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" The outlook- austerity still a concern
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Risks abound...

Eurozone - jobs,
finally. migration
issues. More QE?
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The Outlook for UK-
Austerity a factor

United Kingdom forecast

2015 2016 2017 2018 2019 2020
GVA (% p.a.) 2.6% 2.6% 2.2% 1.8% 1.9% 2.0%
Employment (000's) 324 417 256 100 184 187

Employment, UK, 1997-2025
Real GVA growth rate, UK, 2015-2025
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Factors influencing UK economic outlook:
g *  Weakening trade outlook (China et al)

Ulst * UK consumer dependence
Unsi\grsity * Government cuts
- * Possible interest rate rises
Policy Centre .

Low interest rates, pay rises and weak dollar

i S : UUEPC
have boosted domestic economy ource

(Autumn 2015)



Autumn statement a U-turn?

Surprising shift in Chancellor’s plans. Softening austerity,
moving to tax increases and no tax credit removal (yet)

All the figures depend on the 2.4% outturn for UK
economy (which is assumed by OBR) so don’t count on
this being the final word!

For NI this means basically flat cash for departmental
spend (Actually a small increase) meaning cost control
vital

More capital spend and no need to earmark money to
offset tax credit effects of the budget
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NI Indicators pointing In the right
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direction (mainly)

Change
on quarter

Change

on year

GVA 2014

g

. Employee Jobs

Self Employment

«=>

Unemployment

Economic Inactivity

House Prices

5

Skills - NVQ 4+ (2014)

Business Start-Ups 2013

Exports

Redundancies

Tourism

Composite Economic Index
Index Production

Index Services

BERD/HERD/GOVERD 2013

Car sales

PMI:Employment

PMI:New Business

PMI:Output
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But outlook suggests a tough road

Northern Ireland forecast

2016 2017
GVA (% p.a.) 1.9% 1.5% 1.5% 1.5% 1.7% 1.8%
Employment (000's) 19 8 4 0 2 2

Employment, NI, 1997-2025
Real GVA growth rate, NI, 2015-2025 920
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100

UK

Leaving fundamentals entrenched

Relativities, NI vs. UK, 1997-2025 (UK=100)
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Labour market has begun to pick up

Workforce jobs index, NI & UK, 2000-2015 (2008=100)
110

* NI employment: 25,000 jobs shy of
peak levels in 08
* UK employment: 1.5M jobs above

peak levels in 08
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Self employmentindex, NI & UK, 2000-2015 (2008=100)
130

* NIl self-employment: 17,000

jobs shy of peak levels in 08 120
UK employment: 665,000 jobs 110
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labour market improved in all areas

% 16-64 pop claiming JSA, NI LGD's, 2004-2015 (resident based)

10.0%
9.0%
8.0%
—Derry and Strabane
7.0% ~—— Belfast
6.0% ~——Causeway Coast and Glens
——Fermanagh and Omagh
5.0% —Newry, Mourne and Down
4.0% ——North Down and Ards
—— Mid and East Antrim
3.0% ——Armagh, Banbridge and Craigavon
2.0% — Antrim and Newtownabbey
—Mid Ulster
1.0% ——Lisburn and Castlereagh
0.0%
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NI labour market was hit harder, but
IS climbing faster

Employment change, NI, 2012-15

M NI actual employment ¢ NI Employment at UK growth rate

10
8 ¢ NI has created 48,000 jobs in 3 years
6 ¢ Had NI followed UK sectoral growth patterns e * .
= 4 there would only have been 37,000 jobs
S
- : e g g B
0 2 = =y oy
2 ' - . (ST S
*
-4
N .
\)%'\\}e \é\& 'bo& '5600 S ® Q\fb%@ Q/é' O@Qoe \\&8‘) %"’5& %Qg;" 4\‘0@9 vﬁ'\\g’b Q@\% $o& KA\Q@C’ '500(\ 0(\0 o&oo @\?}
S RS . \ D (& X
& & & O N F e TS T LTS E
v & N OQQ\ RN I R SR g&% 6@% L $ ®®° & P
X & O S & L & & & &S S
\\c’b ¢ \Q’b(\ '00% $ ’5@,‘ V&jﬁ' &@Q \o\\e ‘&Q}‘v %(-'\Q}\ 8,@\) Qgg’% ’(\\% N
N @'z}“\ eé‘Q o @ ¥ a§°\
o\ N2 c_,\o e
& R &
Q% <© .
A shift to domestic
N strength
Ulster
University
. :
Pf)cl)irclgrgclecntre Note: NI employment fell by 80,000 (9.1% of total employment)
UK employment fell by 790,000 (2.5% of total employment) Source: UUEPC

(Autumn 2015)



But the cuts will hurt...

Employment change by sector, NI, 2015-25

Manufacturing
Professional & scientific
Information & Comm's
Administration services
Retail

Accommodation
Construction

Arts and entertainment
Health & social work
Transportation
Agriculture

Other services

Real estate

Mining and quarrying
Water supply & waste
Financial activities
Utilities

Employed by households
Education

Public Admin' & defence
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44,000 jobs forecast

over next 10 years
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Inactivity remains a problem

Economic inactivity rate (% 16+ population), NI LGD's,
2014
44%
42%

40%
38%
36%
34%
32% .
30%
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...can the private sector cope?

Current position of business, NI, Q3 2015

36% of NI
businesses
in growth
mode

Q3 2015

Q2 2015

Q1 2015

°
Do

Q3 2014

Q2 2014

Q1 2014

M Winding down M Survival at all costs M Reducing/ contraction

M Stablising M Slight growth/expansion B Rapid/moderate expansion
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Costs are still a major concern

Key challenges for NI businesses, Q3 2015

Cash Flow

Rising costs of other overheads

Discounting by competitors

Late payments from customers

New competitors

Reduction in demand for goods and services

Rising energy costs

Business and consumer confidence

Keeping up with innovations in your industry

Difficulty recruiting appropriate skills for business
Exchange rate between Sterling and Euro
Access to finance

Lack of appropriate skills in business

0

=S

10% 20% 30% 40% 50% 60%

H Somewhat of anissue M Largeissue i Huge issue
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Fresh start agreement encouraging, after a frustrating wait

Not huge extra general money — most earmarked for specific
‘division’ measures

Confirmation of Corporation Tax reduction in 2018 to 12.5%
(though who pays still unanswered)

But some important points — sharing savings on benefit fraud,
establishing a fiscal council, end of welfare penalties

Some sense of ‘last chance’ feeling. A grasping of the need to
change and that Treasury are no longer listening to the
‘special case’ argument in a general sense

The big challenge is now — hospital system, water charges,
rates system, education and policing, housing — all tough
decisions that have got to be made soon.
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Latest fiscal data highlights the big
debate

Expenditure

Non-identifiable
& Accounting

2014/15 e

Effective Fiscal Deficit
£9.8bn
Source: HMRC, NI Executive, PESA
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25% of NI’s total expenditure on
benefits

DEL AME

Education
£2.1bn

Student loans
£0.2bn

O L o
Non-ministerial

Source: NI Executive (2015-16) Note: Figures may not sum due to rounding
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NI Skills Barometer

Identify demand and supply factors

* Demand for jobs (by industry and occupation)
Demand e Expansion demand Plan for high
e Replacement demand growth
e Demand for skills
e Current and Projected skills mix
e HE and FE skills (by subject area and NQF level)

side
indicators

eSupply of people
e Demographics (by industry and occupation)
e Immigration

e Supply of HE and FE skills (by subject area and NQF level)
e Attainment

Supply side

indicators

Supply/ e Identify the annual average supply gap
Demand e by HE (JACS) and FE (SSA)

e by NQF Level

(im)balance
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Subjects in Demand
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Subjects in Demand

Our economy needs more people with Foundation Degree
Level / Higher Level Apprenticeship qualifications in:




Demand by industry sector

Annual average net requirement (2015-25)

Wholesale & retail
Manufacturing
Restaurants and hotels

Admin’ & support services
Construction

Professional scientific & technical
Health & social work
Information & communication
Education

Transport & storage
Arts & entertainment

Finance & insurance
Other service activities
Agriculture

Real estate
Elect' & gas

Mining

Water supply & waste

People employed by households
N Public admin & defence
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m Expansion — 29,300 p.a.

B Replacement

=

-1,000

1,000

2,000

Number of people demanded

3,000

4,000 5,000

Source: EPC



Supply Gap — NQF Level

Annual average labour market supply gap (NQF L1 to L8)

High Level (L6+)

- Marginal under-supply

Mid Level (L3-5)

- Significant under-

supply

Low Level (L2 and below)

- Over-supply

-

Undersupply Oversupply

Level 7-8 I 94

-585

-1420

-1995

Total undersupply NQF level 3+ = 3,906 Level 2 | 27

Lessthan NQF level 2 - 313

-2,500 -2,000 -1,500 -1,000 -500 0 500



NQF L6+ Supply Gap — Broad subject area
Annual Average Supply Gap NQF L6+ (JACS 1 digit)
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NQF L4-5 Supply Gap — Broad subject area
Annual Average Supply Gap NQF L4-5 (SSAs 1 digit)
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Wider Skills Required

Wider employability skills are essential
to securing employment

skills which
employers will
reqmre: “»  Work experience,
placements and
internships are vital
to develop these skills

and increase your
chances of being

A\g offered a job.
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Economy has been growing
A varied mix of sectors is extremely welcome

Exposure to a slow down in consumer and government
spending remain NI's key risks

Domestic strength has been a welcome boost when external
conditions have worsened

Austerity, assembly response and interest rate rises all come
as domestic risks

Autumn statement has eased the pressure somewhat and
‘Fresh Start’ adds some more money and presented a ‘last
chance’ for economic leadership

But more talent available to private sector
And investment is coming
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The critical challenges
+ ‘Integrated Economic Strategies’: Integrated with what?

* The Cult of FDI or Local Solutions?
- High Road or Low Road?

+ Business Support — “If less is more, just think how much
more ‘more’ will be!”
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Thank you
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