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New orders rise at fastest pace in year-to-

date

September saw a further sharp increase in new
orders at Northern Ireland companies, supporting
the fastest rise in business activity in the year-to-
date. The rate of job creation also accelerated. On
the price front, companies faced a sharper rise in
input costs, while the rate of output price inflation
eased slightly.

Fastest rise in activity in 2017 so far
The headline seasonally adjusted Business
Activity Index ticked up to 55.1 in September from
55.0 in August, signalling a marked monthly rise
in activity in the Northern Ireland private sector,
and one that was the strongest in the year-to-
date. The overall expansion was led by the retail
sector, with services also seeing a sharp increase
in activity.

Where output rose, panellists mentioned
higher new orders (often from export markets)
and positive results from marketing activities.
Total new business increased substantially in
September, with the rate of growth the strongest
since last December.

Sterling weakness helped firms to secure
greater volumes of new export orders, with new
business from the Republic of Ireland mentioned
in particular.

Faster increase in employment

Rising workloads fed through to a further
increase in staffing levels. Moreover, the rate of
job creation quickened to the sharpest since June
2014. The main driver of employment growth was
services where staffing levels rose at the fastest
pace in just over a decade. On the other hand,
manufacturing employment fell slightly.

Despite higher capacity, backlogs of work
continued to rise amid strong new order growth.
The increase in Northern Ireland was faster than
the UK average.

Cost inflation accelerates

The rate of input cost inflation quickened for the
second month running and was the fastest since
May. Panellists often linked higher input prices to
sterling weakness, while increases in staff costs
and fuel prices were also mentioned.

Output prices also rose sharply as companies
passed on higher cost burdens to clients. That
said, the rate of inflation eased slightly from
August.

Business sentiment improves

The prospect of further new order growth
supported optimism among companies that
output will increase over the next 12 months.
Moreover, sentiment improved to a four-month
high.
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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.




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?
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Higher Same Lower Net Index S.Adj'd S.Adj'd
% % % +- 50=nochg  Index Index
2017 Apr 26.4 61.8 11.8 14.7 57.3 54.3 55.9
May  23.6 61.5 14.9 8.7 54.3 53.5 54.5
Jun 235 63.2 13.3 10.3 55.1 53.2 53.9
Jul 205 59.9 19.6 0.9 50.5 53.1 53.9
Aug 234 59.4 17.1 6.3 53.1 55.0 53.7
Sep 301 58.0 12.0 18.1 59.1 55.1 53.6

The Northern Ireland private sector continued to record marked growth
of business activity during September, with the latest rise the strongest in
2017 so far. The rate of expansion in Northern Ireland remained faster than
the UK average. Output has now risen on a monthly basis throughout the
past year. Among the factors supporting increases in activity were higher
new orders, marketing activities and growth of new export business. Retail
saw a sharp and accelerated
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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?

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

% % % +/- 50=nochg Index Index

2017 Apr 234 65.1 115 11.9 55.9 53.2 57.6
May  26.8 56.9 16.3 10.5 55.3 53.7 56.6

Jun 25.5 58.6 15.9 9.5 54.8 53.1 54.0

Jul 20.7 615 17.8 2.8 514 53.5 54.4

Aug 256 55.6 18.8 6.9 53.4 54.9 54.4

Sep 324 55.7 11.9 205 60.2 56.1 53.3

Growth of new business gathered further momentum at the end of the

third quarter of the year. The latest expansion in total new work was sharp, ' : ' ' :

and the fastest since last December. Some panellists reported improving Services | . 5 5 : “ e

client demand, while a number of respondents highlighted the impact of B0 A\

new export orders. For the first time since February, all four monitored
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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?
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Higher Same Lower Net Index S.Adjd S.Adjd
% % % +/- 50=nochg  Index Index
2017 Apr 14.6 73.0 12.4 22 51.1 49.1 51.2
May 214 65.9 127 8.7 54.3 50.8 51.4
Jun 12.3 734 143 2.0 49.0 49.5 51.0
Jul 15.7 70.2 14.0 17 50.9 50.4 49.9
Aug 183 69.9 11.8 6.5 53.3 52.5 51.4
Sep  19.8 66.3 13.9 5.8 52.9 52.3 50.6

September data pointed to a third consecutive monthly increase in
backlogs of work at Northern Ireland companies. The rate of accumulation
was solid and broadly in line with that seen in August. Anecdotal

evidence suggested that higher new orders was the main factor leading “Services 1A
outstanding business to rise. Close to one-in-five respondents noted a '

rise in backlogs, against 14% that posted a fall. Both the manufacturing
and service sectors saw work-

in-hand increase, with the pace Construction Manuf-  Services
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Employment
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Q. Is the level of employment 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

2017 Apr 14.0 80.2 5.7 8.3 54.2 53.1 52.9
May 135 81.8 4.7 8.8 54.4 53.4 52.9

Jun 11.1 82.6 6.4 47 52.3 52.0 53.0

Jul 11.0 82.0 7.0 3.9 52.0 51.5 53.6

Aug 13.3 82.6 44 9.1 54.6 53.2 54.3

Sep 17.7 76.6 5.7 12.0 56.0 54.5 53.1

As has been the case in each of the past 32 months, employment
increased during September. Moreover, the rate of job creation quickened
for the second month running and was the fastest since June 2014. The
rise in staffing levels in Northern Ireland was faster than the UK average
for the first time in four months. According to respondents, extra staff
were taken on to deal with increasing workloads. Service providers raised
employment at the fastest pace
in just over a decade. Meanwhile,

Al Construction Manuf-  Services
solid increases were seen at acturing
c'\:/(l)nst;ucilon and rett;lll c?hmp:;nlej. 97 Jul 487 29.4 545
anufacturers, on the other hand,
) Aug 51.4 49.8 56.4
saw staffing levels decrease for
the third month running. Sep 53.1 494 57.3 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017

Input Costs

Q. Have average input prices or input costs risen, fallen or remained unchanged this month compared to one month ago?
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Higher ~ Same  Lower Net Index  S.Adjd S.Adj'd NI :Private Sector |
% % % +- 50=nochg Index Index TR WY RO\ Ty | 70
2017 Apr 48.9 50.0 1.1 47.7 739 70.6 64.5 (

May 379 605 17 362 681 683 628 NI ol Y e
Jun 313 64.2 45 26.7 63.4 64.3 63.4 i} o
Jul 23.1 755 15 21.6 60.8 61.1 63.6 : N /] "W
Aug 30.1 68.7 12 28.9 64.4 63.5 64.2 g ; \ 50
Sep 376 621 03 373 687 667 66.2 { LK Privete Sector

Northern Ireland companies continued to experience rising cost burdens
during September. Furthermore, the rate of inflation accelerated for the
second month running and was the fastest since May. The increase in
input costs in Northern Ireland was slightly sharper than the average
across the UK as a whole. There were widespread reports that sterling
weakness had been the main factor behind rising input prices, with higher
staff costs and fuel prices also
mentioned. Sharp increases in

; ) Construction Manuf-  Services
input costs were registered across acturing
?II iou: mpnlto;ed steFI:tors, |W|ft|htt'he 97 Jul 65.0 63.8 58.5
astest rise at retailers. Inflation
. K . Aug 67.8 65.7 60.0
quickened in all categories except 30 f
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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?

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

% % % +/- 50=nochg  Index Index

2017 Apr 22.1 74.3 3.6 18.5 59.2 57.9 56.5
May 163 76.7 7.0 9.3 54.6 56.5 53.9

Jun 17.2 79.5 33 14.0 57.0 56.4 52.8

Jul 145 815 4.0 10.5 55.2 55.2 54.0

Aug 19.0 777 3.3 15.7 57.8 58.0 54.2

Sep 183 76.7 5.0 13.3 56.7 575 54.7

70

Inflationary pressures linked to the exchange rate resulted in further
increases in prices charged by companies in Northern Ireland. The rate of
output price inflation was sharp, having eased only slightly from August’s
five-month high. The increase in charges in Northern Ireland was sharper
than the UK average. More than 18% of panellists reported a rise in output
prices, against 5% that posted a fall. Sharp and accelerated increases
were seen in the manufacturing
and retail sectors, with the former

e ’ . Construction Manuf-  Services
registering the fastest inflation acturing
_sm(:s Marcht. Crtw_arges :Iso rose 47 558 55.4 516
in the construction and service
. Aug 583 58.4 53.7
sectors, albeit at more moderate
rates. Sep 55.4 61.0 52.8 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
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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?

Higher Same Lower Net Index S.Adj'd

% % % +- 50=nochg  Index

2017 Apr 249 68.3 6.8 18.2 59.1 55.8
May 174 74.2 8.4 9.0 54.5 56.1

Jun 214 64.5 141 7.3 53.6 54.0

Jul 216 68.1 10.3 114 55.7 54.3

Aug 257 63.2 11.2 14.5 57.2 55.8

Sep 222 68.9 9.0 132 56.6 54.7

Companies in Northern Ireland continued to record growth of new export orders
during September. Although slightly weaker than seen in August, the rate of expansion
remained marked. Panellists indicated that sterling weakness was the key factor
supporting growth, with new orders from the Republic of Ireland widely mentioned.
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Future Output In 12 months’ time do you expect the overall volume of output to be higher, the same or lower than now?

Higher Same Lower Net Index S.Adjd

% % % +- 50=nochg  Index Index

2017 Apr 34.7 56.3 9.0 25.6 62.8 n/a 68.3
May 372 53.8 8.9 28.3 64.2 n/a 69.2

Jun 30.6 57.3 12.0 18.6 59.3 n/a 65.1

Jul 31.8 55.2 13.0 18.8 59.4 n/a 65.2

Aug 3238 56.6 10.5 22.3 61.1 n/a 66.9

Sep 355 57.0 75 28.0 64.0 n/a 65.2

Sentiment among Northern Ireland firms improved for the third successive month in
September, reaching the highest since May. Optimism mainly reflected predictions
of new order growth. Positive sentiment was widespread across the four monitored 45

sectors.

50 = no change over next 12 months

Increasing degree of pessimism

Mar-17 ~ Apr-17  May-17 Jun-17  Jul-17  Aug-17  Sep-17

Regional Comparisons: Output / Business Activity

The graph below shows the regional PMI Output Indexes for the UK and Republic of Ireland.
An average of the latest three months is used (see also the table to the right). Business activity
growth in the third quarter was led by Yorkshire & Humber, ahead of the West Midlands. The
only UK region where output fell was the North East, though the rate of contraction was only
marginal on average. Meanwhile, the Republic of Ireland posted a sharper rise in activity

than the UK.

50 = no change on previous month (3-month ave.)
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The Purchasing Managers' Index® (or PMI®) surveys are monthly surveys of
carefully selected companies which provide an advancare now available for over
40 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. To learn more go
to www.markit.com/product/pmi.

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

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 care has been taken in the

Share of UK PMI Output Index
GVA, 2015 Last 12 Latest 3 Latest
(National Statistics) ~ months months month
London (22.9%) 54.4 53.4 541
South East (15.1%) 54.9 53.9 54.4
North West (9.5%) 55.9 55.2 55.7
East of England  (8.8%) 56.0 54.9 55.5
Scotland (7.7%) 51.3 52.8 522
South West (7.6%) 54.6 53.7 52.9
West Midlands ~ (7.3%) 57.9 56.8 55.2
Yorks & Humber ~ (6.6%) 57.0 57.3 55.9
East Midlands (5.9%) 55.8 56.3 55.4
Wales (3.4%) 56.0 55.4 56.2
North East (3.0%) 51.9 49.7 51.9
N. Ireland (2.1%) 54.2 54.4 55.1
@ UK (100.0%) 54.6 53.7 53.6
<« Rep.oflreland  n/a 575 576 57.6

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.

IHS Markit (Nasdaq: INFO) is a world leader in critical information, analytics
and expertise to forge solutions for the major industries and markets that drive
economies worldwide. The company delivers next-generation information,
analytics and solutions to customers in business, finance and government,
improving their operational efficiency and providing deep insights that lead to
well-informed, confident decisions. IHS Markit has more than 50,000 key
business and government customers, including 85 percent of the Fortune Global
500 and the world’s leading financial institutions. Headquartered in London, IHS
Markit is committed to sustainable, profitable growth.

IHS Markit is a registered trademark of IHS Markit Ltd. All other company
and product names may be trademarks of their respective owners © 2017 IHS
Markit Ltd. All rights reserved.

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.



