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Growth of production picks up in July
Summary:
Operating conditions in the Irish manufacturing
sector continued to improve in July as growth of
output, new orders and employment all accelerated
during the month. On the price front, a slower rise in
input costs was recorded, while output prices
decreased for the second month running.
®
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The rate of expansion in new orders also picked up
from June amid improving client demand and
successful advertising campaigns. Meanwhile, the
weakness of the euro continued to underpin growth
of new export business.
Rises in both current and future output requirements
led to another strong rise in employment. Despite
increased operating capacity, outstanding business
rose for the first time in three months, reflecting the
pace of new order growth.
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The seasonally adjusted Investec Purchasing
®
®
Managers’ Index (PMI ) – an indicator designed to
provide a single-figure measure of the health of the
manufacturing industry – rose to 56.7 in July from
54.6 in June to signal a further marked
strengthening of business conditions, and one that
was greater than in the previous month. The health
of the sector has now improved in each of the past
26 months.
Manufacturing output rose at a faster pace in July,
with panellists reporting having worked on both
existing business and an increased amount of new
work during the month. Production has increased
continuously since June 2013, with growth in
consumer goods output the fastest of the three
market groups covered by the survey.

Firms also reacted to greater production
requirements by raising their purchasing activity at a
sharp and accelerated rate. Consequently, stocks of
purchases were depleted at a fractional pace that
was the weakest in the current five-month sequence
of decline.
Meanwhile, stocks of finished goods increased for
the first time in nine months amid efforts to build
inventories and the slower delivery of products to
customers.
Although input prices continued to increase in July,
the rate of cost inflation eased to the slowest in the
current five-month period of rising input prices. The
weakness of the euro was the main driver of cost
inflation, while falling prices for some raw materials
reportedly led to reduced cost pressures.
Competition and falling prices in world dairy markets
contributed to the latest reduction in output prices,
the second in as many months. The rate of decline
was modest, but faster than seen in June.
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Finally, suppliers’ delivery times lengthened solidly,
extending the current sequence of deterioration to
two years.
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 reveals a further marked improvement in
business conditions, having strengthened over the
previous month. The headline PMI rose to 56.7 in
July from the previous month’s 54.6, while the
sequence of above-50 readings now stretches to 26
months.
“The New Orders index rose at a faster pace in July,
with the sequence of positive readings now
extending to 25 months. The New Export Orders
index also strengthened in July (the strongest
reading since February) and it is no surprise that
Euro weakness continues to underpin the latest
expansion. Reflecting the strength of new order
growth, backlogs of work increased during the
month, ending a two-month sequence of falling
outstanding business. This occurred despite an
increase in operating capacity over the period.

“Given the positive conditions reported above, it is
encouraging to see that firms continued to add to
headcounts in July, extending the current series of
job creation to 26 months. Furthermore, the rate of
increase was stronger than in June with
respondents citing greater production requirements
and anticipated growth in new orders as factors that
had led them to take on extra staff during the month.
This outturn is all the more reassuring given the
apparent margin pressure within the sector at this
time, with Input Costs rising for a fifth successive
month, albeit at a slower pace than June, while
Output Prices declined for the second consecutive
month. While Euro weakness against sterling and
the US dollar continues to be blamed for rising Input
Costs, some raw materials were reported to have
fallen in price during the month.
“Overall, the strengthening of output, new orders
and employment in July gives confidence to our
view that activity levels for Irish manufacturing firms
are likely to pick up again in Q3 after a slower finish
to Q2. While increased uncertainty over Greece is
likely to have weighed on Markit’s flash Eurozone
composite PMI which softened to 53.7 in July, the
single currency’s continued weakness against both
the dollar and sterling augurs well for exports to the
US and UK, two critical markets for Irish exporters.”
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Notes on Data and Survey Methodology
®

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 company size and by Standard
Industrial Classification (SIC) group, based on industry contribution to Irish GDP. 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.
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