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Confidence that turnover will grow in the next
IN PARTNERSHIP 12 months is one of the strongest indicators
WITH but confidence is low (although positive) in

terms of profitability growth. The cashflow

I BDO balance is weak but remains positive although
with a balance of just +1%.
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Manufacturing

Manufacturing’s overall performance is mixed in
Q1 24 with a weak domestic trading performance
and only marginally better in terms of its export
performance. Inflationary pressures remain but
have eased for the sector.

Almost all key Manufacturing balances are positive
in Q1 24 with only 2 that are negative (2 in Q4 23)
- domestic (UK) sales (last 3 months) and orders
(next 3 months). Northern Ireland Manufacturer’s
domestic sales performance indicators are among
the weakest across the UK regions.

NI's regional performance is generally mixed,
strong on investment intentions and mid ranking
on exports and jobs. NI is the lowest ranking UK
region in terms of the share of Manufacturers
operating at full capacity (19% vs. UK 35%).

Confidence around turnover growth in the next 12
months improved in Q1 24 but confidence around
profitability dipped with the NI Manufacturing
balance lowest across the UK regions.

QES Q1 2024

Employment expectations remain positive,
manufacturers are recruiting and while challenges
recruiting persist with 3 in 4 finding it difficult to
get staff, this continues to show signs of easing.

A balance of +38% of manufacturers expect to
raise prices in the next 3 months, up on Q4 23
(+29%) but considerably lower that Q1 22 where it
reached a record high of +88%. Rising labour costs
IS now the dominant pressure driving pressure

to raise prices, affecting 86% of manufacturers

in Q1 24. Inflation continues to affect around half
of manufacturers (51%), but this is down from a
significant 79% in the same quarter last year.

More than twice as many manufacturers are
concerned about business rates in Q1 24 compared
to a year ago (23% Q1 23 vs. 54% Q1 24) and
corporation tax (15% Q1 32 vs. 32% Q1 24).
Competition has also been a growing concern for
the sector.
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Services

The Services sector trading performance remains
relatively strong, and the sector is confident this
will continue into 2024. However, recruitment
iIntentions are easing and expectations around
raising prices is on the increase again with labour
costs a particular cost pressure for the sector.

All key balances are positive in Q1 24 apart from
investment in plant & machinery. The weakest
indicators are around employment expectations,
Investment intentions and confidence around
profitability.

Most Service sector indicators remain above the
UK average, with particularly strong indicators
around trading performance and cashflow. The
sector ranks 1st across the UK regions in terms of
the share of businesses operating at full capacity.

Confidence around turnover growth in the next 12

QES Q1 2024

months is strong for the Service sector, and while
confidence around profitability is less strong it
remains positive and is more positive relative to
Northern Ireland Manufacturers.

Fewer Services firms are recruiting over recent
quarters and fewer are facing recruitment
difficulties although around 2 in every 3 Services
firms are still finding it difficult to get staff.

Expectations to raise prices in the next 3 months
increased significantly in Q1 24, with the balance
standing at +61% (+51% Q4 23). Rising labour
costs are a particular pressure. Inflation concerns
have eased significantly but remain the sector’s
main concern, while competition and interest rates
are growing concerns.
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Recruitment

The balance of firms expecting employment to
grow in the next 3 months is positive for both
sectors in Q1 24 meaning more firms are expecting
employment to grow than contract. The balance
of Manufacturers expecting employment to grow
iNn the next 3 months increased slightly to +22%
(+17% in Q4). For Services the balance increased
to +35%, up from +22% in Q4 but lower than the
+47% balance in Q1 23.

Just over 6 in 10 members are currently trying
to recruit, down from 7 in 10 previously. This has
been largely consistent for the Manufacturing

QES Q1 2024

sector over the last year but has been falling over
the last few quarters for Services.

The share of businesses facing recruitment
difficulties has been easing in the last couple of
years and for both sectors this balance is at its
lowest since Q1 22 although is still high, at 77%
for Manufacturing (85% Q4) and 66% for Services
(74% Q4).



QES Q1 2024

vZ 1O
ST YO
$T SO
L $T TO
YAL)
2z vO

cc 2o
¢c co
¢c 1o
L ¥O
L £O
L ¢O

LZ 1O

Services
Manufacturing

0Z vO
0C £O0
0c¢ ¢O
||||| e — e et 0z 1O

o~ JIW3ANVd 6L-AINOD —|

A 6l £O

6L coO

.V | el

8L YO

8L £O
8L cO
8L 1O
VAR AV
Ll £O
L1 CO
JANRY)
9L O

—l 91 ¢O

|||||||||||||| =Sl - - - - — - ——— - - - - - — - ————— - - 91 ZO

‘ WNAN3Y¥3438 N3 —

Sl vO

Gl £O

51 ZO
| qlo
| pivo

L 2O
14%49)
YL 1O

\ ] ¢l vO
| sl zo

Zl 1O

¢l vO
¢l €O
¢l ¢O
Zl 1O
Ll ¥O
Il £O

o
(00)

100
60
40

sobua||eyD juaulinidoay Bbuldoe 9

Chamber of Commerce

Northern Ireland
and Industry

recrultment

% facing
difficulties

IN PARTNERSHIP

WITH

IBDO

IDEAS | PEOPLE | TRUST



Northern Ireland
Chamber of Commerce
and Industry

JI.[II

“« "IN PARTNERSHIP

WITH

|IBDO

IDEAS | PEOPLE | TRUST

Confidence and

Investment Intentions

Business confidence had been falling since the
start of 2022 with balances similar to pre-COVID
levels after what had been a strong COVID
recovery. This had stabilised in Q4 22 and in QT
23 was showing strong improvement for both
Manufacturing and Services but took a dip for
both Manufacturing and Services in Q3 23.

Confidence has improved for both sectors in QT
24 although there is a notable gap with a greater
share of Services confident that turnover will grow
in 2024 compared to Manufacturers. This quarter
the balance is +34% (+27% Q4) for Manufacturers
and +54% (+50% Q4) for Services.

Confidence around profitability always tends to
be weaker than turnover and it remains the case
that members are less certain around profitability

QES Q1 2024

growth for the next 12 months. This indicator
has fallen over the quarter for both sectors but is
particularly weak for Manufacturing at just +1%,
lowest across the UK regions.

Investment intentions are stronger for
Manufacturing than Services this quarter. In terms
of training, the balances stood at +35% (+21%

Q4, +24% Q1 23) for Manufacturers and +15%

for Services (+17% Q4, +24% Q1 23) in Q1 24.
Investment intentions around plant & machinery
improved significantly for Manufacturers in QT

24, standing at +27% (+12% Q3, +23% Q1) but
deteriorated for Services, becoming negative at
-2% (+5% Q4, +18% Q1) this quarter.
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Cash flow

Cash flow, a key indicator of business health,

Is typically one of the weakest performing key
indicators in the Northern Ireland QES. The
balance of businesses reporting an improving cash
flow position was already negative going into the
COVID-19 crisis. The balance did fall significantly
during Q2 2020 but had been improving although
this had stalled over the last few quarters.

The Manufacturing cashflow balance turned
positive in Q2 23 and has remained positive
since then. In fact, the cashflow balance is now
positive for only the second period since 2018.

QES Q1 2024

However, the balance is just +1% n Q1 24 so roughly
similar shares of Manufacturers are reporting an
improving cashflow position as those reporting a
deteriorating one. However, It has been as low as
-26% in Q3 22. In Services, the cashflow balance
improved in Q1 24 and was the strongest balance
across the UK regions but it remains one of its
weakest performing indicators for the sector at
+6%.



Northern Ireland
Chamber of Commerce
and Industry

"IN PARTNERSHIP

IDEAS | PEOPLE | TRUST

Prices & Costs

Expectations to raise prices started to climb
towards the end of 2020 as the impact of the
COVID pandemic on production and supply
chains started to impact. They peaked during
2022 and started to fall during 2023. Both sectors
have largely followed the same path but in the
last 6 months that has started to diverge with
more Services firms expecting to raise prices
than Manufacturers. In Q1 24 the balance of
Manufacturers expecting to raise prices is +38%
(+29% Q4 23) and for Services (+61% vs.+51%

Q4 23). This is down from a peak for +88% for
Manufacturers in Q1 22 and for Services at +76% in
Q4 22.

In terms of internal cost pressures, labour costs
remain the biggest pressure for both sectors
although this is down over the quarter and is
similar to this quarter a year ago. In Q1 24 86% of
Manufacturers (92% Q4 23) and 81% of Services
(91% Q4 23) are reporting labour costs as a key
pressure on the business. Raw material costs are
a pressure for 71% of Manufacturers, down from

QES Q1 2024

86% a year ago. Fewer firms are also reporting
pressure from increasing utility and fuel costs.
Over the last year the share of Manufacturers
reporting utilities as a pressure has fallen from 79%
to 60% and in Services from 73% to 51%.

In terms of external cost pressures, inflation
remains one of the most pressing concerns

for members but continues to show positive
signs of easing for both sectors. In Q124 51%

of Manufacturers reported inflation as a greater
concern than 3 months ago, down from 57% in
Q4 23 and 79% in Q1 23. For Services, 52% report
inflation as a key concern in Q1 compared to 57%
iNn Q4 23 and 77% a year earlier. Competition has
been a growing concern for both sectors with 41%
(33% Q1 23) of Manufacturers and 44%

(28% Q1 23) of Services highlighting competition
as a greater concern than 3 months ago. Business
rates are a concern for 54% of Manufacturers, up
from 23% for the same quarter in 2023.

10



] ¥ 1O
] £C¢ vO
T £¢ £0
] £¢ ¢O
] XA
] ¢Cc ¥O
T ¢C 20
] ¢c ¢O
] cCclo
1 lc vO
] lc £O
lc ¢O

Ll LO

Oc¢ O

0c¢ £0

0C ¢O

|||||||||||||| 0cC 1O
DIW3ANVd 61-AINOD 617D
6L £0

6L cO

6L 1O

8L O

8L £0

8L ¢O

8L 1O

LL YO

VARAY)

VANA4)

11O

9L ¥O

.............. 9 €O
WNANFFI433 N3~ >
9L 1O

’ B SLyO
— SL£O

A Sl 2O
SL 1O

U bl O
o bl SO

1 14X49)
1 PLLIO

‘ —] gL ¥O
. — gl SO
— gl 2¢O
— gl 1o
A ] ZL ¥O
— ZL $©
\v ZL 2o
ZL 1o
— Il ¥O
— L $O
— L 2O
— Il 1O
oL ¥O
oL $O
oL ZO
oL 1
60 YO
60 SO
60 C¢O
60 Lo
80 O
80 ¢O

80 ¢O
80 O

QES Q1 2024

Services
Manufacturing

SVdO TVIONVNIL

O o O o O o
(00] (o] < N N

100

(eoue|eq 1d %) Sa2lid asley 01 bulloadx3 aosue|eg

expecting to

Chamber of Commerce

Northern Ireland
and Industry

% balance
raise prices
over the next
3 months

IN PARTNERSHIP

WITH

IBDO

11

IDEAS | PEOPLE | TRUST



Northern Ireland

Chamber of Commerce

and Industry

IN PARTNERSHIP
WITH ey

IDEAS | PEOPLE | TRUST

Regional Position

Northern Ireland suffered one of the largest
collapses in key indicators across the 12 UK regions
in Q2 2020 following the onset of the pandemic. It
has typically been one of the weakest performing
regions across most key indicators, typically
ranking in the bottom 3 regions. However, its
regional performance appears to have improved in
recent quarters, particularly for Services.

In Manufacturing, Northern Ireland ranks in the top
4 UK regions for just 2 of the 11 indicators in Q1

24. The Manufacturing sector’s strongest regional
position is with the investment indicators, ranking
1st for both plant & machinery investment and
training. It is weakest on the domestic sales (last 3
months) and confidence in profitability indicators,
ranking bottom out of the 12 UK regions for both.

QES Q1 2024

In Services Northern Ireland ranks in the top 4

UK regions for 6 of the 11 indicators. The Services
sector’s strongest regional position in QT is with
the export indicators and expectations to increase
employment (next 3 months), ranking 1st on these
indicators across the regions. It is weakest on
investment intentions around plant & machinery,
ranking 11th across the 12 UK regions.

12
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Questions

Each quarter NI Chamber
members are asked a
number of additional topical
questions. This quarter
focuses on current business
conditions, energy costs,
priorities for the NI Executive
and Westminster along with
views on potential revenue
raising measures by the NI
Executive.
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Current Business Conditions

Most businesses are currently trading well

or reasonably (77%) although this has fallen
slightly since Q4 23 (78%) and is down from
80% at the start of 2023. Around 1in 4 (23%)
are just covering costs or struggling. The share
of businesses trading well/reasonably has been
falling since the post COVID bounce back.

Just over half (56%) of members are seeing some
slowdown in demand, although for most only

a little (49%). Some 7% are seeing a significant
slowdown in demand which is down significantly
from 13% at the end of 2023.

Key business concerns include:

e Weak demand

o Business costs - particularly business rates,
energy costs & the increasing minimum wage

 Slow payments
 Challenging supply chains - both access and cost

13
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Energy Costs

Energy cost inflation continues to slow but 69% of members are still dealing with increased energy costs
over the last quarter (71% Q4 23). This is down from a high of 96% in Q4 22. Most are seeing an increase of
up to 30% (52%) while 17% have seen an increase of 30% plus. For 24% energy costs are unchanged while

for just 4% they have fallen.
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NI Executive &
Westminster Priorities

According to survey respondents the top three NI The top 3 Westminster priorities for

Executive priorities should be: Northern Ireland should be:

« A new Economic Strategy A new Fiscal Framework for funding Northern
« A long-term Infrastructure Plan Ireland public services

« An independent review of Public Spending. « Competitive business taxes

o Access to international labour and skills and
investment in innovation support (joint 3rd).
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New Economic Strategy

Long-Term Infrastructure Plan
Independent Review of Public Spending
Programme for Government

Childcare Strategy

Non-Domestic Rates Reform

Climate Action Plan

Green Growth Strategy

Support Planning Reform

Regulatory reforms to Support Climate Change Targets
Apprenticeship Levy Reform

Other
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A New Fiscal Framework for funding public services in NI
Competitive Business Taxes

Access to international labour and skills

Investment in innovation support

Revised Trade & Cooperation Agreement with the EU
Investment in Childcare

Investment in decarbonisation

New trade deals/more support for international trade
Support with access to private finance to scale

Other

1%
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Revenue Raising

There were mixed views on potential revenue raising measures by the NI Executive. The most frequently
referenced are the introduction of water charges, free/means tested prescription charges, ending free/
means testing travel for 60- to 65-year-olds. Some members believed that the focus in the first instance
should be on more efficient and effective public spending and delivery of services, including a reduction in

the size of the public sector in NI.

19
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NOTE

About About BDO
NI Chamber Northern Ireland

Helping businesses grow locally and internationally

between 15 February and 8

P T e i e

agri-foods, to ICT a 16

| | N il B : |
NI Chamber su»p'bo'rt'sfl rol 5h netw rking anc
events; growth initiatives and export support Ilating
the views of buﬁeqs to Government; sharing best practic
and knowledge; and providing a number of promotional
opportunities for business via the NI Chamber website and

Ambition magazine.

Accredited by British Chambers of Commerce, NI Chamber is
also part of a global network of Chambers, enabling it to directly
support export development. NI Chamber also works on an all-
island basis with the Chamber network in the Republic of Ireland

Northern Ireland Chamber T +44 (0)28 9024 4113 to develop all-island trade.
of Commerce and Industry mail@northernirelandchamber.com VI S TEChor e, website at

40 Linenhall Street www.northernirelandchamber.com
Belfast BT2 8BA ’ n m

www.horthernirelandchamber.com




