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Irish growth loses some momentum

The publication by the CSO of National Accounts and Balance of Payments data for the second quarter
of the year did not attract the same degree of public commentary as usual. These are key figures
showing how the Irish economy performed and its interactions with the rest of the world.

The data have become discredited, though, as the figures for 2015 were greatly inflated by corporate
restructuring and balance sheet changes by some multi-national companies. As a result, GDP and
GNP no longer represent an accurate
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how the economy is performing.

In this regard, the National Accounts data still provide lots of useful information on the economy.
For a start, the CSO estimate that GDP grew by 4% year-on-year in the first half of 2016 looks
broadly correct and is consistent with other data on the economy. However, it represents a slowdown
in the underlying growth rate of the economy compared to 2015 and 2016.

The National Accounts data reveal quite a slowdown in the rate of growth in core domestic
demand this year. Growth in core domestic spending—consumer and government spending plus
investment—slowed to around 2.5% in the first half of 2016 from an average of 5.5% in the past couple
of years. Business investment in particular has fallen back somewhat this year, after surging
ahead in 2014 and 2015.

Meanwhile, consumer spending has not Irish Retail Sales (ex autos)
sustained the strong growth rate of 4.5% (Volume, YoY, %)

seen last year. This is evident from other
indicators also. Indirect tax receipts are
running behind schedule, while after a
strong start to the year, new car sales have
lost some of their upward momentum.
Meantime, there has been a marked
deceleration in growth in retail spending
since the spring.
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The CSO has indicated that a fall-off in
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contributed to a slowdown in consumer spending in the second quarter of the year. Thus, a broad
range of indicators suggest that consumer spending has lost momentum since the earlier
part of the year.

Meanwhile on the external front, CSO data suggest that growth in service exports has slowed.
Furthermore, the PMI for the manufacturing sector has fallen to its lowest levels in more than
three years in the past couple of months.

Overall then, there are a broad range of Employment (% Change YoY)
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Growth in the US economy, a key
export market for Ireland, has also lost [®
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However, we should be careful not to overstate the extent of the slowdown in the
economy. Many indicators are still pointing to a strong performance and, as already indicated,
GDP did grow by 4% year-on-year in the first half of the year.

The PMI for the key services sector remains close to a ten year high and is pointing to on-
going robust growth in activity. The recovery in construction is continuing, albeit from a low
base, with house building in particular remaining on a strong upward trajectory. Consumer
confidence is close to fifteen year highs.

Labour market data also remain
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In summary, then, the economy F[° LA
seems to be performing reasonably |ss Y

well in 2016, but growth has lost some \ /
momentum and will be lower than in the
last two years. GDP growth for this year
could average around 3.5%. However, [© ‘ ‘ ‘
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5.5% because of a decline in profit

repatriations from multinational corporations. With the uncertainty of Brexit likely to persist,

GDP growth may remain in the region of 3-3.5% over the next couple of years.

40

35

This publication is for information purposes and is not an invitation to deal. The information is believed to be reliable but is not guaranteed. Any expressions of opinions
are subject to change without notice. This publication is not to be reproduced in whole or in part without prior permission. In the Republic of Ireland it is distributed by
Allied Irish Banks, p.l.c. In the UK it is distributed by Allied Irish Banks, plc and Allied Irish Banks (GB). In Northern Ireland it is distributed by First Trust Bank. In the
United States of America it is distributed by Allied Irish Banks, plc. Allied Irish Banks, p.l.c. is regulated by the Central Bank of Ireland. Allied Irish Bank (GB) and First
Trust Bank are trade marks used under licence by AIB Group (UK) p.l.c. (a wholly owned subsidiary of Allied Irish Banks, p.l.c.), incorporated in Northern Ireland.
Registered Office 92 Ann Street, Belfast BT1 3HH. Registered Number NI 018800. Authorised by the Prudential Regulation Authority and regulated by the Financial
Conduct Authority and the Prudential Regulation Authority. In the United States of America, Allied Irish Banks, p.l.c., New York Branch, is a branch licensed by the New
York State Department of Financial Services. Deposits and other investment products are not FDIC insured, they are not guaranteed by any bank and they may lose
value. Please note that telephone calls may be recorded in line with market practice

AIB Bankcentre, Ballsbridge, Dublin 4 Tel: 353-1-6600311 www.aibeconomicresearch.com



