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Manufacturing sector sees slowdown in growth during February
Summary:
Growth eased in the Irish manufacturing sector in
February as new orders increased at the weakest
pace since late-2013. Output and purchasing activity
also rose at slower rates, but employment bucked
the wider trend by increasing more quickly than at
the start of the year. The rate of input cost deflation
quickened to the fastest since November 2009, with
output prices also falling at a sharper pace in
response.
®

Investec Purchasing Managers’ Index :
50.0 = no change compared to the previous month

Increasing rate of growth

65
60
55
50
45
40
35
30

Increasing rate of contraction

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Sources: Markit, Investec

The seasonally adjusted Investec Purchasing
®
®
Managers’ Index (PMI ) – an indicator designed to
provide a single-figure measure of the health of the
manufacturing industry – fell to 52.9 in February
from 54.3 in January, still signalling an improvement
in the health of the manufacturing sector but the
weakest for two years. Business conditions have
now strengthened on a monthly basis in each of the
past 33 months.
Data signalled a slowdown in new order growth in
the Irish manufacturing sector, with the latest rise
the weakest since November 2013. Where new
orders did increase, panellists often mentioned
higher new business from export markets, in turn

reflecting new orders from the UK and US. Growth
in new export business also slowed, however.
In line with the trend in new business, output
increased at a weaker pace in February. That said,
the latest solid expansion in production extended the
current sequence of growth to 33 months.
Backlogs of work decreased for the second month
running, and at a sharp pace that was the fastest
since February 2014.
With new order growth slowing, some panellists
indicated that they had sufficient input holdings and
thereby reduced their purchasing activity. However,
others continued to increase input buying in
response to higher new orders. Overall, purchasing
activity rose, but at a much reduced pace, while
stocks of purchases were unchanged. Stocks of
finished goods rose for the third month running,
albeit at a weaker pace.
In contrast to a number of other indices from the
latest survey, employment rose at a faster pace in
February. The rate of job creation was the sharpest
in five months.
Input prices decreased at a sharp and accelerated
pace amid lower costs for items including oil, food
and polymers. Moreover, the latest fall in input
prices was the sharpest since November 2009.
Similarly, output prices decreased at a faster rate, in
response to both lower input costs and competitive
pressures.
Suppliers’ delivery times lengthened again in
February, albeit to the least extent in the current 31month sequence of longer lead times.
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Comment:
Commenting on the Investec Republic of Ireland
Manufacturing PMI survey data, Philip O’Sullivan,
Chief Economist at Investec Ireland said:
“The latest Investec Manufacturing PMI Ireland
report suggests that the global headwinds may be
starting to weigh on the manufacturing sector here.
The headline PMI fell to 52.9 in February from the
previous month’s 54.3 reading. While this still
signals that the sector is in growth mode, the implied
pace at which it is expanding is the slowest for two
years.
“The report shows that growth in New Orders has
moderated to its weakest since November 2013.
Within that, New Export Orders growth eased to the
slowest since February 2014. We suspect that at
least a part of this relates to recent euro
strengthening, although we should note that some
respondents cited the US and UK as the main
source of new export orders.
“Given the weaker growth in New Orders, it is no
surprise to see that Backlogs of Work fell for the
sixth time in the past seven months, with the last
month’s rate of depletion the fastest recorded since
February 2014. In a similar vein, a third successive
monthly increase (albeit marginal) in Stocks of
Finished Goods was recorded in February, while the

rate of expansion in the Quantity of Purchases index
was the weakest since October.
“If there is a particularly bright spot within this report
it is the Employment index, where the rate of job
creation quickened to a five month high. Employers
have added to headcounts for 33 successive
months now, but we question whether the current
rate of job creation is sustainable given some of the
trends noted above.
“On the margin side, Input Prices fell very sharply in
February, with the latest decline the strongest
recorded since November 2009. This drop was
attributed to commodity price weakness in areas
such as oil, food and polymers. However, at least
some of this benefit was passed on by
manufacturing firms to their customers, with the
Output Prices index declining for a second
successive month.
“When the Investec PMIs for January were released
a month ago we cautioned that “Ireland will not be
immune to any slowdown in international trade”. We
suspect, therefore, that some of the index changes
noted above are connected to the more troubled
global backdrop. With that being said, on balance
we expect that the sector will record another year of
growth in 2016.”
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Disclaimer
Investec Bank plc (Irish branch) (“Investec”) has issued and is responsible for production of this publication. Investec Bank
plc (Irish Branch) is authorised by the Prudential Regulation Authority in the United Kingdom and is regulated by the Central
Bank of Ireland for conduct of business rules. Investec Bank plc is a member of the London Stock Exchange and the Irish
Stock Exchange.
This publication should be regarded as being for information only and should not be considered as an offer or solicitation to
sell, buy or subscribe to any financial instruments, securities or any derivative instrument, or any other rights pertaining
thereto (together, “investments”). Investec does not express any opinion as to the present or future value or price of any
investments referred to in this publication. This publication may not be reproduced without the consent of Investec.
The information contained in this publication has been compiled from sources believed to be reliable, but, neither Investec,
nor any of its directors, officers, or employees accepts liability for any loss arising from the use hereof or makes any
representations as to its accuracy and completeness. The information contained in this publication is valid as at the date of
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this publication. This information is subject to change without notice, its accuracy is not guaranteed, it may be incomplete or
condensed and it may not contain all material information concerning the matters discussed herein.
This publication does not constitute investment advice and has been prepared without regard to individual financial
circumstances, objectives or particular needs of recipients. Readers should seek their own financial, tax, legal, regulatory and
other advice regarding the appropriateness or otherwise of investing in any investments or pursuing any investment
strategies. Investec operates exclusively on an execution only basis.
An investment in any of the investments discussed in this publication may result in some or all of the money invested being
lost. Past performance is not a reliable guide to future performance. To the extent that this publication is deemed to contain
any forecasts as to the performance of any investments, the reader is warned that forecasts are not a reliable indicator of
future performance. The value of any investments can fall as well as rise. Foreign currency denominated investments are
subject to fluctuations in exchange rates that may have a positive or adverse effect on the value, price or income of such
investments. Certain transactions, including those involving futures, options and other derivative instruments, can give rise to
substantial risk and are not suitable for all investors.
Investec (or its directors, officers or employees) may to the extent permitted by law, own or have a position in the investments
(including derivative instruments or any other rights pertaining thereto) of any issuer or related company referred to herein,
and may add to or dispose of any such position or may make a market or act as a principal in any transaction in such
investments or financial transactions.
Investec’s conflicts of interest policy is available at http://www.investec.ie/legal/uk/conflicts-of-interest.html
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Notes on Data and Survey Methodology
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The Investec Republic of Ireland Manufacturing PMI is based on data compiled from monthly replies to questionnaires sent
to purchasing executives in around 285 industrial companies. The panel is stratified by GDP and company workforce size.
Survey responses reflect the change, if any, in the current month compared to the previous month based on data collected
mid-month. For each of the indicators the ‘Report’ shows the percentage reporting each response, the net difference between
the number of higher/better responses and lower/worse responses, and the ‘diffusion’ index. This index is the sum of the
positive responses plus a half of those responding ‘the same’. Diffusion indexes have the properties of leading indicators and
are convenient summary measures showing the prevailing direction of change. An index reading above 50 indicates an
overall increase in that variable, below 50 an overall decrease. Markit do not revise underlying survey data after first
publication, but seasonal adjustment factors may be revised from time to time as appropriate which will affect the seasonally
adjusted data series.
®
®
The Purchasing Managers’ Index (PMI ) is a composite index based on five of the individual indexes with the following
weights: New Orders - 0.3, Output - 0.25, Employment - 0.2, Suppliers’ Delivery Times - 0.15, Stock of Items Purchased - 0.1,
with the Delivery Times Index inverted so that it moves in a comparable direction. The PMI is designed to show a convenient
single-figure summary of the health of the manufacturing sector.
About Markit Economics
Markit Economics is a specialist compiler of business surveys and economic indices, including the Purchasing Managers’
®
®
Index (PMI ) series, which is now available for over 30 countries and key regions including the Eurozone. The PMI series
have become the most closely watched business surveys in the world, favoured by central banks, financial markets and
business decision makers for their ability to provide up-to-date, accurate and often unique monthly indicators of economic
trends. For more information, e-mail economics@markit.com.
About Investec
Investec in Ireland, a member of the Investec Group, is a leading specialist bank and wealth and investment manager in
Ireland and is based in Harcourt Street, Dublin 2.The Investec Group is a leading international, specialist-banking group, with
headquarters in Johannesburg, South Africa. The group was founded in 1974 and currently has approximately 8,000
employees with offices in 14 countries. Investec acquired NCB in 2012. NCB Group, now trading as Investec Securities
Holdings Ireland Limited is one of Ireland’s leading financial services groups, whose main activities include Stockbroking
(private client and institutional), Bonds, Corporate Finance, Venture Capital Investment and International Funds Listing.
Investec Group is quoted on the Johannesburg and London stock exchanges with a market capitalisation of circa £4.2bn as of
31 March 2013. Investec’s three principal areas of business worldwide are Specialist Banking, Wealth and Investment and
Asset Management. For more information, visit www.investec.ie.
This document is not intended to be and must not be construed as an offer to buy or sell stocks or shares. It may not be
reproduced in whole or in part or passed to third parties without permission.
The Investec Republic of Ireland Purchasing Managers’ Index® series is produced by Markit Economics, an independent research company that produces highly-regarded surveys of
business conditions in nations around the world. Copies of the report are available on annual subscription from Markit. For subscription details please contact: economics@markit.com. The
intellectual property rights to the Republic of Ireland Manufacturing PMI provided herein are owned by or licensed to Markit. Any unauthorised use, including but not limited to copying,
distributing, transmitting or otherwise of any data appearing is not permitted without Markit’s prior consent. Markit shall not have any liability, duty or obligation for or relating to the content or
information (“data”) contained herein, any errors, inaccuracies, omissions or delays in the data, or for any actions taken in reliance thereon. In no event shall Markit be liable for any special,
incidental, or consequential damages, arising out of the use of the data. Purchasing Managers' Index® and PMI® are either registered trade marks of Markit Economics Limited or licensed to
Markit Economics Limited. Investec use the above marks under license. Markit is a registered trade mark of Markit Group Limited.
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