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Consumer Market Monitor

The Consumer Market Monitor is a new service provided by the Marketing Institute of Ireland
in collaboration with the UCD Smurfit Graduate Business School.

It is designed to track key indicators of confidence and activity in the Irish consumer market
as a resource for marketers and the wider business community.

It is based on a compilation of data from the Central Statistics Office (CSO), Central Bank,
the European Commission, and other secondary sources. The added value rests in the fact
that the information is brought together in a single location and presented in a way that is
easy to interpret and use for market analysis and sales planning.

It starts by reviewing consumer confidence which has a key influence on the level of
spending in the market. It then reviews consumer expectations with regard to future
purchases of big ticket items including houses, cars and home improvements. This is
followed by a review of actual spending, saving, and borrowing of various types. It then
provides information on retail spending in total and for several major product categories.

The information is presented in an attractive, user-friendly format with lots of graphics and
short, sharp editorial. It is published on the MIl website and will be updated every quarter.



Executive Summary

Consumer Confidence

Consumer confidence in Ireland declined steadily over the last three years reaching an
all-time low in at the end of 2008. This trend was similar to the UK and the rest of
Europe which also tracked downwards to a low point at the end of 2008.

There has been a slight lift in consumer confidence in March and April in Ireland, and this
has also been experienced in the UK and the rest of Europe, which is an encouraging sign.

Financial Indicators

The rate of growth in private sector credit in Ireland has declined steadily since mid-
2006. Private sector credit declined by 2.3% for the year to March 2009, compared to an
increase of 17.1% for the year ending March 2008.

The net increase in residential mortgage lending was €428 million in the first quarter of 2009,
compared to €2.6 hillion in 2008, a decline of more than 500%. The net monthly increase in
March 2009 was €20 million which is an historic low, contributing to an annual increase of
just 4.2%.

The annual rate of increase in credit card debt fell to 1.1% in March 2009, compared to 8.6%
twelve months earlier. Consumers spent 16% less using credit cards during the first three
months of 2009 compared to the same period in 2008.

Consumer Spending

Retail sales volume, excluding the motor trade, decreased by 6.9% for the year ending
February 2009.

However, retail sales increased by 1.3% from January to February 2009 which is an
encouraging sign.

Sales volume for the motor trade declined by 53% for the year ending February 2009.
27,140 new private cars were registered in the first quarter of 2009, which compares
with 77,441 in 2008 and 81,750 in 2007.

Other sectors that have been hit hard include furniture and lighting (-22.1%),
books/newsagents (-16.9%), hardware (-14.3%), department stores (-13.2%), and bars (-
10.9%).

Sectors that have been less badly affected include food (-3.9%), clothing and footwear (-
3.0%), and medical/pharmaceuticals (-0.3%).



Financial Data & Impact on Spending

INTRODUCTION

This section deals with consumer income and use of credit from financial institutions. It
details aggregate consumer spending and borrowing trends.

RECENT TRENDS

The rate of growth in private sector credit in Ireland has declined steadily since mid-
2006. Private sector credit declined by 2.3% for the year to March 2009, compared to an
increase of 17.1% for the year ending March 2008.

The net increase in residential mortgage lending was €428 million in the first quarter of 2009,
compared to €2.6 billion in 2008, a decline of more than 600%. The net monthly increase in
March 2009 was €20 million which is an historic low, contributing to an annual increase of
just 4.2%.

The annual rate of increase in credit card debt fell to 1.1% in March 2009, compared to 8.6%
twelve months earlier. Consumers spent 16% less using credit cards during the first three
months of 2009 compared to the same period in 2008.



Personal Spending on Goods and Services - Annual
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There has been a steady rise in total personal spending from 2000 to 2007, with a marked
acceleration from 2004.

Spending peaked in 2007 with a record increase of 8.61 percent from the previous year. This
was partly influenced by the maturing of the SSIA saving scheme which released a lot of
cash into the market.

Spending growth slowed in 2008, recording only 2.15 percent growth from 2007.

® National Quarterly Accounts, CSO. All figures in the graph are in millions of Euros.



Personal Spending on Goods and Services — Quarterly
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Personal Spending on Goods and Services — Quarterly !

Personal spending typically peaks each year in the fourth quarter in the run up to Christmas.
This peak reached an all-time high in the final quarter of 2007.

Spending increased by only 4 percent between Q3 and Q4 in 2008 in comparison with a 9.3
percent increase during the same quarter in 2006 and 9.6 percent in 2007.

” National Quarterly Accounts, CSO. All figures in the graph are in millions of Euros.



Personal Borrowing - Quarterly
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Personal Borrowing — Quarterly

There has been a record level of growth in borrowing in Ireland in recent years.
However, the rate of growth has declined steadily since mid-2006. Private sector
credit declined by 2.3% for the year to March 2009, compared to an increase of
17.1% for the year ending March 2008.

Mortgage lending has been the largest since element in consumer borrowing and it
grew very rapidly up to the end of 2007. This trend reversed sharply in 2008 which
has seen a drop of 8.2 percent in the value of mortgages issued. The value of
mortgage lending declined by 7 percent in the final quarter of 2008 compared to the
same quarter in 2007.

The net increase in residential mortgage lending was €428 million in the first quarter
of 2009, compared to €2.6 billion in 2008. The net monthly increase in March 2009
was €20 million which is an historic low, contributing to an annual increase of just
4.2%.

Loans for financing investments and other housing finance have remained relatively
constant over the past three years.

8 Central Bank Quarterly Bulletin: Statistical Appendix. Figures refer to resident non-
government credit to personal (private households).



Number of Loans for Home Purchases - Annual Number
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The number of loans paid out for home purchases is a good indicator of the number of
homes being bought and sold in the market.

The trend was steadily upwards from 2002, increasing by 33.2 percent from 2002 to the
peak in 2006.

Since 2006, the numbers have been falling-there has been a drop of 51.7 percent in the total
numbers of loans paid out

The total number of loans paid out in 2008, at 53,646, is the lowest it has been in nearly a
decade.

The split between new and second hand homes has remained relatively constant over this
time at about 40/60, although the ratio approached 50/50 in 2005 and 2006 at the peak of
the construction boom.

9 Irish Bankers Federation, IBF/PWC Mortgage Market Profile Quarterly Reports.



Retail Sales

INTRODUCTION

The Retail Sales Index (RSI) is a monthly measurement of all goods sold by retailers and is
based on a sampling of retail and wholesale stores. The RSI includes a breakdown of a
number of sectors including the following; All retail business, the motor industry, department
stores, food and beverages.

This section details changes in retail sales over two specific time periods; the 2000 to 2008
period and the January 2006 to 2009 period.

RECENT TRENDS:

Retail sales volume, excluding the motor trade, decreased by 6.9% for the year ending
February 2009.

However, retail sales increased by 1.3% from January to February 2009 which is an
encouraging sign.

Sales volume for the motor trade declined by 53% for the year ending February 2009.
27,140 new private cars were registered in the first quarter of 2009, which compares
with 77,441 in 2008 and 81,750 in 2007.

Other sectors that have been hit hard include furniture and lighting (-22.1%),
books/newsagents (-16.9%), hardware (-14.3%), department stores (-13.2%), and bars (-
10.9%).

Sectors that have been less badly affected include food (-3.9%), clothing and footwear (-
3.0%), and medical/pharmaceuticals (-0.3%).



Retail Sales Index
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Retail Sales Index14

Retail sales in Ireland grew strongly during the period from 2000 to 2007, with a 52 percent
increase in value and a 32 percent increase in volume.

The exceptional growth in 2006 and 2007 was probably influenced by the maturing of the
SSIA savings scheme which gave consumers a one-off increase in disposable income.

2008 saw a moderate decline in volume of 4.7 percent, while value remained comparatively
stable.

4 All Businesses Excluding Motor Trade 2000 - 2008, Retail Sales Index Value and
Volume Unadjusted (Base 2000=100), www.CsS0.ie

Visible data labels refer to value of sales.


http://www.cso.ie/

Retail Sales Index
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The twelve month period commencing January 2008 saw the beginning of the most drastic
decline in retail sales volume and value since records began in 1974 and 1962 respectively.

Retail sales volume fell by 8.1 percent and value by 6.3 percent over the 12 month period
commencing January 2008. This represented a decline of 6.5.percent in the value of retail

Retail Sales Index15

sales from the peaks recorded in December 2007 to December 2008.

Retail sales volume decreased by 6.9% for the year ending February 2009.

However, retail sales increased by 1.3% from January to February 2009 which is an

encouraging sign.

15 All Businesses Excluding Motor Trade 2006 - 2009, Retail Sales Index Value and

Volume Unadjusted (Base 2000=100), www.CsS0.ie

Visible data labels refer to value of sales.
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Sales of Private Cars
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Sales of Private Cars16

Car sales are regarded as a leading indicator of activity in the wider consumer market.

In Ireland, the new Millennium was marked by a massive peak in new car sales, reaching
almost 250,000 in the year 2000.

This was followed by a dip of 37 percent in the 2000 to 2003 period, but growth resumed
from 2003 onwards, reaching another peak in 2007. This may have been influenced by the
fact that the SSIA savings scheme reached maturity in late 2006 and 2007 releasing cash
which could be used for car purchases among other things.

The second hand car market also grew strongly over this time period, with sales increasing
from 24,000 in 2000 to 60,000 in 2008, nearly a three fold increase.

16 private Licensed Vehicles 2000 - 2008, National Accounts, www.cso.ie



Sales of Private Cars

Monthly, January 2006 - February 2009
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Sales of Private Cars17

The fortunes of the motor trade have reversed dramatically over the past year, with car sales
decreasing 42 percent over the twelve month period commencing January 2008.

The high degree of variance over any given twelve month period is explained by the
seasonality of new car sales, which is heavily concentrated in the months of January and
February.

Sales volume for the motor trade declined by 53% for the year ending February 2009.
27,140 new private cars were registered in the first quarter of 2009, which compares
with 77,441 in 2008 and 81,750 in 2007.

17 private Licensed Vehicles 2006 - 2009, National Accounts, www.cso.ie
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Retail Sales Index — Bars
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Retail sales Index — Bars

The decline in bar sales has continued into 2009, with a 12.8 percent decrease in volume
from January 2006 to January 2009.

This decline has eased slightly, to 10.9 percent, for the year to the end of February 2009.

The high degree of variance over this three year period can be explained by seasonality,
with consumption peaking during the summer months and around Christmas.

23 Bars 2006 - 2009, Retail Sales Index Value and volume Unadjusted (Base 2000=100),
WWW.CS0.ie

All figures relate to on-trade sales.
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The Consumer Market Monitor is published by:
The Marketing Institute of Ireland

The Marketing Institute of Ireland is the professional body for marketing people throughout
Ireland, offering membership, qualifications and training. Established back in 1962, we are
today based in our own full facilities headquarters in Dublin, with a network of over 3,000
members all over the country, drawn from all business sectors, and reaching from young
marketing graduates up to business leaders at executive level.

The Marketing Institute of Ireland
Marketing House

South County Business Park
Leopardstown

Dublin 18

Ireland

www.mii.ie

info@mii.ie

UCD Michael Smurfit Graduate Business School

The UCD Michael Smurfit Graduate Business School is Ireland’s leading business school
and research centre offering a wide range of postgraduate business programmes that equip
students to become the business leaders of the future. The UCD Michael Smurift Graduate
Business School are one of just 25 schools worldwide to hold triple accreditation from the
US, Europe and the UK accrediting bodies.

UCD Michael Smurfit Graduate Business School
University College Dublin

Carysfort Avenue

Blackrock

Co. Dublin

Ireland

info@smurfitschool.ie

www.smurfitschool.ie

UCD contact: Mary Lambkin Marketing Institute contact: Niamh Walsh

Email: mary.lambkin@ucd.ie Email: niamh.walsh@mii.ie
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