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AIB Ireland Services PMI®

Strong expansion in Ireland's service sector in August
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Strong growth in the Irish service sector was sustained during August with the latest
AIB PMI® survey data marking exactly two-and-a-half years of successive monthly
improvements in business activity, new business, and employment. Demand resilience
in the sector continued to bolster these increases. Indications of a potential deceleration
in market conditions were highlighted by a slight slowdown in the rates of expansion in
output and new orders, however. Elsewhere, wage pressures continued to drive a rapid
increase in input costs, but one that was the weakest in 28 months.

Commenting on the survey results, Oliver Mangan, AIB Chief Economist, said:

"The AIB Irish Services PMI for August
registered another impressive reading
of 55.0, though, it was down somewhat
on the levels of 56.7 and 56.8 recorded
for July and June, respectively. It points
to continued strong growth in business
activity in the lIrish services sector, in
marked contrast to some of the major
advanced economies. Indeed, the
flash Services PMlIs fell into contraction
territory in August in the Eurozone and
UK, with the indices declining below the
50.0 level to 48.3 and 48.7, respectively.
Meanwhile, the US index slipped back to
51.0 in August.

"The continued robust performance
by the lIrish services sector reflects
ongoing healthy demand conditions.
This was evidenced by another strong
increase in new business volumes at
Irish services firms from both domestic
and export customers, though their rate
of growth has slowed in recent months.
Employment continued to increase at a
solid pace, picking up from July, while

AIB Ireland Services Business Activity Index
sa, >50 = growth since previous month

there was a further significant rise in the
level of outstanding work.

"There were marked variations in the
growth in business activity across the
four sub-sectors covered in the survey
—  Technology/Media/Telecoms  saw
buoyant growth, while Transport/
Tourism/Leisure contracted for a second
consecutive month. Meanwhile, firms
across the four services sectors remained
very optimistic about their expectations
for activity levels over the next 12 months.

"Inflationary pressures remained
elevated in the services sector against
the backdrop of an on-going strong
expansion in activity. Input prices
continued to experience significant
upward pressure, most notably from
rising labour costs and fuel bills. Higher
operating costs continued to be passed
on in higher selling prices. That said, the
rate of increase in both input and output
prices has eased considerably in recent
months."
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Overview

Strong increases in activity and new business

Rate of input cost inflation weakens to 28-month low but...

...selling prices rise at an accelerated pace

The headline figure is the AIB Ireland
Services Business Activity Index, a
diffusion index calculated from a question
that asks for changes in the volume of
business activity compared with one
month previously. The index is the sum
of the percentage of ‘higher’ responses
and half the percentage of ‘unchanged’
responses. The index therefore varies
between 0 and 100, with a reading
above 50 indicating an overall increase
compared to the previous month, and
below 50 an overall decrease.

Registering 55.0 in August, the latest AIB
Services Business Activity Index posted
above the critical 50.0 neutral threshold
to mark exactly two-and-a-half years of
consecutive monthly improvements in
the Irish services economy. The latest
reading signalled a strong expansion
in output, although, having fallen from
56.7 in July, the rate of growth was the
slowest since January.

Where growth in activity was reported,
this was mostly linked to ongoing
demand buoyancy. A sustained and
strong increase in new business intakes
during August underscored this notion.
However, broadly matching the trend
seen for output, the rate at which
order book volumes expanded was the
weakest in seven months. Alongside this
was a slightly softer upturn in new export
orders. Still, the overall improvement in
foreign market demand was solid overall
and historically elevated.

Generally positive trends in demand
recorded in August supported firms'
outlook for activity over the year-ahead.
Monitored companies remained strongly
optimistic amid hopes for a further
improvement in demand conditions,

the development and launching of new
products and building project pipelines.

Sustained rises in both activity and
overall demand continued to stimulate
job creation. Workforce numbers rose
for the thirtieth straight month during
August and to a greater extent than seen
in the previous survey period. However,
the latest round of employment growth
failed to prevent a further build-up
of backlogged work midway through
the third quarter of the year. The level
of outstanding work across Ireland's
service sector rose at a marked pace
that was the quickest in three months.
Survey respondents mentioned that a
combination rising inflows of new work,
hiring difficulties and sickness in the
workforce drove the latest accumulation
in outstanding business.

In terms of prices, divergent trends were
observed. Amid reports of persistent
wage pressures, the rise in operating
expenses remained substantial during
August. However, the rate of input cost
inflation eased for the second month
in a row to the slowest in 28 months. In
contrast to this, companies raised their
selling prices at a faster pace midway
through the third quarter of the year.
Panel members often reported that they
had hiked their own prices to reflect
increasing operating expenses.

Underlying data highlighted mixed sector
trends during August. Technology, Media
& Telecoms led growth of output, new
orders and employment. Meanwhile the
Business Services and Transport, Tourism
& Leisure sectors recorded contractions
in activity. At the same time, Financial
Services noted a slower uplift in output.
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Activity and demand

Budsi”ess Activity Business activity
Index . . .
Mar - Aug 23 The seasonally adjusted Business Activity Index

sa, >50 = growth remained above the neutral 50.0 threshold in

& August to mark exactly two-and-a-half years of
sustained growth in Irish service sector activity.
The rise in output was, in most part, attributed
to a healthy demand environment. Although
still strong overall, the rate of expansion was the
softest since January amid some mentions of
slowing market conditions.
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New Business New business
Index
Mar - Aug 23 Overall demand for Irish services increased again

sa, >50 = growth during August. New business volumes have now
C risen on a monthly basis for exactly two-and-a-
half years with the latest uptick strong overall.
Anecdotal evidence suggested that growth was
primarily driven by ongoing demand resilience.
However, having slowed since July, the rate of
expansion was the least pronounced in seven
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New Export New export business

Business Index

Mar - Aug ‘23 As has been the case on a monthly basis since

sa, >50 = growth March 2021, inflows of new business from abroad

60

Moreover, the upturn in new export business was
strong overall and remained historically elevated.
When explaining the latest increase, panel
members commented on buoyant demand in key
export markets and greater overseas investment.
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Business expectations

Future The Future Output Index remained firmly
Activity Index above the neutral 50.0 threshold during
Mar - Aug 23 August to signal a sustained sense of

50 = th ted P . .
SUSgEin s optimism across the Irish services economy

80
regarding the year-ahead outlook. Positive
w0 sentiment was underpinned by hopes for a
@ further pick-up in market demand, and the
development and launching of new products.
£0 However, the degree of confidence was
@ broadly unchanged from that recorded in July

and hence fell short of the long-run average.
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rose midway through the third quarter of the year.

Business Activity Index
sa, >50 = growth since previous month
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Employment
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Outstanding
Business Index
Mar - Aug ‘23
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Employment and capacity

Employment

Services employment in Ireland rose further
midway through the third quarter of the year,
thereby extending the current sequence of job
creation to 30 months. The pace of expansion
in workforce numbers quickened since July and
was solid overall. According to panel members,
sustained increases in activity and new business
spurred hiring.

Outstanding business

August data highlighted another accumulation

in the level of outstanding business across
Ireland's service sector. The pace of expansion
quickened to a strong rate that was the sharpest
in three months. Panel reports suggested that a
combination of greater inflows of new business,
hiring difficulties and sickness in the workforce led
to the latest increase in backlogged work.

Employment Index

sa, >50 = growth since previous month
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Input Prices
Index
Mar - Aug ‘23

sa, >50 = inflation
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Prices

Input prices

Operating expenses paid by companies in the
Irish services economy continued to rise rapidly
midway through the third quarter of the year.
Input costs have now increased on a monthly
basis for more than three years. Persistent wage
pressures were noted as the primary factor
driving the latest round of inflation although
higher energy and fuel bills were also mentioned.
Though still historically elevated, the pace of
increase was the weakest since April 2021.

Prices charged

Irish service providers raised their output charges
again during August and to a greater extent

than seen in the previous survey period. Selling
prices have now risen on a monthly basis for
exactly two-and-a-half years. Survey respondents
attributed higher output charges to efforts

to protect profit margins from ongoing cost
increases.

Input Prices Index
sa, >50 = inflation since previous month
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sa, >50 = inflation since previous month

70
60

50

40

30

‘08 '09 10 11 12 13 '14 15 16 17 '18 '19 20 '21 '22 '23

PMI

by S&P Global

© 2023 S&P Global



AIB Ireland Services PMI|®

AlIB

Services sub-sectors

Business
Services

Business Activity Index
Mar - Aug ‘23
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Conditions across the Business
Services sector worsened for
the first time in two-and-a-
half years during August. A
fresh decrease in output was
accompanied by a notable
slowdown in the rate of new
business growth. The pace
of job creation also eased,
and  business  sentiment
weakened. Meanwhile, rates
of input price and output
charge inflation accelerated to
four- and seven-month highs,
respectively.

B Business Services

Business Activity Index

sa, >50 = growth since previous month
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Employment Index
sa, >50 = growth since previous month
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B Financial Services

Financial
Services

Business Activity Index
Mar - Aug 23

sa, >50 = growth
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The upturnacrossthe Financial
Services sector weakened in
August amid a softer increase
in output and the weakest
expansion in new business
in the current eight-month
sequence of growth. Backlogs
of work were accumulated at
a softer pace and firms raised
their headcounts at a slower
rate. Paces of increase in input
prices and output charges
eased to 26- and 21-month
lows, respectively.

New Business Index
sa, >50 = growth since previous month
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Outstanding Business Index
sa, >50 = growth since previous month
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B Technology, Media & Telecoms

Technology, Media &
Telecoms

Business Activity Index
Mar - Aug 23
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The Technology, Media &
Telecoms  sector topped
the growth rankings during
August. Allthree of new orders,
output and employment rose
at rapid and accelerated paces
with the increase in the former
among the sharpest in the
series history. Nevertheless,
business sentiment was the
weakest seen since March. In
terms of prices, a slowdown in
the rate of input cost inflation
contrasted with a faster rise in
selling prices.

New Export Business Index

sa, >50 = growth since previous month
80 -
70 -
60
50
40 4
30
20
10 -
0

NRIA

'20 ‘21 ‘22 '23

Input Prices Index
sa, >50 = inflation since previous month

100 -
%
WS

20 21 22 '23

A

Transport, Tourism &
Leisure

Business Activity Index
Mar - Aug 23
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August data marked a back-
to-back decrease in the level
of output across the Transport,
Tourism & Leisure industry as
well as a fresh contraction in
new business. Likewise, new
export orders returned to
contraction territory, falling at
the quickest rate in the year
so far. Elsewhere, job creation
resumed. Price pressures
mounted, as highlighted by
faster rates of inflation for
both input costs and output
charges.
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AIB Ireland Composite PMI®

Fresh expansion in Ireland's private economy

After stagnating during July, Irish private sector output rose in

August. The AIB Ireland Composite PMI® Output Index* improved

from 50.0 in July to 52.6 in August, a reading consistent with a

moderate uplift in activity that was the most pronounced in four
months. A sustained increase in services output combined with
a significantly slower fall in manufacturing production led to the

overall expansion.

New orders placed with private sector firms increased solidly

during August amid a sustained rise in inflows of new business
at service providers and a fresh uplift in factory orders. This was
accompanied by the strongest rise in aggregate employment since
April and an improved sense of optimism among private sector

firms.

Inflationary pressures at the composite level showed signs of
strengthening during August. Rates of both input cost and

output charge inflation accelerated on the month to reach four-
month highs. Although goods producers recorded further falls in

operating expenses and selling prices, rates of decline slowed.

B Composite
B Manufacturing
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Output Index
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New Business Index
sa, >50 = growth since previous month
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Composite Output Index

sa, >50 = growth since previous month
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*Composite PMI indices are weighted averages of comparable manufacturing and services PMI
indices. Weights reflect the relative size of the manufacturing and service sectors according to
official GDP data.
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International PMI

Composite Output Index, Jul 23 The Composite Output Index is a GDP-weighted average of the
sa, >50 = growth since previous month Manufacturing Output Index and the Services Business Activity Index.
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Survey methodology

The AIB Ireland Services PMI® is compiled by S&P Global from
responses to questionnaires sent to a panel of around 400
service sector companies. The sectors covered include consumer
(excluding retail), transport, information, communication,
finance, insurance, real estate and business services. The panel is
stratified by detailed sector and company workforce size, based
on contributions to GDP. Data collection began in May 2000.

Survey responses are collected in the second half of each month
and indicate the direction of change compared to the previous
month. A diffusion index is calculated for each survey variable.
The index is the sum of the percentage of ‘higher’ responses
and half the percentage of ‘unchanged’ responses. The indices
vary between 0 and 100, with a reading above 50 indicating an
overall increase compared to the previous month, and below 50
an overall decrease. The indices are then seasonally adjusted.

The headline figure is the Services Business Activity Index. This is
a diffusion index calculated from a question that asks for changes
in the volume of business activity compared with one month
previously. The Services Business Activity Index is comparable

to the Manufacturing Output Index. It may be referred to as

the ‘Services PMI’ but is not comparable with the headline
manufacturing PMI figure.

The Composite Output Index is a weighted average of the
Manufacturing Output Index and the Services Business Activity
Index. The weights reflect the relative size of the manufacturing
and service sectors according to official GDP data. The Composite
Output Index may be referred to as the ‘Composite PMI’ but is
not comparable with the headline manufacturing PMI figure.

Underlying survey data are not revised after publication, but
seasonal adjustment factors may be revised from time to time as
appropriate which will affect the seasonally adjusted data series.

For further information on the PMI survey methodology, please
contact economics@ihsmarkit.com.

Survey dates
Data were collected 10-25 August 2023.

Sector coverage

Survey questions
Services sector

Business Activity Employment

New Business Outstanding Business
New Export Business Input Prices

Future Activity Prices Charged

Index calculation

% "Higher" + (% "No change")/2

Index interpretation
50.0 = no change since previous month

60 2 3
55 | 4
5
50 4
10
45
6 9
40 7 8
1 Growth 6 Decline, from no change
2 Growth, faster rate 7 Decline, faster rate
3 Growth, same rate 8 Decline, same rate
4 Growth, slower rate 9 Decline, slower rate
5 No change, from growth 10 No change, from decline

Services PMI data include responses from companies operating in sectors classified according to the following ISIC Rev.3 codes:

55 Hotels & Restaurants 66  Insurance and Pensions

60  Land Transport and Pipelines 67  Other Financial Services

61  Water Transport 70  Real Estate

62  Air Transport 71 Renting of Goods

63  Supporting Transport Activities 72 Computer Services

64 Post and Telecommunications 73 Research and Development
65  Banking 74 Other Business Activities

PMI
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80  Education

85  Health Care

91 Membership Organisations

92 Recreational, Cultural and Sporting Activities
93  Other Service Activities
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Contact

Oliver Mangan

AIB Chief Economist

T: +353-1-6417176
AlBeconomics.Unit@aib.ie
www.aibeconomics.com

Laura Denman

Economist

S&P Global Market Intelligence
T: 44-134-432-7221

laura.denman@spglobal.com

Paddy McDonnell
AIB Press Office
T: +353-87-739-0743

paddy.x.mcdonnell@aib.ie

Louise Kelly
AIB Press Office
T: +353 87 216 1545

louise.Y.Kelly@aib.ie

Sabrina Mayeen

Corporate Communications
S&P Global Market Intelligence
T: +44 (0) 7967 447030
sabrina.mayeen@spglobal.com

About AlB

AIB is a financial services group operating predominantly
in the Republic of Ireland and the UK. We provide a
comprehensive range of services to personal, business and
corporate customers in our target markets and have leading
market shares in banking products in the Republic of Ireland.

About S&P Global

S&P Global (NYSE: SPGI) S&P Global provides essential
intelligence. We enable governments, businesses and
individuals with the right data, expertise and connected
technology so that they can make decisions with conviction.
From helping our customers assess new investments to
gquiding them through ESG and energy transition across
supply chains, we unlock new opportunities, solve challenges
and accelerate progress for the world.

About PMI

Purchasing Managers’ Index” (PMIW) surveys are now available
for over 40 countries and also for key regions including the
eurozone. They are 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.

ihsmarkit.com/products/pmi.html.

We are widely sought after by many of the world’s leading
organizations to provide credit ratings, benchmarks, analytics
and workflow solutions in the global capital, commodity and
automotive markets. With every one of our offerings, we help
the world’s leading organizations plan for tomorrow, today.
www.spglobal.com.

Disclaimer

This publication is issued by Allied Irish Banks, p.l.c. (“AIB”) and is for general information purposes only. This publication should not be considered as an offer or solicitation to sell, buy or subscribe to
any financial instruments or product, securities or any derivative instrument (together, “instruments”), or any other rights pertaining thereto. AIB does not express any opinion as to the present or future
value or price of any instruments referred to in this publication.

The information provided in this publication is believed to be valid and accurate on the date it is first published but AIB, along with its directors, officers, or employees, does not accept any liability for
any loss arising from the use of the information. The information contained therein, including any expressions of opinion, has been obtained from, or is based on, or compiled from, sources believed
to be reliable but its accuracy or completeness is not guaranteed and is subject to change without notice.

Any decision made by a party shall be on the basis of its own research and shall not be influenced or based on any view expressed by AIB in this publication or otherwise. This publication does not
address all risks. This publication does not constitute investment advice or a recommendation 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 and/or pursuing any
investment strategies. 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 instruments,
forecasts are not a reliable indicator of future performance.

This publication is not to be reproduced in whole or in part without the prior express written consent of AIB. Allied Irish Banks, p.l.c. is regulated by the Central Bank of Ireland.

The intellectual property rights to the data provided herein are owned by or licensed to S&P Global and/or its affiliates. Any unauthorised use, including but not limited to copying, distributing,
transmitting or otherwise of any data appearing is not permitted without S&P Global’s prior consent. S&P Global 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 S&P Global 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 and/or its affiliates.

This Content was published by S&P Global Market Intelligence and not by S&P Global Ratings, which is a separately managed division of S&P Global. Reproduction of any information, data or material,
including ratings (“Content”) in any form is prohibited except with the prior written permission of the relevant party. Such party, its affiliates and suppliers (“Content Providers”) do not guarantee the
accuracy, adequacy, completeness, timeliness or availability of any Content and are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results
obtained from the use of such Content. In no event shall Content Providers be liable for any damages, costs, expenses, legal fees, or losses (including lost income or lost profit and opportunity costs)
in connection with any use of the Content.
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