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Executive Summary 
 

Economy carrying l ittle momentum 
 
The United Kingdom (UK) economy remains 
fragile with the latest GVA data suggesting that 
output fell in the last quarter of 2012 with a 
decline of 0.3%. The worse than expected 
figures now mean that for 2012 economic 
growth was flat. However, these are only a 
preliminary estimate and could be subject to 
upward revisions given that the recent 
employment data in particular remains strong.  
Also, the implied fall in productivity growth over 
the past 18 months looks implausibly large. 
 
The prospects for 2013 are positive, with the 
recovery expected to gradually gather 
momentum over the course of the year. Further 
strengthening in household incomes is likely to 
support an acceleration in the consumer 
recovery while an improved global outlook is 
likely to deliver a better export performance and 
greater support to business confidence. 
Prospects would be better still if the 
Government were to pursue more supportive 
fiscal or monetary policy, but such a scenario 
appears unlikely and as such 2013 GDP growth 
will be limited to 1.0%. 
 
Northern Ireland (NI) enters 2013 facing a 
number of challenges. Employment data for 
2012 suggests NI continues to lag behind the 
UK average and claimant count unemployment 
has continued to rise with the overall increase in 
2012 of 4,500 being the fastest since 2009. 
The Quarter 4 results from both the Index of 
Production and Index of Construction also 
suggest a lagging performance for NI. 
Nonetheless, the Index of Services presents a 
picture of NI’s output expanding at a faster rate 
relative to the rest of the UK.   
 
Against this challenging backdrop there are 
some positives for the NI economy in 2013.  In 

particular, the tourism sector is planning for a 
big year of events with the City of Culture in 
Derry-Londonderry, the World Police and Fire 
Games and the G8 Summit in County Fermanagh.  
Equally the latest Danske Bank Consumer 
Confidence Survey reports a marginal 
improvement in spending expectations during 
2013, its highest level since September 2010.  
 
 

 
Source: Oxford Economics 
Note:  Year on year growth is calculated using the growth 

from say Q1 2010 to Q1 2011 
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Uncertainty remains high 
 
We currently assign a 50% probability to our 
baseline forecasts with risks remaining skewed 
to the downside. Eurozone breakup remains the 
most serious medium-term threat to which we 
assign a 25% probability. We think that the risk 
of an imminent Eurozone breakup is much lower 
now than during most of 2012 and Standard & 
Poor’s 6-notch upgrade of Greece’s sovereign 
rating is a vote of confidence in the future of 
the Eurozone. However, we think that, over the 
medium term, there remains a risk that some 
countries will need to leave the Eurozone. 
 
The UK would be particularly badly affected 
under this scenario due to its close trade and 
financial linkages with the Eurozone. We 
estimate that if this were to happen, UK GDP 
would fall by 1% in 2014 and a further 2.2% in 
2015. The reason that the decline isn’t as large 
as in 2008/09 is because the levels of 
inventories and business investment remain so 
low that there is less scope for them to be cut 
back this time around. 
 
On the upside, policymakers could surprise 
markets and commentators by taking swifter 
and broader-ranging action than we currently 
anticipate. This applies to the Eurozone primarily 
but is also true of the US where an agreement 
on a medium term plan for fiscal policy would 
provide very useful clarity to businesses.   

 
Under this alternative future, we would expect 
cash hoarded on corporate balance sheets in a 
number of countries to be spent on investment, 
procurement and staff increases more quickly 
than implied by our baseline forecast. The 
probability of this scenario is low, at around 5%. 
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Global and UK Overview 

 
2012 was a challenging year for the UK 
economy… 
 
2012 was a challenging year for the UK 
economy, with the latest data suggesting that 
economic growth was flat. There has been some 
encouragement from steady recoveries in 
consumer spending and business investment, 
but this was offset by the poor trade 
performance, which we estimate to have wiped 
almost 1 percentage point (pp) off GDP growth. 
The poor export performance is largely a 
function of trade with other EU countries; in the 
three months to November, exports of goods 
(excluding oil & erratics) to EU countries fell by 
5.6% relative to a year earlier. 
 

 
 
The latest data suggest that the economy is 
carrying little momentum into 2013. The 
December PMI survey reported the first decline 
in services activity for two years and, while the 
manufacturing balance moved back above the 
50 ‘no change’ mark for the first time in eight 
months, firms have continued to report falling 
export orders. The survey results suggest that 
underlying growth was broadly flat in 2012Q4 
which, after accounting for the unwinding of the 
boost in Q3 from Olympic ticket sales, would 
point to a decline in GDP in Q4.  
 
…but the consumer outlook is set to 
improve further… 

 
We estimate that consumer spending grew by 
0.9% in 2012 after a strong pickup in real 
household incomes. Though average earnings 
growth continued to lag inflation rates – 
although less so than in the previous year – the 
impact on real incomes was more than offset by 
the strong rise in employment levels and the 
indexation of state benefits in line with the 
September 2011 inflation rate of 5.2%. 
 

 
 
CPI inflation slowed from 4.5% in 2011 to 2.8% 
in 2012 and, after a brief hiatus, we expect it to 
slow further in the second half of this year. 
Falling oil prices should feed through into lower 
transport costs, while underlying inflationary 
pressures also look weak, with retailers 
continuing to discount heavily and earnings 
growth subdued. Higher food and domestic 
energy prices will keep inflation close to current 
rates in the first half of 2012, but the CPI 
measure should fall back below the 2% target by 
the end of 2013 and then drop further in 2014. 
 
On the flip side, we think it unlikely that the 
recent strong rates of job creation are 
sustainable given weak output trends. 
Productivity has slumped in recent years and 
while this is partly due to structural factors, 
including bank forbearance causing a 
misallocation of capital and low levels of 
investment which limits innovation, there are 
also cyclical causes, such as labour hoarding. We 
would expect these cyclical factors to unwind as 
output recovers, meaning that private sector job 
creation is likely to be more muted and, with the 
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public sector continuing to shed jobs, 
unemployment will nudge upwards. However, 
while this will dampen the recovery in household 
incomes, lower inflation and the large increase in 
the income tax personal allowance, due to be 
implemented in April, should still enable 
consumer spending growth to accelerate from 
0.9% in 2012 to 1.2% in 2013. 
 
…and external prospects also look 
brighter 
 
The external outlook is also more positive, with 
the risk of a Eurozone break-up receding and the 
US having pulled away from the fiscal cliff. The 
US and emerging markets should lead the global 
pickup and, though the Eurozone – the UK’s 
most important export market – will continue to 
struggle, we expect growth in world trade 
(weighted by UK export shares) to accelerate 
from 1.9% in 2012 to 3.8% this year and 6.2% 
in 2014. This will underpin a pickup in export 
growth, while the reduced level of uncertainty 
should help confidence  improve and encourage 
firms to begin investing their large accumulated 
cash surpluses. 
 
Further stimulus would be desirable but 
appears unlikely  
 
Our forecasts are based on the notion that there 
is no meaningful change in either fiscal or 
monetary policy, both of which could be used to 
support a stronger recovery. In particular, 
December’s Autumn Statement represented a 
missed opportunity for the Chancellor to provide 
a much larger boost to government investment. 
Our modelling suggests that an additional £10bn 
of capital spending in both 2013-14 and 2014-
15 would increase the level of GDP by almost 
1% over the next two years and, with stronger 
growth yielding higher tax receipts, the impact 
on the deficit would have been small. But 
without such a boost, we expect GDP to grow by 
1.0% in 2013 and 2.1% in 2014, before 
accelerating to 2.5% in 2015.  
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NI Overview 
 
GVA data a puzzle suggesting a curious 
productivity tale 
 
The latest GVA data for NI suggests that growth 
in both 2010 and 2011 has been above the UK 
average. This is at odds with the long run 
historical trend and recent data. Both recent 
survey data and labour market data, would 
suggest that NI continued to lag further behind 
the UK. NIs strong performance in 2010 and 
2011 has been lead by manufacturing and the 
information and communications sectors. 
 

 
 

This pattern of strong GVA growth accompanied 
with weak labour market performance has led to 
a marked improvement in relative productivity in 
NI and is at odds with trends at the UK level.  
The UK the data would suggest the opposite has 
occurred; GVA data has remained weak, yet the 
labour market continued to perform favourably.  

 
Relative productivity, NI, 1990–2012 

(UK=100) 

 
 

NI - labour market weaknesses persist 
 
Employee job data indicates that NI recorded a 
loss of 5,300 jobs in the year to September 

2012, remaining one of the UK's weakest labour 
markets. Indeed NI and the East were the only 
regions to experience a fall in the jobs level over 
this period, with growth in all other UK regional 
labour markets driven primarily by the 
professional & scientific, administration services 
and accommodation & food services sectors.   
 

 
 
NI’s recent job losses have been spread across 
the economy with many of the sectors 
contracting in the year to Sept 2012.  In volume 
terms construction and health activities have 
endured the toughest year with the professional 
and admin & support activities, the sectors 
enjoying the greatest jobs growth. With very 
few sectors actively recruiting, it is likely to take 
some time before employers gain enough 
confidence to start re-hiring.  
 

 
 
Overall, the data suggests that the NI economy 
has contracted by 6% since the outset of the 
recession and lost approximately 50,000 jobs, is 
a sobering summary of what has been a very 
challenging half decade. Looking forward, the 
labour market is likely to shrink further over the 
next year before modest growth returns in the 
latter half of 2014, thus joblessness remains the 
number one priority over the short to medium 
term. 
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Sectoral Analysis 
 
Production 
 
Despite external factors remaining very much 
skewed to the downside for the agriculture 
sector, the recent data suggests the level of 
employment remained stable in Q3 2012 at 
33,600 jobs, which represents some degree of 
positivity after 3 consecutive quarters of jobs 
decline. Times remained tough for those 
employed in the sector, due to a combination of 
bad weather conditions, disappointing output 
prices and rising input costs (particularly animal 
feed).  

Farmers have continued to air grievances that 
food processors and retailers have not 
responded to the conditions, and rather left the 
farmers to solely bear the brunt. Indeed the 
prices on offer to beef farmers in NI remain 
significantly below those paid to producers in 
Great Britain (GB). Furthermore, the rate of 
Single Farm Payments (SFP), an important 
component of farm income, fell during the 
quarter due to a weakening of the Sterling-Euro 
exchange rate. Economic forecasting remains 
difficult for the agriculture sector given the 
volatility of the available data, but it is our belief 
that a hard winter will further adversely impact 
on total employment in Q4 2012. From the start 
of 2013 and beyond, we estimate that 
employment will rebound somewhat, though it is 
unlikely to reach the 34,000 jobs level by Q4 
2015. Despite this, GVA year on year growth is likely 
to average 2.5% over the next 3 years, suggesting 
that increased profits are being kept or re-
invested in technology rather than workers, with 
an aim of increasing productivity. Significant 
opportunities remain prevalent for the sector - 
the increased emphasis on high quality and safe 
produce, strong food processing facilities on 
offer in the region and the introduction of the 
first Groceries Code Adjudicator to ensure 
fairness in dealings between retailers and their 
supply chain should all act as a catalyst to future 
growth.  
 

Employment in the manufacturing sector 
increased by 100 net jobs in Q3 2012, 
consolidating the more significant gains of the 
previous quarter. The manufacture of food 
products alone provided 220 net additional 
employee jobs since Q2. Despite the 
aforementioned ongoing disputes with farmers, 
the food processing sub-sector has overcome 
stagnation in domestic markets by instead 
targeting growth in exports at a global level, and 
is an example to other sectors in this regard. 
Nevertheless, the positive signs for the 
manufacturing sector seem likely to be confined 
to the past. Our baseline outlook suggests job 
losses are likely throughout the forecast period, 
with the total employment level falling to 
80,800 jobs by Q4 2015. The ongoing 
rebalancing of the sector, lack of domestic 
demand and fragility of key markets like the 
Eurozone and the Republic of Ireland means risks 
are skewed to the downside. However private 
and public sector stimulus is likely to support 
firms who look farther afield to market their 
products. Investment and job announcements by 
ALMAC and DMAC in Q1 2013 are just two 
examples of recent success in the local 
manufacturing sector.   
 
Agriculture (3.4% yoy 2013) 

 
 

Manufacturing (1.1% yoy 2013) 
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In line with recent trends and as a result of 
reduced amounts of capital spend, employment 
in the construction sector fell again in Q3 
2012, this time by 600 net jobs, taking the level 
to 60,000 jobs. Though the sector has a strong 
multiplier effect and a notable public profile, the 
recent data means it now supports around 1 in 
13 total jobs in the region, a return to a level 
well before the housing boom began. The NI 
Indices of Construction and New Work for Q3 
2012 make for depressing reading, having fallen 
to index levels of 62.8 and 54.9 respectively 
(2005=100) – both record lows since the turn 
of the century. As a result, anecdotal evidence 
suggests a number of ‘zombie’ firms are 
teetering on the brink of bankruptcy but 
currently earning just enough cash to survive. 
The outlook for construction is for continued, 
albeit increasingly modest falls in employment, 
up until Q1 2014. It is envisaged that it will be 
the same quarter before GVA returns to positive 
year on year growth. Beyond that, the jobs 
outlook is largely subdued, with recovery likely 
to be a much longer term realisation.  
    The construction sector must surely have 
welcomed the Chancellor’s Autumn Statement 
where he announced the intention to shift 
money away from current spending towards 
investing in infrastructure needed for growth. 
This proposed huge expenditure on 
infrastructure across the UK should encourage 
more local construction companies – though 
given the current woes, it is essential that this 

investment is brought forward and utilised as 
quickly and efficiently as possible. 
 
Construction (-3.5% yoy 2013)  

 
 

 
 
 
Private services:   
Employment in wholesale & retail trade fell in 
the third quarter of 2012, in this case by 600 
net jobs. High street retailers in NI possess the 
same fears as their UK counterparts, stemming 
from the rise of online shopping which negates 
the need for workers on shop floors. The visual 
impact stemming from this continues to be more 
evident, with vacancy rates remaining higher in 
NI than the UK overall.  
    With this in mind, the fixation on austerity 
by the UK government without it yielding the 
desired short-term impacts, has been called into 
question by some retailers, given the sector is 
one of the first to be affected by dampened 
consumer confidence and spending. Should the 
recent large shop levy, which is currently under 
review, be abandoned, this may help larger 
retailers cope with adverse conditions -  though 
it could come at the expense of smaller retailers.  

The recent protests over the removal of the 
Union flag have meant many domestic, cross-
border and foreign shoppers have stayed away 
from town centres in NI, with shops reporting 
their worst Christmas in years. Many retail 
businesses have argued for a rates holiday to 
compensate them for this fall-off in business. 
But the retail sector should recover in jobs and 
GVA terms over the medium term, with recent 
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Sectoral Analysis 
 
Production 
 
Despite external factors remaining very much 
skewed to the downside for the agriculture 
sector, the recent data suggests the level of 
employment remained stable in Q3 2012 at 
33,600 jobs, which represents some degree of 
positivity after 3 consecutive quarters of jobs 
decline. Times remained tough for those 
employed in the sector, due to a combination of 
bad weather conditions, disappointing output 
prices and rising input costs (particularly animal 
feed).  

Farmers have continued to air grievances that 
food processors and retailers have not 
responded to the conditions, and rather left the 
farmers to solely bear the brunt. Indeed the 
prices on offer to beef farmers in NI remain 
significantly below those paid to producers in 
Great Britain (GB). Furthermore, the rate of 
Single Farm Payments (SFP), an important 
component of farm income, fell during the 
quarter due to a weakening of the Sterling-Euro 
exchange rate. Economic forecasting remains 
difficult for the agriculture sector given the 
volatility of the available data, but it is our belief 
that a hard winter will further adversely impact 
on total employment in Q4 2012. From the start 
of 2013 and beyond, we estimate that 
employment will rebound somewhat, though it is 
unlikely to reach the 34,000 jobs level by Q4 
2015. Despite this, GVA year on year growth is likely 
to average 2.5% over the next 3 years, suggesting 
that increased profits are being kept or re-
invested in technology rather than workers, with 
an aim of increasing productivity. Significant 
opportunities remain prevalent for the sector - 
the increased emphasis on high quality and safe 
produce, strong food processing facilities on 
offer in the region and the introduction of the 
first Groceries Code Adjudicator to ensure 
fairness in dealings between retailers and their 
supply chain should all act as a catalyst to future 
growth.  
 

Employment in the manufacturing sector 
increased by 100 net jobs in Q3 2012, 
consolidating the more significant gains of the 
previous quarter. The manufacture of food 
products alone provided 220 net additional 
employee jobs since Q2. Despite the 
aforementioned ongoing disputes with farmers, 
the food processing sub-sector has overcome 
stagnation in domestic markets by instead 
targeting growth in exports at a global level, and 
is an example to other sectors in this regard. 
Nevertheless, the positive signs for the 
manufacturing sector seem likely to be confined 
to the past. Our baseline outlook suggests job 
losses are likely throughout the forecast period, 
with the total employment level falling to 
80,800 jobs by Q4 2015. The ongoing 
rebalancing of the sector, lack of domestic 
demand and fragility of key markets like the 
Eurozone and the Republic of Ireland means risks 
are skewed to the downside. However private 
and public sector stimulus is likely to support 
firms who look farther afield to market their 
products. Investment and job announcements by 
ALMAC and DMAC in Q1 2013 are just two 
examples of recent success in the local 
manufacturing sector.   
 
Agriculture (3.4% yoy 2013) 

 
 

Manufacturing (1.1% yoy 2013) 
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job announcements by Asda in Portadown and 
Crescent Link in Derry (450 jobs and 350 jobs 
respectively), Royal Exchange in Belfast (2000 
jobs) and Ards shopping centre (1000 jobs) all 
reasons for some optimism going forward.  

 
Wholesale & retail trade (1.2% yoy 2013) 

 
 
 
 
 
The level of employment in the transport & 
storage sector remained largely unchanged 
once again in Q3 2012, as it had in the previous 
two quarters of the year. Recent stabilisation in 
oil prices and fuel costs has helped to mitigate 
against the adverse conditions in manufacturing 
and to a greater degree construction, on which 
the transport sector is so reliant. In the short-
term, our baseline forecasts suggest the 
transport & storage sector could enjoy creation 
of 400 net jobs up to Q4 2013, before more 
pronounced rises thereafter. This comes despite 
the recent news in January 2013 that Flybe 
have announced 300 job cuts across the UK 
mainly as a result of dealing with increased air 
passenger duty, with 15 of the 150 current 
staff in Belfast likely to be affected. More 
positive news however has come from plans to 
build a cross-border ferry service from 
Greencastle to Greenore in 2013, which is 
pinpointed to provide 24 direct jobs and 300 
linked jobs. The service should help drive the 
increased internalisation of NI and support 
export-led growth, but also provide a convenient 
method of travel for cross-border shoppers and 

those travelling north for the various tourism 
offerings in the year ahead. 
 
Transport & storage (0.6% yoy 2013 

 
 
 
Both the employment level and the rate of year 
on year GVA growth in the accommodation & 
food service sector remained broadly 
unchanged in Q3 2012. Throughout the course 
of the recession, fast food and budget 
restaurants and hotels have prospered as people 
rein in spending, top-end establishments have 
remained resilient backed by the wealthy and 
business visitors, meaning it is really the middle 
tier firms that have suffered most.  
Increased demand for budget food is evidenced 
by the recent announcement by McDonalds-  
who are aiming to create 100 new jobs across 
their 26 NI outlets. The current employment 
level of 45,600 is still 1,110 net jobs higher 
than at the end of Q1 2012, showing that 
events such as Titanic, Giant’s Causeway Visitor 
Centre and the Irish Open golf tournament have 
had the desired effect. Indeed Belfast was 
ranked in the Top 10 Traveller’s Choice 
Destinations for 2012 by Trip Advisor in their 
European Rise Awards.  
      It is important the region does not 
rest on its laurels and continues to showcase 
itself in months and years ahead; events like 
Derry~Londonderry City of Culture 2013, the G8 
Summit in June 2013, the World and World 
Police and Fire Games and the Turner Prize in 
2014 should ensure this is the case.    
     On this note, our outlook is for growth 
of a further 1,700 net jobs by Q4 2015, by 
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which point the sectoral employment would only 
be 1,200 jobs (or 2.5%) below its Q4 2009 
level. Up until now, demand in the sector has 
largely been concentrated in Belfast. It is vital 
that going forward, growth should be sustainable 
and spread to other more rural areas in the 
region.   
 
Accommodation & food service (1.6% yoy 
2013)  

 
 
 
 
 
 
 
 
 
 
The information & communication sector 
continues to take advantage of ongoing 
investment and favourable public policy support. 
Total employment rose by 100 net jobs back to 
a level of 17,000 jobs in Q3 2012, while GVA 
experienced a 12th consecutive quarter of year 
on year growth. Throughout Q3 2012 and in the 
period up to the writing of this brief, large  
scale job announcements by BT and UTV have 
been reinforced by smaller levels of job creation 
by WANdisco, Quantus and Oxford Consulting 
Group. 

 Firms in the sector are flourishing given that 
NI businesses are among the best up-takers of 
BT’s fibre-optic broadband. With an additional 
£4bn of income from the upcoming auction of 
licenses for 4G telecoms, resulting in even 
‘smarter’ smartphones and enhanced broadband, 

there is no reason to suggest that the bright 
times are a thing of the past.  

The outlook for the sector should see job 
creation on the same scale as the last 10 
quarters, meaning that by Q4 2015, the level of 
total employment could be at 18,600, close to 
10% greater than it is currently. 
 
Information & communication (2.7% yoy 
2013) 

 
 
The performance of the f inancial & insurance 
sector in labour market terms in Q3 2012 was 
stronger than we had forecast in our previous 
quarterly brief. The sector actually experienced a 
rise in employment of 100 net jobs (compared 
to the contraction of 100 net jobs predicted 
under our old baseline). That said, the 
employment in the financial sector is still 1,600 
jobs (or 7%) below the level of one year 
previous (Q3 2011), with the continued decline 
over the last 12 months due to reduced 
demand, the rationalisation of the branch 
network and well documented pressures  
associated with many of our local and national 
banks.  
 
Back-office opportunities have provided some 
shelter at a time when there has been little else 
to be cheerful about. The next 12-15 months 
are likely to see further job cuts in the sector, 
with estimates suggesting it will be Q2 2013 
before GVA returns to year on year growth. 
Should corporation tax be cut, the finance 
sector would be better placed than most to 
benefit, providing an uplift to our current 
baseline.  
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Financial & insurance (0.3% yoy 2013) 

 
 
There has been a significant upward revision to 
the employment data in real estate activities 
since Q3 2011, meaning the level of 
employment currently lies somewhere in the 
region of 7,500 jobs. The most recent data for 
Q3 2012 reflects the subdued state of the 
housing market, and to a lesser extent, the 
commercial property market; there was a cut of 
100 net jobs and GVA fell from 1.4% to 0.9% in 
year on year terms between Q2 and Q3. The 
latest University of Ulster Quarterly House Price 
Index shows that the overall average price of 
residential property declined by 0.5% over both 
the last year and over the last quarter. 
Although  caution is still being exerted by both 
buyers and sellers, the DFP Q3 Residential 
Property Index showed transactions levels were 
up 7 percent on the year. While five years of 
house price depreciation has addressed the 
affordability ratio to a large extent, a lack of 
finance to fund a deposit for a mortgage 
application can still act as a barrier.  
With this in mind, our outlook is for a very 
protracted recovery. We estimate that 
employment in real estate will only rise by 100 
net jobs up to Q4 2015, and GVA will average 
1.3% year on year growth over the forecast 
period (the same rate as the total economy). 
 
Real estate activities (-0.9% yoy 2013) 

 
 
After experiencing the effects of the recession 
throughout 2010 and 2011, data for 2012 
seems to suggest that the professional & 
scientific sector has stemmed the flow of job 
losses. An increase in employment of 200 net 
jobs in Q3 2012 has taken the total level over 
24,000 once again, while GVA has experienced a 
9th consecutive quarter of year on year growth. 
This buoyant performance is particular welcome 
given that the sector has important knock-on 
effects for other sectors through supply-chain 
linkages. A key contributor to this strong 
performance lies in NI’s strong growth in 
research & development (R&D), with figures 
showing this has been well above the UK average 
of late. With government recently committing to 
an extra £45m of R&D spending to consolidate 
recent performance, the outlook for the 
professional services sector is bright. We 
forecast job creation in every quarter over the 
forecast period, so that by Q4 2015, the sector 
could account for 25,700 jobs in the region, a 
rise of some 1,500 net jobs (or 6%) on current 
levels. The sector has an important part to play 
not only in collaborating with schools and 
universities for R&D, but also in providing 
opportunities to school leavers and university 
graduates, both from related degrees and to 
those from other career paths who cannot find 
work. The professional & scientific sector is well 
positioned to benefit from the aforementioned 
rapid improvements in telecoms and push 
towards increased infrastructure – with Axiom 
Law and PwC two prime examples of firms 
announcing job creation over the coming 1-2 
years. 
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of late. With government recently committing to 
an extra £45m of R&D spending to consolidate 
recent performance, the outlook for the 
professional services sector is bright. We 
forecast job creation in every quarter over the 
forecast period, so that by Q4 2015, the sector 
could account for 25,700 jobs in the region, a 
rise of some 1,500 net jobs (or 6%) on current 
levels. The sector has an important part to play 
not only in collaborating with schools and 
universities for R&D, but also in providing 
opportunities to school leavers and university 
graduates, both from related degrees and to 
those from other career paths who cannot find 
work. The professional & scientific sector is well 
positioned to benefit from the aforementioned 
rapid improvements in telecoms and push 
towards increased infrastructure – with Axiom 
Law and PwC two prime examples of firms 
announcing job creation over the coming 1-2 
years. 
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While revisions to the data have suggested that 
the rise in employment for the admin & 
support sector was not quite as strong in Q2 
2012 as previously thought (1,200 rather than 
1,400 net jobs), the performance in Q3 2012 
has provided further consolidation. 
 
Admin & support (2.6 % yoy 2013) 
 

 
 
By increasing by a further 1,000 net jobs, the 
level of total employment (45,100) is now 
higher than anytime from Q1 2011 onwards. 
Over the three months of Q3 2012, 
Teleperformance UK announced 400 new jobs in 
Bangor and Newry, while Firstsource announced 
a further 100 new call centre jobs in Derry. 
Capita, the business outsourcing and 
recruitment company, also announced a £320m 

contract which could see operations switched 
from London to alternative UK locations, 
including Belfast which could benefit to the tune 
of 336 new jobs. Tracking the role of the 
economy as a whole, a period of stability is 
expected in jobs terms for the admin & support 
sector over the next 9-12 months, before 
renewed and consistent job creation thereafter. 
Roles created within the sector are well suited to 
the current profile of the unemployed, thus 
policy implementation to support its continued 
growth would seem well placed. 
 
 
The arts, entertainment & recreation and 
other services activities sectors are largely 
driven by consumer spending, and therefore 
consumer confidence/sentiment. With the 
Danske Bank survey of Consumer Confidence 
rising from an index level of 108 in Q2 2012 to 
111 in Q3 2012, its highest figure for close to 
two years, it is no surprise that the level of 
employment in both aforementioned sectors has 
also risen over that time (by 600 and 100 net 
jobs respectively). The strong performance of 
the arts, entertainment & recreation sector in 
particular over the course of the recession has 
been surprising when placed in the context of 
the economic headwinds facing it; one would 
have been entitled to think that it would have 
been one of the first sectors to experience the 
effects of reduced household incomes.  
 
Arts, entertainment & recreation (1.2% 
yoy 2013) 
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The prospects for the arts, entertainment & 
recreation sectors are positive and on a par with 
one another – both are forecast to create 
approximately 1,000 jobs each up to the end of 
the forecast period. The World Police and Fire 
Games in August 2013 is anticipated to bring 
25,000 people (athletes and supporters) from 
70 countries to NI and provide a £21.4m boost 
to the local economy; while the Fleadh Cheoil na 
hEireann is expected to attract around 300,000 
visitors in the same month. Accordingly, the 
potential for local businesses in the arts and 
other personal services sectors is huge. 
 
Other services activities (1.3% yoy 
2013)  

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
Public services 

 
Each of the three public services experienced 
further falls in their employment levels in Q3 
2012 according to the latest employment data. 
The public admin sector lost 300 net jobs, 
marking a 4th consecutive quarterly contraction, 
while the health sector, NI’s second largest 
sectoral employer after wholesale and retail 
trade, lost 100 net jobs. The education sector 
experienced its expected seasonal net reduction, 
this time of 2,600 jobs, over 50% more than it 
did a year previous. Despite this, the ONS Public 
Sector Employment series indicates that the rate 
of job loss in NI over the year up to Q3 2012 
(1.4%) was actually much less pronounced than 
the UK as a whole (5.4%).  
The public spending cuts have been less high 
profile in NI; any job losses seem to have been 
the result of natural wastage rather than forced 
redundancies. This trend towards bringing public 
admin activities back ‘in-house’ rather than 
increasing outsourcing has undoubtedly helped 
in this regard.  
 
The outlook over the remainder over the 
forecast period is for job cuts for all three public 
services, meaning that collectively, close to 
7,000 net jobs could be lost between now and 
Q4 2015. This is however a marked 
improvement on the forecasts presented in our 
previous quarterly report (where we predicted 
10,300 net job losses over the same period). 
Recent positive signs for the health and 
education sectors have come from the Public 
Health Strategic Framework 2012-2022 which 
should see opportunities open in fields like health 
promotion, while in Q4 2012, the NI Executive 
announced investment in 6 ‘signature’ projects 
creating at least 300 jobs for new graduates in 
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healthcare and education over the next 2 years. 
This is welcome news at a time when figures 
have emerged suggesting just 30 out of the 600 
new teachers trained in NI in 2012 have been 
able to secure full-time school jobs, with the 
remaining 570 joining an estimated pool of 
5,000 currently out of work. 

 
In reality, forecasting the future of the public 
sector is very tricky, both in terms of output but 
particularly employment. Uncertainty is created 
both by the degree of further spending cups by 
the government and how these are tackled by 
those in charge. If the ongoing discussions to 
cut corporation tax in the region come to pass, 
while this would be of benefit to many private 
services sectors, it is likely to be accompanied 
by a cut to the block grant which could result in 
more cuts to public sector jobs over and above 
the current baseline.  
 
Public admin (-1.2 % yoy 2012) 

 
 
Education (0.1% yoy 2013) 

 

 
Health (0.6% yoy 2013) 

 



Quarter 1 2013

Prepared 7 February 2013

 

 

Prepared February 2013  
 
 

Quarterly sectoral forecasts  

Wage inflation 
 
Our baseline estimate for wage inflation in Q3 
2012 is 1.2%, representing a slight downward 
revision from our previous quarterly report. The 
2012 release of the Annual Survey of Hours and 
Earnings (ASHE) notes that the average weekly 
gross earnings level in NI in 2012 (of £460) is 
only marginally higher than in Wales, and some 
way behind the averages in Scotland, England 
and the UK as whole. When placed in the context 
of the rising cost of living, we can get a sense of 
how difficult households are finding coping with 
the current conditions. According to the latest 
information from the Asda Income Tracker, 
escalating housing, energy and food prices, 
combined with mortgage payments, were the 
largest pressures on household budgets. 
 
Given the fragile nature of the wider economy 
and the focus on job retention in what remains a 
subdued labour market, the outlook for wage 
inflation in the region remains modest. While we 
expect wages to grow at increasing rates up to 
Q2 2013 before stabilising somewhat at 1.8-
1.9%, it could be early 2015 before wages grow 
at a faster rate than general inflation.  
 
Unemployment  
 
The latest claimant count figures for NI suggest 
some semblance of stabilisation and even 
improvement over the final 4 months of 2012. 
After peaking at 64,714 in August 2012, the 
year-end level had fallen to 63,575, though this 
must be placed in context of the seasonal intake 
of retail workers, who will flow back onto the 
claimant count in January 2013. The current 
rate of claimant unemployment in NI of 7.7% is 
the highest of any of the UK regions and NI is 
one of only two regions to experience a rise in 
the unemployment rate over the course of 2012 
(the North East is the other in this regard). 
These statistics are particularly worrying when 
coupled with the fact that the region’s economic 
inactivity rate of 27.3% is also significantly 
higher than the UK average (22.9%), though it 
should be noted the gap between the two has 
bridged slightly over time. 
 

The amount of redundancies in NI in 2012 
totalled 3,297, which was higher than in both 
2010 and 2011 and the highest level since 
2003 (other than 2009). High profile job cuts 
announced throughout the year have been 
damaging to the economy, though it should be 
remembered that job creation by BT, Liberty 
Insurance, Axiom Law, Asda (in Portadown and 
Crescent Link, Derry), and more recently by 
McDonalds have provided some mitigation.  
 

 
 
At a local level, Derry had the highest rate of 
claimant unemployment of the 26 NI local 
authorities at 8.5%, followed by Belfast, 
Strabane and Limavady, each of which had 
figures over 7%. Only one district, Castlereagh, 
had a claimant rate below the UK average of 
3.7%, while Omagh was the only local area to 
actually experience a reduction in its rate over 
the last 12 months. 
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The baseline outlook suggests that the 
unemployment level will escalate further up until 
2014 and remain well above the figures enjoyed 
during the economic boom throughout the 
forecast period - given a less dynamic labour 
market and economic recovery. By the end of 
2015, close to 70,000 people in the region 
could be on the unemployment register. The 
problem has long since gone beyond being an 
economic issue, and has become a social one. 
With the recent protests over the removal of 
the union flag at Belfast City Hall, the links 
between rising unemployment, social unrest and 
rising crime and violence have meant that that 
tackling the escalating rate of unemployment 
may say a resolution to wider unrest in the 
region. 
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