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Today sees the release of April data from the Ulster Bank Northern Ireland PMI®. The
latest report – produced for Ulster Bank by IHS Markit – pointed to a severe contraction of
the Northern Ireland private sector, and one that was by far the worst since the survey
began in August 2002. Output and new orders were particularly badly affected amid
company shutdowns, while confidence around the 12-month outlook continued to fall.

The PMI surveys are the first fact-based indicator of regional economic health each month.
They track changes in the rate of growth – as opposed to levels of activity – across a range
of indicators relative to the previous month. With a full lockdown maintained throughout
April, it came as no surprise that all twelve UK regions posted record rates of decline in
output and employment. Northern Ireland’s private sector reported an additional raft of
record rates of decline with new orders, exports, backlogs and business confidence.
Furthermore, the rates of decline in output and new orders amongst local firms were
steeper than elsewhere across the UK.

Interestingly, however, Northern Ireland’s rapid rate of decline in employment was not as
sharp as most other UK regions. Other survey evidence suggests that Northern Ireland’s
uptake of the Job Retention Scheme – and the process of furloughing staff – has been
notably higher than the national average. Just over half (52%) of local firms left workforce
numbers unchanged. Nevertheless, it is still worrying that even with unprecedented levels
of government job support, employment is still falling at a record pace. Around 45% of local
firms reported that they reduced their headcount in April.

Until this pandemic struck, figures in the 20s were extremely rare. However, post the start
of the COVID-19 pandemic we have seen PMI readings around the world fall into the teens
and even a few into single digits.  Northern Ireland’s headline indicator of business activity
collapsed to 8.3 last month. All four monitored sectors recorded business activity readings
below 10. So what does this actually mean?
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Prior to COVID-19, the lowest PMI reading for business activity in Northern Ireland was
32.1 in January 2009. The lowest manufacturing and services readings were 29.5 and 35.9
respectively. The scale of the collapse in demand in April relative to 2009 is clear when
looking at the proportion of firms reporting a fall in output. Around 87% of manufacturing
firms and 90% of service sector firms reported a decline in output in April relative to March.
Back in January 2009 the corresponding percentages were 44% (Manufacturing) and 48%
(Services). The speed and scale of the current slump is of a much greater magnitude than
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the last recession.

From an employment perspective, the key difference with this downturn is the scale of the
job losses within the services sector. 42% of firms reported a reduction in headcount in
April. Back in January 2009 just over 1 in 7 firms were shedding staff. Meanwhile
manufacturers are reporting similar rates of job losses, 39% versus 37% in January 2009. 
Remember these readings are with the Job Retention Scheme in place. What happens when
this safety net is removed is a major cause for concern.

April will undoubtedly mark the low watermark with all of the UK PMI surveys. It provides
an extremely low base which private sector growth in May will be measured against. As a
result, we can expect to see some strong rates of output growth in the coming months but
this must be interpreted with caution. The key point is that actual levels of activity will
remain extremely weak for some time. Job losses are expected to surge in the second half of
2020. Returning to the levels of private sector activity and employment that existed before
the pandemic will take years not months. COVID-19 will leave scars on the economy that
will last even longer.

The main findings of the April survey were as follows:

The headline seasonally adjusted Business Activity Index collapsed to 8.3 in April, from 29.1
in March which itself had already signalled a record contraction in output. The latest fall
was unprecedented and the fastest of all 12 UK regions covered by the survey.

You can download the full report here.

https://ulstereconomix.com/wp-content/uploads/2020/05/NI-PMI-April-2020.pdf
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