be.

Markit Economics is a specialist compiler of business surveys and economic
indices, including the Purchasing Managers' Index (PMI) series, which is now
available for 32 countries and also for key regions including the Eurozone. They
are the most closely-watched business surveys in the world, favoured by central
banks, financial markets and business decision makers for their ability to provide
up-to-date, accurate and often unique monthly indicators of economic trends.

care has been taken in the preparation of this publication, no representation
or warranty is made or given in respect of its contents and no responsibility is
accepted for the consequences of any reliance placed on it by any person.
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