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The Ulster Bank NI PMI for January 2018 is out today. It shows a pick-up in growth
momentum in the Northern Ireland private sector. Business activity rose at the fastest pace
since December 2016 . A sharper increase in input costs was also recorded, however, and
companies continued to raise their prices at a marked pace.
The main findings of the January survey were as follows:
The headline seasonally adjusted Business Activity Index rose to a 13-month high of
58.7 in January, from 56.9 in December. The reading pointed to a substantial monthly
rise in output at Northern Ireland companies, and one that was much faster than the
UK average.
Central to the latest rise in output were increases in new business and improving
client demand. New orders expanded sharply, with the rate of growth little-changed
from December’s 40-month high.
Backlogs of work were accumulated again in January. Companies indicated that
higher new orders and issues with the supply of materials had been behind the latest
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build-up of outstanding business.
Firms responded to higher workloads by taking on additional staff. The rate of job
creation eased from December but was solid and faster than the UK average.
Higher fuel prices and increased staff costs were the key factors behind another
monthly rise in input prices at the start of the year. The rate of inflation quickened to
the fastest since May 2017, with the retail and manufacturing sectors seeing the
steepest increases.
Prices charged continued to rise sharply as panellists responded to higher input
costs. Further positivity was signalled by data on business confidence, with optimism
among firms the strongest since May 2017.
The launch of new products, further growth of new orders and a favourable exchange
rate are all set to support increases in output over the coming year.

Moving into 2018 the external economic environment has continued to strengthen. Global
output growth hit a 40-month high in January. Meanwhile firms in the Eurozone posted
their fastest rate of growth in almost 11½ years. This positive backdrop jars with the latest
UK PMIs with the pace of growth decelerating across all sectors. The overall UK PMI eased
to a 17-month low in January.
According to the latest Ulster Bank PMI, Northern Ireland’s private sector is following the
trajectory of its global and Eurozone peers rather than the UK. Private sector growth
amongst local firms accelerated to a 13-month high in January.
Northern Ireland’s rate of private sector expansion in January was the second fastest of all
the UK regions. Retail remains the fastest growing sector. But the marked acceleration in
private sector output amongst Northern Ireland firms was due largely to construction and
services. Output growth in these sectors hit 39-month and 44-month highs respectively.
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Meanwhile retail sales growth increased at its fastest rate in almost 4-years.
Despite this strong demand, employment growth in retailing was very modest.
Manufacturing was the one sector to report a slowdown in output growth in January. That
said, manufacturing activity remains robust and above its historical long-term average.
Indeed, manufacturers increased their staffing levels at their fastest rate in 32-months.
Service and construction sector firms reported faster rates of jobs growth than
manufacturing but both saw hiring ease relative to December.
Alongside a pick-up in demand, Northern Ireland firms also report a pick-up in the rate of
input cost inflation. January’s reading marked an 8-month high and remains well above the
inflation rates in the UK and its historical average. Higher fuel and wage costs were cited as
factors with these most prevalent amongst manufacturers and retailers. Inflation pressures
are expected to ease, but interest rate rises will be required.
According to the PMI, January represented the best start to a year amongst Northern
Ireland’s private sector since 2007. Back then, the challenges that lay ahead were largely
unseen and unknown. In contrast today, the geopolitical risks, fiscal challenges and
ongoing Brexit uncertainty have certainly been well flagged. Despite these challenges, firms
remain upbeat about the year ahead and the most optimistic since May 2017. What does or
doesn’t happen with Brexit will have a large bearing on whether this optimism is realised.
Download the full report here.
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