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Opening Market Levels

EUR/GBP 0.8799

EUR/USD 1.1817

EUR/JPY 133.24

GBP/USD 1.3430

USD/JPY 112.75

Today's Main Data/Events
Time Region Indicator Period Median* Previous

9:00 EZ Composite PMI Dec 57.20 57.50

9:30 UK Retail Sales excl auto fuel m/m Nov 0.40% 0.10%

12:00 UK Bank of England Bank Rate - 0.50% 0.50%

12:45 EZ ECB Main Refinancing Rate - 0.00% 0.00%

13:30 US Retail Sales excl auto m/m Nov 0.60% 0.10%

* refers to Bloomberg/Reuters median of forecasts

Upcoming Events

14th December UK BoE Policy Announcement

14th December EZ ECB Policy Announcement

31st January US FOMC Policy Announcement

GBP/USD, $EUR/USD, $EUR/GBP, £

14 December 2017
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Charts cover past 12 months using Bloomberg data 
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You can also find our commentary on our website here  
To subscribe or unsubscribe please contact cmwebinformation@ulsterbankcm.com 

Fed raises rates by another 25bps and leaves 2018 policy guidance unchanged 
The FOMC last night delivered a third 25bps hike in 2017, as widely expected, lifting the target fed funds range to 1.25%-1.5%. The 2018 projections for real GDP (from 
2.1% to 2.5%) and the unemployment rate (to 3.9% from 4.1%) were upgraded but notably, there were no revisions to the FOMC inflation forecasts. In addition, the Fed’s 
‘dots’ did not change materially, with some slight upward movement but in most cases (with the exception of 2020) not enough to change the median estimate – the Fed is 
still signalling three rate hikes in both 2018 and 2019. This came against a backdrop of another disappointing inflation reading, with yesterday’s annual core CPI inflation 
unexpectedly edging lower in November to 1.7% y/y from 1.8% in October, albeit that headline inflation was in line with expectations at 2.2% in November from 2% in 
October. Meanwhile in the Eurozone, employment growth edged higher to 1.7% y/y in Q3 from 1.6% in Q2, reaching in the process a new cycle-high. UK labour market 
statistics also received attention. Employment dropped slightly more than expected and enough to keep the unemployment rate unchanged at 4.3% in the three months to 
November, above the 4.2% pencilled by the consensus. Growth in average core weekly earnings, at 2.3% in the three months to November from 2.2% in the three months 
to October, was a touch stronger than expected.  
 

Dollar declines as markets take the Fed’s message somewhat dovishly 
The reaction in the fx markets has been consistent with a slightly dovish interpretation of the yesterday’s Fed meeting. In this respect, the market is perhaps focusing on 
the unrevised outlook for inflation and policy interest rates despite a more upbeat outlook for growth and labour market. Eur/USD is currently trading at around $1.182, 
0.7% above yesterday’s London opening, but slightly below the $1.184 level it reached overnight. Similar trends are also seen in cable, with GBP/USD currently trading at 
around $1.343, 0.8% above yesterday’s opening. Sterling is also trading reasonably well against the euro, with Eur/GBP currently trading at around 88p, 0.1% below 
yesterday’s opening. Yesterday’s vote in the Commons making it more likely that the final Brexit deal will have to get approved by Parliament thus appears to be having 
little impact in markets, albeit that it serves to highlight the complexity of UK politics at the moment. 
 

Hectic day ahead on the economic calendar 
A hectic day ahead on the economic calendar includes BoE and ECB monetary policy decisions, a flurry of important economic data on both sides of the pond and day 1 of 
a key European Council meeting on the future of Brexit negotiations. On the central bank front, both BoE and ECB are expected to keep monetary policy settings 
unchanged following major policy announcements at their latest monetary policy meetings (i.e. Bank rate increase from the BoE and QE extension at €30bn per month 
from the ECB). In addition, the ECB is expected to keep forward guidance and language unchanged (and Draghi may play down the imminence of a change in guidance), 
but the new set of staff macro forecasts are likely to look upbeat, with upward revisions expected for both GDP growth and headline HICP projections. Market participants 
may also pay close attention to the 2020 inflation forecasts for clues on expected progress on getting inflation back to target over the medium-term. With regards to the 
BoE, recent progress on Brexit negotiations and markets still pricing-in insufficient policy tightening given the projected inflation overshoot over the medium-term makes us 
think that the risk is for a slightly hawkish signal which could offer some support to sterling. Meanwhile, the December PMIs for the Eurozone and the US are also released 
today. The Eurozone Composite PMI is expected to moderate only slightly from very elevated levels and consistent with GDP growth of ca. 0.8% q/q, while the US PMIs 
are expected to show marginal improvement. November retail sales are also released in the US. Despite a drag from auto sales, growth in overall retail sales is expected 
to have remained steady at 0.3% m/m in November from 0.2% in October, while core retail sales are seen jumping 0.6% m/m in November from 0.1% in October. Finally, 
today sees the start of the two-day European Council meeting where EU-27 leaders are expected to acknowledge that sufficient progress has been made on the 1st stage 
of Brexit negotiations. Focus is then likely to turn to the prospects of a swift transitional deal in the New Year.  

https://twitter.com/UB_Economics
https://ulstereconomix.com/daily-commentary/


Foreign Exchange Markets Yesterday's EURIBOR / LIBOR Settings
EURGBP 0.8810 GBPEUR 1.1352 GBP USD

EURUSD 1.1763 GBPUSD 1.3353 Overnight 0.47 1.18

EURAUD 1.5464 GBPAUD 1.7554 1 Week 0.48 1.43

EURCAD 1.5134 GBPCAD 1.7179 1 Month 0.49 1.48

EURJPY 133.08 GBPJPY 151.06 2 Month 0.50 1.52

EURHKD 9.181 GBPHKD 10.422 3 Month 0.52 1.59

EURCHF 1.1629 GBPCHF 1.3201 6 Month 0.58 1.76

9 Month n/a n/a

Stocks & Commodities 1 Year 0.77 2.04

Dow 24,585  

6,876    Ulster Bank Cost of Funds Rate (365 day count) =

7,497    Euro rates are quoted in 360-day convention.

7,014    To convert to 365 day count, divide by 360, & multiply by 365.

22,694  

2,663    Note: the rates on this page are indicative only, refer to closing levels from

62         the previous session, and are sourced from Bloomberg

1,246    

To subscribe or unsubscribe please contact cmwebinformation@ulsterbankcm.com
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This document is intended for clients or potential clients of Ulster Bank Limited and Ulster Bank Ireland DAC (together and separately, "Ulster Bank") and is not intended for any other person. It does not constitute an offer or invitation to 
purchase or sell any instrument or to provide any service in any jurisdiction where the required authorisation is not held. Ulster Bank and/or its associates and/or its employees may have a position or engage in transactions in any 
instruments mentioned. 
  
The information including any opinions expressed is indicative and may constitute our judgement at time of publication and are subject to change without notice. The information contained herein should not be 
construed as advice, and is not intended to be construed as such. 
  
This publication provides only a brief review of the complex issues discussed and recipients should not rely on information contained here without seeking specific advice on matters that concern them. Ulster Bank make no 
representations or warranties with respect to the information and disclaim all liability for use the recipient or their advisors make of the information. 
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Registered Office: Ulster Bank Group Centre, George’s Quay, Dublin 2. Member of The Royal Bank of Scotland Group. 
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