10th September 2012

The Ulster Bank Northern Ireland PMI®
(Purchasing Managers' Index®) is
produced by Markit Economics.

The report features original survey data
collected from a representative panel of
companies based in Northern Ireland and
operating in the manufacturing, service,
construction and retail/wholesale sectors.

Ulster Bank Ireland Limited,
Registered in Republic of Ireland
No 25766 Registered Office:

Ulster Bank Group Centre
George's Quay
Dublin 2

Ulster Bank Ireland Limited is regulated
by the Irish Financial Services Regulatory
Authority.

Calls may be recorded.
For further information please contact:

Richard Ramsey

Chief Economist, Northern Ireland

Ulster Bank Group

Tel: +44 (0)28 9027 6354

Mobile: +44 (0)7881 930955

Email: richard.ramsey@ulsterbankcm.com
Web: www.ulsterbankcapitalmarkets.com

Markit Economics

Henley on Thames
Oxon RGY 1EL, UK

Tel: +44 1491 461000
Fax: +44 1491 461001

e-mail: economics@markit.com

The Ulster Bank Northern Ireland PMI®
is produced by Markit Economics, an
independent research company that
produces highly-regarded surveys of
business conditions in nations around the
world.

Ulster Bank and Markit Economics
acknowledge the support of CIPS in the
production of this report.

THE
CHARTERED INSTITUTE OF
PURCHASING & SuppLy ®

The intellectual property rights to the Northern Ireland
PMI provided herein is owned by Markit Economics
Limited, Ulster Bank use the above marks under licence.
Markit and the Markit logo are registered trade marks of
Markit Group Limited. Any unauthorised use, including
but not limited to copying, distributing, transmitting
or otherwise of any data appearing is not permitted
without Markit's prior consent. Markit shall not have any
liability, duty or obligation for or relating to the content
or information (“data”) contained herein, any errors,
inaccuracies, omissions or delays in the data, or for any
actions taken in reliance thereon. In no event shall Markit
be liable for any special, incidental, or consequential
damages, arising out of the use of the data.

> Ulster Bank

Ulster Bank Northern Ireland PMI®

Business activity down at sharpest rate in three

months

August data from Ulster Bank showed Northern
Ireland private sector output and new business
both falling at accelerated rates. Spare capacity
remained evident, with backlogs of work
decreasing sharply, which in turn contributed to
another month of job shedding. On the price front,
output charges fell sharply in August, despite a
stronger rise in average input costs.

Activity down sharply

Business activity in the Northern Ireland private
sector decreased for the ninth month running in
August, with the pace of reduction accelerating
markedly since July. Moreover, the latest decline
in activity was steep, and the sharpest in three
months. Behind the overall drop in private sector
output was a continued fall in new order intakes.
The rate of decline in new work was sharp, and
the fastest since June. Where a reduction in new
order levels was recorded, survey respondents
commented on fragile underlying demand
conditions.

Job shedding continues

Northern Ireland private sector companies
reported a ninth successive monthly reduction in
staff numbers, with the rate of contraction little-
changed since July. Job shedding was primarily
achieved through the both non-replacement of
departing staff and redundancies, according to
survey respondents.

August data signalled a further decline in
outstanding business volumes held at private
sector firms, with the rate of backlog depletion
remaining sharp and faster than the UK economy
average. Where a fall in work-in-hand (but not yet
completed) was reported, panellists linked this
to reduced new order intakes and corresponding
spare capacity.

Input cost inflation accelerates

Average cost burdens faced by Northern Ireland
private sector companies increased again in
August, extending the current period of inflation
to 42 months. Additionally, the latest increase was
sharp, and the strongest since May. Almost one-
quarter of survey respondents reported a rise
in costs, which many attributed to higher prices
paid for a range of raw materials. There were also
reports of increased fuel costs.

In line with the trend observed since February,
prices charged by private sector firms decreased
in August. The rate of output price discounting was
strong, and markedly quicker than in July. This
occurred despite strong cost rises, as competition
for new business continued to limit firms’ pricing
power.
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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.Adj'd S.Adj'd
% % % +- 50=nochg  Index Index
2012 Mar 16.5 48.6 34.8 -18.3 40.9 40.1 55.2
Apr 24.4 475 28.1 -3.7 48.2 454 53.1
May 184 472 34.4 -16.0 42.0 40.9 52,5
Jun 17.2 52.9 29.9 -12.6 437 43.6 51.0
Jul 12.7 56.7 30.6 -17.8 4141 47.4 49.5
Aug 18.1 46.4 35.5 -17.4 413 424 52.2

Business activity in the Northern Ireland private sector decreased further

during August, with almost 36% of survey respondents signalling a

reduction since the month before. This compared to 18% that noted an :

increase. The seasonally adjusted Business Activity Index was at a level 60 [

indicative of a sharp rate of decline in private sector output that was the

steepest since May. Where a drop in business activity was recorded, 50

survey participants commonly

mentioned falling new orders. Construction Manuf-  Services 40

Activity levels decreased across acturing

all four ses:tors monltorgd by. the 12 Jun 397 44.0 2410 307 ; : : ; : : :
survey, with construction firms Jul 40.0 50.3 46.3 : : : : : : Gonstruction
again registering the sharpest rate ’ ’ ’ 20

of decline overall. Aug 34.9 45.0 46.6 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 [ 2010 | 2011 2012

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 IR W I Lemsgebennnnd DU UK Private Sector | o
% % % #-  So=nochg Index Index ~ /ﬁﬂ'\ w ‘/\5 AN e |
& N v L . v .
2012 Mar 175 49.3 332 -15.7 422 M3 54.2 : : : - : : : : :
Apr 192 53.6 27.2 -8.1 46.0 42.4 53.1 : : : : : : \ :
May  17.4 46.3 36.3 -19.0 405 39.6 523
Jun 199 432 36.9 174 45 4.8 50.2
Jul 164 54.1 29.6 -13.2 434 479 49.9
Aug 184 457 35.9 175 4.2 423 51.3

The level of new business placed at Northern Ireland private sector firms
continued to decrease during August. The seasonally adjusted New
Business Index dropped sharply from July’s eight-month high, to signal a
substantial rate of decline in new orders. In contrast, growth of new work
was recorded across the UK economy as a whole. Anecdotal evidence
provided by survey respondents suggested that the latest decrease in new
business reflected fragile market /
demand. Latest data showed new Construction Manuf-  Services D R N i N X ]
order volumes falling across all acturing : : : : : :
momtored sectors.l Construction 775 Jun 38.4 444 38.9 30
firms noted a particularly sharp Jul 37.7 517 478

decline, while a renewed fall was 20 Wmmmmwmmmm
seen in manufacturing. Aug 41.0 44.2 46.7 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 [ 2012
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?

Manufacturing

. o
Construction

STATT TNttt Voot vTTTT T g0 S aTeeTEegTEeeEegTEe| T
Higher Same Lower Net Index S.Adj'd S.Adj'd : : : : : : : : : :
% % % +-  50=nochg Index Index i i B fo====s Lo ge====d =seeed A I
2012 Mar 109 516 375 265 367 35.4 484 ' ' ' ' g g UK Private Sector
Apr 186 575 239 5.3 473 436 4838 ; Mo
May 9.0 59.1 31.9 229 385 384 477 (
Jin 123 588 291 -168 416 412 471
Jl 84 57.2 345 261 369 378 455
Aug 105 533 362 258 371 37.9 468

After adjusting for seasonal variation, the Backlogs of Work Index
posted below the neutral level of 50.0 in August, signalling a fifty-eighth
successive month of backlog depletion. The rate of decline in outstanding
business was substantial, and little changed since the month before. In
addition, the latest decrease in work-in-hand was much stronger than at
the UK-wide level. Companies commented on lower levels of incoming
new business and corresponding

spare capacity at their units. Construction Manuf- ~ Services

The rate of backlog depletion acturing g X

in the construction sector was 5 Jo 338 4041 434 : : : : ; : : : :
particularly strong during the E E E E E : . Construction

Jul 33.8 41.2 37.4

month, according to latest sector 20 WWTWWWWWW
data. Aug  30.1 39.0 441 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012
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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 N S e e B kL
Higher Same Lower Net Index S.Adj'd S.Adj'd 0 0
% % % +-  50=nochg  Index Index ATttt 60
2012 Mar 7.1 79.4 135 65 46.8 46.6 51.4 ; I AT Sy
Apr 8.1 83.0 9.0 -0.9 49.6 487 51.8 L MM
May 9.5 759 146 51 474 471 514 : ; : WM w
Jun 8.4 79.3 124 -4.0 48.0 47.0 50.5 g ] ] Ao 0 |
Jul 55 83.6 11.0 5.5 473 47.8 5.4 TTTTTTIT TTTITT T T Tem o DR | / 40
Aug 9.2 76.8 14.0 -4.8 47.6 471 51.4 \ 0
Staff numbers in the Northern Ireland private sector declined in !
August, with seasonally adjusted Employment posting below the 700
neutral 50.0 threshold for the ninth month running. In contrast, jobs
growth was recorded across the UK economy as a whole. The rate of 60
job shedding was moderate, but quickened since July. Of those firms
that recorded a decline in employment since the month before (exactly 50

14%), many linked this to falling

new work. Employee numbers Construction Manuf-  Services el
fell in three of the four monitored acturing
sectors, with manufacturing the 30

! 12 Jun 42.3 44.8 47.2 : : : : . . ion
exception. Even here, however, : : : : : : i Construction

. Jul 44.7 484 46.6 8 8 8 8 8 ] . . .

employment was little-changed 20
SinCe July AUQ 429 50.1 44.4 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

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 S.Adj'd S.Adj'd

% % % +- 50=nochg  Index Index

2012 Mar 380 58.5 35 345 67.3 65.7 57.5
Apr 35.5 61.9 2.6 33.0 66.5 64.4 56.7

May  29.2 65.6 5.3 239 62.0 60.5 53.4

Jun 16.5 744 9.0 7.5 53.7 53.0 515

Jul 217 68.7 9.7 12.0 56.0 57.7 51.7

Aug 247 66.3 9.1 15.6 57.8 58.2 54.8

Average input costs faced by Northern Ireland private sector firms rose
for another month in August. Despite accelerating to a three-month high,
and remaining stronger than the UK-wide trend, the rate of input price
inflation was slower than the long-run series average. Aimost one-quarter
of respondents to the latest survey reported a rise in costs, which some
linked to higher prices paid for raw materials. There were also reports
of increased fuel costs. All four

sectors registered higher average Construction Manuf- Services
costs over the month, with goods acturing
producers recording the steepest 92 Jun 515 53.0 55.0 40

increase. The rate of inflation in Jul 53.4 60.4 558 ] : ] 5 ] 5 ! Construction '

construction was only modest in 30 Wwwmmwwmmmm
comparison_ AUQ 51.5 61.3 58.5 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
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 R TR N T 3 T e
Higher Same Lower Net Index S.Adjd S.Adj'd

% % % +/- 50=nochg Index Index L 5 , : 60
2012 Mar 141 70.9 15.0 -1.0 49.5 49.0 51.5
Apr 14.1 75.2 10.8 3.3 51.6 49.2 514
May 9.6 68.5 21.9 -12.3 438 42.8 49.4
Jun 6.4 75.9 17.7 -11.3 44.4 43.8 49.5
Jul 5.2 83.5 1.3 6.1 47.0 48.1 49.3
Aug 26 78.7 18.7 -16.1 42.0 42.9 50.7

Private sector firms in Northern Ireland continued to reduce their output
charges over the month, in spite of a further strong increase in average
costs. The rate of output price discounting was sharp, and the fastest in

three months. Marginal prices charged inflation was recorded at the UK- 60
wide level. Anecdotal evidence suggested that reduced average tariffs
mainly reflected strong competition for new business. Some companies 50

also mentioned client requests for

lower charges. Retail was the only Construction Manuf-  Services 40+ . ! : ; : { = 3
sector to record a rise in selling acturing : : ; : f Gonstruction I, 'i‘:"“: “\:' '
rices, albeit marginal. Moreover, = e P PR o
(F:)onstruction firmsgagain reported 12 dun 399 453 414 = : g g : g T : :

. S | 44. ) 46. . . ! . N . H S ; g
a substantial decline in average Ju 9 508 6.6 20 b y A R d : ]

Aug 337 471 425

tariffs. 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012
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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

2012 Mar 117 61.2 271 -15.4 423 43.2
Apr 17.8 53.0 29.2 -11.3 443 43.7

May  17.2 49.9 33.0 -15.8 421 43.1

Jun 15.1 44.0 40.9 -25.7 37.1 38.4

Jul 15.0 54.7 30.4 -15.4 423 434

Aug 128 60.8 26.4 -13.7 43.2 4.3

The level of new export business placed at Northern Ireland private sector firms
decreased further during August. Despite easing to the weakest in six months, the
rate of decline in new export orders was sharp, and stronger than the long-run trend
for the survey.

Increasing rate of decline
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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 PN Output Index
three months is used (see also the table to the right). London posted the strongest growth GVA, 2010 Last 12 Latest 3 Latest
of private sector business activity during the three months to August. This was followed by (National Statistics) months months month
the East Midlands and West Midlands. Northern Ireland and the North East recorded the London (21.5%) 53.8 53.3 54.9
steepest falls in output levels. South East (14.7%) 52.1 50.8 52.2
50— n ) s " North West (9.5%) 52.4 49.3 51.5
oy e Ange o BTt e o e .. Eastof England  (8.7%) 517 4838 516
Scotland (8.3%) 51.7 51.3 50.3
52---- M- e Wl South West (7.7%) 515 50.1 50.5
West Midlands ~ (7.3%) 55.0 52.2 54.2
50 Yorks & Humber ~ (7.0%) 53.7 52.1 54.3
A8 e East Midlands ~ (6.4%) 53.3 52.6 51.2
Wales (3.6%) 50.0 48.9 50.3
T R I North East (3.2%) 49.3 46.8 48.6
N.Ireland (2.2%) 452 45 424

44 o
S K & FH S T T E @S UK (100.0%) 52.6 50.9 52.2
> G ETS TS T Rep.oflreland  n/a 50.1 5.1 502
Regional Comparisons: Employment
Contribution to UK PMI Employment Index

The graph below shows the regional PMI Employment Indexes for the UK. An average of

the latest three months is used (see also the table to the right). The East Midlands remained Employment, 2008 Last 12 Latest 3 Latest
the best performing region in terms of private sector jobs growth during the three months to (National Statistics)  months months month
August. Northern Ireland, the North East and North West were the only parts of the UK that South East (14.6%) 514 51.0 51.7
saw a drop in private sector staffing levels. London (12.3%) 49.4 51.2 51.8
50 n . s " North West (10.9%) 49.4 48.3 49.9
og SO change onprevious month Gmenthave) .. Eastof England ~ (9.6%) 51.4 50.9 505
Scotland (8.7%) 51.0 51.1 50.4

R N South West (8.6%) 50.4 50.3 49.4
West Midlands ~ (8.6%) 52.9 52.8 52.9

50 . Yorks & Humber ~ (8.2%) 51.2 50.1 50.3
East Midlands (7.3%) 537 53.8 54.5

Wales (4.6%) 48.2 50 510

48 North East (3.9%) 50.4 477 488
N.Ireland (2.7%) 47.8 473 471

46 UK (100.0%) 50.8 51.1 51.4

< NN S P X (P P & & @
TN E T T N TS Y S Rep. of Ireland n/a 486 498 49.1

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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