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The EU-UK Withdrawal Agreement was rubber stamped by the EU 27 leaders on
Sunday after 20 months of negotiation. Yet the agreement might be entering the
most difficult phase of its life as it’s unclear how the legislation will get through
Parliament with so many MPs saying they’ll vote against it. Prime Minister Theresa
May has vowed to deliver Brexit, the next few weeks should reveal which package
arrives.
Support. BoE governor Carney’s latest testimony before the Treasury Select Committee
signalled his support for PM Theresa May’s recent draft EU-UK Withdrawal Agreement. He
expressed confidence that a reduction in uncertainty would “support investment” but
cautioned that trade deal talks normally take at least 4 years to conclude, followed by
implementation. A “no-deal, no transition” Brexit remains the BoE’s worst case scenario, a
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risk viewed as “uncomfortably high”.
Labour market toast The UK’s labour market reached another milestone. NEET, which
captures the share of young population (age16-24) not in employment, education or
training, fell to a seasonally adjusted 10.9% in Q3, the lowest reading since the early 2000s
due to a reduction in both the number of unemployed and economically inactive segments.
Northern Ireland’s labour market hit some encouraging milestones at the start of the year
but has subsequently turned a corner. Since Q1 employment (LFS) has turned down while
unemployment and inactivity have turned up. NI’s NEET rate was 1 in 10 in Q1 but by Q3
this figure stood at 12.6% or 1 in 8 (that’s on a par with the UK unadjusted figure). Toasting
more labour market success in 2019 is starting to look so last year!
Start me up (but maybe later). Is Brexit-related uncertainty deterring entrepreneurs
from starting a business? According to the ONS it could be. Business births fell last year for
the first time since 2010 (though Wales, the North West & NI bucked this trend). In
contrast, the rate of business deaths rose. But at 12.2% it remained below the 13.1% birth
rate. Therefore the number of active businesses continued to rise, reaching 2.9 million. In
addition to Brexit uncertainty, the robust labour market could be playing a role. There are
plenty of full-time jobs on offer, and they may be luring prospective entrepreneurs.
Unusually, the best performing region wasn’t London. The highest rate of births was in the
North West at 15.9%, with a stonking 27% rate in Manchester. Unfortunately NI still has
one of the lowest start-up rates in the UK.
First-timers. Northern Ireland’s mortgage market has been enjoying a two-speed recovery
over the last six years. The impressive rebound in the first-time buyer (FTB) market
contrasts with a rather lacklustre home-mover market. Some 2,700 loans were advanced to
first-time buyers in Q3, up almost 4% y/y and the highest third quarter figure in fourteen
years. More importantly, the sector accounts for over 60% of loans advanced for property
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purchase. The legacy of negative equity / low levels of equity continue to act as a handbrake
on the home-mover market. Loans to this segment rose by 6% to 1,800 in the last quarter.
That may be the best third quarter in eleven years but it is on a par with the levels of
activity seen in the early 1980s. Back then Northern Ireland was in recession.
Trending Upwards. UK businesses’ expenditure on research and development continued to
rise in 2017, increasing by 4.9% (NI=+6.4%). At 1% of GDP, it has a long way to go to meet
the government’s 2.4% target for 2027. Software development products registered the
largest growth with businesses aggressively moving towards digitization. In current price
terms, the pharmaceutical sector spent the highest on performing research and
development followed by motor vehicles and parts. Overseas funding declined amidst a loss
of confidence over political and economic uncertainty. However, this was more than offset
by strong domestic funding both from government and businesses; in some sense,
immunizing R&D from Brexit’s ill-effects.
Burrowing borrowing. October’s public borrowing at £8.8bn exceeded expectations – the
largest October deficit since 2015 and a sharp contrast to the improvements that came
before the Budget. Much of the extra boost to government spending came from higher
interest payments on index-linked bonds, driven by RPI inflation. So this result shouldn’t
threaten the OBR’s latest forecasts just yet.
Downbeat. Hopes of a stabilisation in the Euro area in Q4 were undermined by the latest
monthly PMI survey. The headline index fell to 52.4 in November (53.1 Oct), the lowest level
since October 2014. Not only was there a further worsening in manufacturing sentiment but
confidence in the service sector also deteriorated as rising political uncertainty and tighter
financial conditions take their toll. Germany is under the cosh as export orders head south,
prompting a more cautious stance on employment by firms. Still, the ECB holds to its view
of a modest Euro area upturn. But for how long?
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In a pickle. After a disappointing Q3, China’s economic activity tugged in opposite
directions in October. On the one hand, infrastructure spending grew at a faster clip, thanks
to policy support, while industrial production improved. However, as economic headwinds
continued to intensify, both consumers and investors decided to stay on the sidelines. In
particular, weak retail sales and tepid credit growth underscored the weakness in domestic
demand. To add to the gloom, home sales fell and real estate investment cooled to a 10
month low. And this is happening in a period dubbed as ‘Golden September and Silver
October’, the peak spending season in China. Another careful balancing act required by
policymakers then.
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