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As we reach the year end, it is comforting to
see business and consumer confidence
remaining strong going into 2007.
Confidence among businesses in the services
sector is higher than at the end of last year.
This bodes particularly well for employment
prospects as services now provide most of
the jobs in the economy. Among
manufacturers, confidence is also tending
to be more positive by comparison with

last year - another strong indicator for the
wider economy.

The only indicator that should worry us is
that of retailer confidence. Last year, retailers
were neutral in relation to their outlook - as
many were as positive as were negative.
Now as we end the year, the balance has
switched negative, with retailer confidence
at the lowest level in a number of years.
Much of this may be to do with business
pressures rather than consumer demand per
se. For example, rising staff, energy and
waste costs are squeezing profits, just as
increasing competition among the multiples
and others are putting pressure on prices.

Standing in the middle of all this is the Irish
consumer. Consumers are now where
retailers were a year ago, i.e.: neutral about
the future outlook, with as many positive as
negative giving a consumer confidence
index value of precisely zero at the end of
November. Some of this caution on the part
of consumers undoubtedly reflects the
delayed impact of rising interest rates over
the past year - so confidence may remain
week in the early part of 2007 if we witness
one or two more rate increases by the
European Central Bank.

Nevertheless, we should take our cue from
the service sector: which increasingly
provides the jobs and the incomes that fuel
consumer markets. And they are positive
about the future, whatever about the near
term pressures facing retailers. Buoyant
employment and income trends will no
doubt add more of a smile to the face of the
cautious Irish consumer in 2007.

Recent research by Amarach for ComReg -
the Communications Regulator - points to
the continuing growth in mobile
telecommunications to the detriment of
fixed line services.

The chart below shows the percentage of
adults with fixed line and with mobile
telephones from 1999 to the middle of 2006,
and it illustrates a classic 'scissors chart’
whereby one product effectively substitutes
for another over time:

A key question is whether this is set to
continue indefinitely into the future? There
are a number of important factors that
suggest it will continue, including:

New 3G phones that provide an internet
access experience closer to that of
broadband.

Falling mobile tariffs, especially for data,
making it more attractive to use mobile for
internet and email etc rather than fixed
lines.

A growing population of apartment
dwellers who are opting not to get fixed
line phones installed when they already
have access to one or more mobiles.

However, there are some factors which
suggest the trend might not continue,
including:

Bundling of broadband and voice
services with digital television services at
very low prices.

The use of Skype and similar broadband
dependent voice services at zero cost to
the user.

A more settled, middle-aged society more
comfortable with fixed lines and phone
bills than the more youthful mobile

using population.

To read more about our ComReg research go
to:

We will be taking a break for Christmas and
so the next issue of The Irish Consumer will
appear in your mailbox on Tuesday 11th
January 2007. We would like to take this
opportunity to wish all our subscribers a
Happy Christmas and Successful New Year
and thank you for your support and
feedback through 2006.

If you require any further details about the
studies reported in The Irish Consumer just
contact us with your questions:
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