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Confidence that turnover will grow in the next
IN PARTNERSHIP 12 months is one of the strongest indicators
WITH although profitability is more challenging and

the cashflow balance is weak and negative in

I BDO Q2 24 and has really struggled to improve in
the challenging post-COVID cost environment.
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Manufacturing

Manufacturing’s overall performance is stronger

INn Q2 24 across trading indicators, confidence,
recruitment and investment intentions. However,
while those inflationary pressures that were hugely
challenging have eased, they remain a key issue.
The sector’s cashflow position continues to be

a weak point and many Manufacturers are still
struggling to attract people/skills.

Almost all key balances are positive in Q2 24 with
only 1 negative (2 in Q1 24) on cashflow. The
sector’s trading performance has improved in

Q2 24 and the UK orders balance turned positive
for the first time in two years. Trading indicators
are still comparatively weak though by historic
standards. There has been a rebound in confidence
around turnover and profitability. The profitability
balance is at its strongest since 2017.

QES Q2 2024

However, the sector’s performance against
national averages is generally weaker and the
regional performance is mixed. NI manufacturing’s
relative performance is strongest on employment
and investment intentions and mid ranking on
business confidence and exports. Low ranking
indicators include cashflow which is weakest in NI
across the UK regions, domestic orders and the
share of businesses operating at full capacity (28%
vs. UK 36%)

Recruitment activity remains strong with
expectations to take on more people continuing
to grow. This is set in the context of persistent
difficulties in getting people, affecting around 4 in
5 Manufacturers.
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Services

The Services sector’s trading performance had
been relatively strong but the Q2 24 findings
suggest this has stalled somewhat with several
indicators falling over the quarter. NI's Service
sector however remains one of the stronger
performing across the UK regions.

Almost all key balances are positive in Q2 24, apart
from cashflow, as is the case for Manufacturing.
Confidence around turnover growth in the next

12 months is one of the sector’s most positive
indicators. Weaker indicators include domestic
and export orders and confidence around
profitability.

In the UK context, the sector’s performance
remains largely positive with most indicators
above the UK average and NI's performance
largely in the middle/top ranking among UK
regions. Trading balances are higher and NI’s
Services companies are more likely to be trying to

QES Q2 2024

recruit. However, the gap in performance against
the UK average is weakest in terms of confidence
around profitability and the cashflow balance is
weakest across the UK regions.

Businesses are still positive about taking on people
but this has been easing. As with Manufacturing,
the Service sector is still finding it difficult to find
people, affecting 75% of businesses. There is a
growing share of Services businesses investing in
training.

Expectations to raise prices has been falling and
in Q2 24 the prices balance is the lowest it has
been since the end of 2020. Labour costs remain
a significant and growing pressure on the Services
sector and as with Manufacturing, competition

Is now the greater external concern followed by
inflation.
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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 significantly to
+34% (+22% Q1 24,17% Q4 23). For Services the
balance fell to +29% (+35% Q1 24).

Some 79% of Manufacturers and 68% of Services

businesses are trying to recruit at present, both up
on Q1 24.

QES Q2 2024

The share of businesses facing recruitment
difficulties has eased over the last couple of years
after significant post-COVID challenges, but this
challenge remains persistently high at 78% for
Manufacturers and 75% for Services in Q2 24.
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Confidence and

Investment Intentions

Business confidence nose dived during COVID,
suffering an even greater collapse than the
Financial Crash in 2008/09. It has taken time for
confidence to return, and it was knocked in 2022
after the post-COVID bounce back when supply
chain challenges and inflationary pressures started
to emerge.

However, in Q2 24 Manufacturing confidence
around turnover growth is at its highest since Q4
21 and while for Services confidence has dipped

in Q2 24, it remains high. The Manufacturing
turnover confidence balance stood at +48% and in
Services +41% this quarter.

Confidence around profitability always tends to
be weaker than confidence around turnover and

it remains the case that members are less certain
around profitability growth for the next 12 months.

QES Q2 2024

In Q2 24 the Manufacturing profitability balance

Is +26% and for Services +11%. Manufacturing
confidence around profitability rebounded in Q2
to its strongest level since 2017. However, Services
confidence has been falling over the last couple of
quarters.

Investment intentions are stronger for
Manufacturing than Services this quarter as has
been the case previously. In terms of training,
the balances stood at +32% (+35% Q1 24, +24%
Q1 23) for Manufacturers and +27% for Services
(+15% Q1, +24% Q1 23) so a positive improvement
for Services. Investment intentions around
plant & machinery has continued to improve for
Manufacturers, standing at +30% (+27% Q1) but
IS just +4% for Services (-2% Q1) although it did
become positive.
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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 recent quarters. In Q2 2024
more businesses are reporting a deteriorating
cash flow position than an improving one in both
sectors.

QES Q2 2024

The Manufacturing cashflow balance turned
negative (-10%) in Q2 24 and is at its weakest
since the end of 2022, ranking lowest across the
UK regions. In Services, the cashflow balance also
turned negative in Q2 24 at -2%.
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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 materialise. 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.

The pressure to raise prices balance has softened
in Q2 24 for both sectors, continuing an overall
trend since its peak in 2022. In Q1 24 the balance
of Manufacturers expecting to raise prices is +28%
(+38% Q1 24) and for Services +50% (+61% Q1

24). Those balances had been as high as +88% for
Manufacturers in Q1 22 and +76% for Services in
Q4 22

QES Q2 2024

Internal cost pressures have for the most part
been easing, except for labour costs. In Q2 24 that
pattern largely continues. Labour costs continue
to dominate as the main pressure on businesses to
raise prices, affecting 4 in 5 members. Two-thirds
of Manufacturers are affected by raw material
costs and 11in 2 businesses in both sectors are
under pressure to raise prices because of utility
costs.

In terms of external cost pressures, there has been
a very significant drop in the share of members
concerned about inflation compared to the same
quarter last year. In Q2 24 44% of Manufacturers
(76% Q2 23) and 40% of Services (74% in Q2

23) are concerned about inflation. The biggest
external issue now impacting on both sectors is
competition, although inflation is still a concern for
nearly half of members.

10
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Regional Position

Northern Ireland suffered one of the largest
collapses in key indicators across the 12 UK regions
iIn 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 3 of the 11 indicators in Q2
24 (2 in Q1). The Manufacturing sector’s strongest
regional position is with the investment indicators,

QES Q2 2024

ranking 2nd for both plant & machinery investment
and training, and employment intentions. It is
weakest on cashflow and domestic orders, ranking
bottom of the UK regions.

In Services Northern Ireland ranks in the top 4

UK regions for 6 of the 11 indicators (6 Q1). The
Services sector’s strongest regional position in Q2
Is with employment expectations and investment
in training, ranking 1st on these indicators across
the regions. It is weakest on confidence around
profitability, ranking lowest across the UK regions.

12
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Additional
Questions

Each quarter NI Chamber members
are asked a number of additional
topical questions. This quarter
focuses on current business
conditions, energy costs, issues
impacting on labour mobility and
members views on what matters
for ‘Good Jobs’ which is one of the
Economy Minister’s four pledges in
his Economic Mission announced in
February 2024.
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QES Q2 2024

Current Business Conditions

Most businesses are currently trading well (33%) or reasonably (50%), the highest share since the start
of 2023. 17% are just covering costs/struggling, down from 23% in Q1 24. There was a strong pick up in
the share of businesses trading well/reasonably in Q2 24

% trading
well/
reasonably

60

% Trading Well/Reasonably =
o
80%
79%
77%
Q1 21 Q1 22 Q1 23 Q1 24 Q2 24
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Current Business Conditions

47% of members are seeing a slowdown in demand for their products/services, down from 56% in Q1.
While most are only seeing a little slow down, a rising share are seeing a large slowdown in Q2 24, up
to 12% from 7% in Q1 24.

n 80 ° :
(o) % Seeing slowdown =
/O Seelng a % Small slow down (a little) =
70 | 64% % Significant slow down (a lot) o
slowdown o S
— 55% 0
60 56%
in demand s
50
40
30 |
20 15%
IN PARTNERSHIP ° 14% 13% 13% 159,
WITH 10% 10% °
| | | | | | | | |

|IBDO

Q2 22 Q3 22 Q4 22 Q1 23 Q2 23 Q3 23 Q4 23 Q1 24 Q2 24
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QES Q2 2024

Energy Costs

Energy cost inflation continues to slow but 58% or 3 in 5 members are still dealing with increased energy
costs, down from 69% in Q1 24. This was as high as 96% in Q4 22.

Most are seeing an increase of up to 30% (50%) while 8% have seen an increase of 30% plus (17% in Q1
24). For 32%, energy costs are unchanged (24% Q1 24) while for just 9% they have fallen (4% Q1 24).

% experiencing
Increasing
energy costs -

80

69%

71%

60
58%

Q3 22 Q4 22 Q1 23 Q2 23 Q3 23 Q4 23 Q1 24 Q2 24
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Labour Mobility

In terms of issues impacting on labour mobility, 2 in 5 businesses (38%) have been impacted by the
change in minimum salary for the Skilled Worker visa (up from £26,2k to £38.7k or a 48% increase). 15%
have been affected by immigration restrictions on cross-border movements of workers (on the island of
lreland) of non-Irish and non-British citizenship. 11% have been affected by issues concerning cross-border
workers resident in the Republic of Ireland with hybrid working arrangements.

Please confirm whether any the following issues impact on your business?

Changes in the baseline minimum salary for a Skilled Worker visa to
£38,700 and/or the ‘going rate’ minimum salary specific to a particular job

Cross-border workers resident in the
Republic of Ireland with hybrid working arrangements

Immigration restrictions on cross-border movements of workers
(on the island of Ireland) of non-Irish and non-British citizenship

IN PARTNERSHIP
WITH Other mobility or immigration issue (please specify)

I BDO None of the above

60
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Good Jobs

Members were asked how important options
raised by the Economy Minister (19th February
2024) are in terms of how they contribute to the
concept of ‘good jobs’. Improving careers advice
Is considered the most essential contribution in
supporting ‘good jobs’, with 40% of members

considering this essential and 43% very important.

Other key essential/very important issues include:

QES Q2 2024

e creating more and better apprenticeships/skills
academies (81%),

e altering NI’'s economic structure to support
Industry that provide good jobs (75%)

 and investing in affordable childcare and fair pay
for childcare workers (71%).

* 12% considered that strengthening the role
of Unions, particulary in low pay sectors, is
essential/very important.

17
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How important do you think the following are in terms of how they
contribute to the concept of ‘good jobs’ (options taken directly from
the Economy Minister’s speech on 19 February 2024)?

Improving careers advice, including in schools, so that people are
fully informed about the opportunities available to them

40%

Creating more and better paid apprenticeships and skills academies

Altering our economic structure by supporting industries that provide Good Jobs

Investing in affordable childcare and fair pay for childcare workers

Replacing zero hour contracts with contracts that provide flexibility and protect workers rights

Harnessing the unrealised potential of the Social Economy

Strengthening the role of trade unions, particularly in low-paying sectors

QES Q2 2024

Essential

Very Important

100

18
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impact of the challenges businesses face when
operating in a prolonged high-cost trading
environment.

“Access to people and skills has been a
persistent challenge for NI Chamber members,
which is evident again this quarter. 3in 4
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“Competition is no ‘as the greates
external issue facmg b .E esses. It is vital that
Government here and, in the UK, take these
challenges for business and the implications
for economic growth into account to enable
businesses to meet their aspirations and for the
NI economy to thrive.”

Suzanne Wylie
Chief Executive, NI Chamber
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“Companies continue to invest in recruitment Investment.

albeit with the challenge of accessing the

IN PARTNERSHIP right labour force and skills. More and

WITH more businesses are proactively trying to

address this issue by investing in training and

I BDO professional development initiatives that allows

them better access to a wider range of skills.
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Brian Murphy,
Managing Partner, BDO NI
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About About BDO
NI Chamber Northern Ireland

Helping businesses grow locally and internationally

between 23 May and 10
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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 X0 Mm®

www.horthernirelandchamber.com




