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Ireland: Household income continues to rise at a solid pace, in turn supporting 
strong growth in retail sales and house prices
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A flurry of economic releases since the turn of the year has 
generally painted a very positive picture of the Irish economy’s 
recent performance.  Of particular note this week was the 
somewhat obscurely-titled Institutional Sector Accounts (ISAs).  
The ISAs are part of the national accounts family of releases 
and, similar to the Quarterly National Accounts (QNAs – which 
contain the GDP estimates), can be volatile and are prone to 
revision so some caution is always warranted in their 
interpretation.  

Among the key indicators within the ISAs is household income -
of interest not just as income itself is an important barometer of 
growth, but also as it acts as an important fundamental driver of 
a range of other areas of the economy, including the housing 
and retail sectors.  Underpinned by favourable job market 
developments, the latest figures show aggregate disposable 
(i.e. after-tax) income continues to rise at a very solid rate, with 
growth at 5.3% over Q1-3 2017 vs. the same period in 2016 
leaving it on track to record the strongest year of the recovery 
to date (and up from ca. 3.8% pa in both 2015 and 2016).  
Such a constructive income backdrop provides key support for 
the ongoing strong gains in both core retail sales and house 
prices (7.5% and 11.6% y/y in November respectively per 
figures out over the past week) though house price growth did 
see a second consecutive monthly deceleration from the recent 
high of 12% recorded in September.



Eurozone: Incoming data point to a continuation of very positive activity trends; 
ECB flags that it may bring forward its next update on the policy outlook
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In the Eurozone, the latest survey data point to a continuation 
of very positive trends in economic activity at the end of 2017. 
Indeed, the Commission’s Economic Sentiment Indicator, 
usually a reliable indicator of the economic cycle, picked up for 
the seventh month in a row in December, in the process 
reaching a seventeen-year high of 116. This follows last week’s 
very strong PMI readings, with the headline Composite PMI 
upwardly revised to 58.1 in December from 57.5 in November. 

Similarly positive trends are also being signalled by the “hard” 
official activity data as evidenced by the latest news from the 
labour market, with the unemployment rate declining to a near 
nine-year low of 8.7% in November from 8.8% in October. 
Meanwhile, both industrial production and retail sales volumes 
rose ahead of expectations in November.

The strength of momentum being signalled by the latest data 
points to a firmer start to 2018 than many forecasters have 
been anticipating, including the ECB. Strongly above trend 
growth rates and a notable decline in the unemployment rate 
have already prompted the ECB to pare back stimulus in 2017. 
This week’s account of the December meeting flagged that the 
ECB may soon move again in a more hawkish direction, with 
an earlier than anticipated update on the policy outlook posing 
some upside risk to current interest rate market pricing.

UK: Incoming news has been mixed but overall suggests that the economy 
held up reasonably well at the end of 2017
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On the UK economy, incoming news has been mixed. Signs of 
weakness in some measures of the domestic economy were 
evident in the latest new car registrations and the house price 
index from Halifax.  

More positive trends were contained in the November output 
data, with industrial production rising for an eighth consecutive 
month and annual growth at a robust 2.5% y/y in November 
following an upwardly revised 4.3% in October. The 
manufacturing sector, supported by the global upswing in 
economic activity and sterling weakness, remains a particular 
area of strength, with this sector’s production growing at 3.5% 
y/y in November following annual growth of 4.7% in October. 

Overall, available data for Q4 suggests that the economy held 
up reasonably well at the end of 2017, with the pace of growth 
likely to be ahead of 0.3%/0.4% q/q envisaged by the prevailing 
consensus and the Bank of England. Indeed, the NIESR’s 
unofficial estimate puts Q4 growth at 0.6% q/q, which would be 
consistent with an annual rate of 1.8% in 2017 as a whole, 
down just slightly from 1.9% in 2016.

On Brexit, Davis and Hammond’s trip to Germany seems to 
have failed to shift Merkel’s apparent opposition to services 
being included in any final trade deal given the UK’s stated red 
lines.



US: Labour market continues to improve; core CPI trends look to be firming
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The employment elements of last week’s December jobs report 
were the source of some mild early-year disappointment for US 
data watchers, with monthly payrolls growth of sub 150k failing 
to match the consensus forecast of 190k.  But that followed an 
upwardly revised 252k gain in November, with the full-year 
picture possibly doing a better job of telling the underlying story: 
the average monthly increase of 171k in 2017 was down 
slightly from the 187k pace registered in 2016 but still 
comfortably in excess of the (possibly sub 100k) pace needed 
to keep the unemployment rate on the decline.  Indeed, the 
jobless rate ended 2017 at 4.1%, down from 4.7% in December 
’16 and considerably lower than the 4.6% pencilled in by the 
consensus a year earlier.  Significantly, this is also notably 
lower than most estimates of full employment in the US, 
including that of the Fed which currently puts it at 4.6%.

In fairness, while the extent of labour market tightening 
exceeded expectations in 2017, the same was not true of many 
measures of costs and prices, with weaker-than-expected 
wage and price inflation being a defining theme of 2017.  But 
this week’s core CPI reading for December was +0.3% m/m (a 
10-month high) suggesting core inflation trends could well be 
firming.  With growth trends also remaining solid (December 
retail sales also surprised positively this week), US interest rate 
market expectations likely have more adjusting to do to allow 
for further Fed policy normalisation in the period ahead.

Financial Markets: US bond yields hit 10-month highs, but provide little support 
for the dollar as Eur/USD hits 3-year high
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The relentless march upwards of the major US stock indices to 
ever-higher record levels has gotten plenty of early-year 
attention, with 3.5% ytd gains for the S&P marking a very 
strong start to 2018 following an exceptional 19% uplift in 2017.  
But there have been important developments in bond markets 
too.  Following a 16bps ytd rise, US 10-year bond yields came 
close to 2.6% during the week – their highest level in 10 
months – in the process threatening a break-out of a 30-year 
trend of declines.

Somewhat surprisingly, the up-move in US long-term rates 
(both in absolute and relative terms) over recent months has 
not resulted in meaningful support for the USD, with Eur/USD 
continuing to run well ahead of levels implied by yield 
differentials. Impressive Eurozone growth trends provide an 
important fundamental underpinning to the euro’s rally from the 
sub $1.05 levels of a year ago to over $1.21 at present.  And 
the associated approaching turn in the ECB policy cycle is likely 
to offer further support, when it comes (and the December 
minutes suggest we’re moving closer to that point).  But, there’s 
a lot of good news in the price now in our view.  So while 
current momentum is a risk (Friday pm levels of $1.2140 are a 
3-year high), we continue to think that a re-pricing of Fed policy 
expectations can provide support for the greenback vs. the 
euro in the weeks / months ahead, especially with speculative 
long positioning in Eur/USD now at extreme -and record- highs.



Currency and interest rate market trends
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Market Monitor
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Note:  the data in the tables are indicative only and are sourced 
from Bloomberg. Latest data are updated as at the time of 
publication. “weekly ∆” refers to the change from the previous 
week’s closing levels.

Ulster Bank Cost of Funds Rate (365 day count) = 0.54%
Euro rates are quoted in 360-day convention.
To convert to 365 day count, divide by 360, & multiply by 365

Foreign Exchange Markets
Latest weekly ∆, %

EUR/GBP, £ 0.888 0.2

GBP/EUR, € 1.126 -0.2

EUR/USD, $ 1.214 0.9

GBP/USD, $ 1.367 0.7

EUR/JPY, JP¥ 135.2 -0.6

GBP/JPY, JP¥ 152.3 -0.7

USD/JPY, JP¥ 111.4 -1.4

EUR/CHF, CHF 1.179 0.5

Stocks & Commodities
Latest weekly ∆, %

ISEQ 7,048          -1.8

STOXX Europe 600 398              0.1

FTSE 100 7,769          0.6

S&P 500 2,768          0.9

Dow Jones 25,679        1.5

Nasdaq 7,221          1.2

NIKKEI 23,654        -0.3

OIL (London Brent) 69.2             2.3

Gold 1,328          0.5

Interest Rate Markets
Latest (%) weekly ∆, bps

EUR 3 Month Euribor -0.329 0.0

2 Year Swaps -0.12 3

5 Year Swaps 0.39 9

10 Year Swaps 0.97 8

GBP 3 Month Libor 0.520 -0.1

2 Year Swaps 0.87 7

5 Year Swaps 1.17 10

10 Year Swaps 1.41 8

USD 3 Month Libor 1.722 1.8

2 Year Swaps 2.20 5

5 Year Swaps 2.41 8

10 Year Swaps 2.56 9



Highlights for the week ahead: A key week in the Irish economic calendar 
includes the new Labour Force Survey; CPI in focus in the UK
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A key week in the Irish economic calendar includes the new 
Labour Force Survey (LFS), which will replace the QNHS as 
the official and definitive source of data on Irish employment 
and unemployment. The first round of the LFS will be released 
on Tuesday and will provide a delayed update of the jobs 
market in Q3, with employment growth being a particular point 
of interest for us following a slightly weaker than expected 
performance in Q2 per the last QNHS estimate. The LFS may 
also include important revisions (including a possible upward 
revision to the unemployment rate), potentially adding to the 
interest in a closely watched and very informative release. Also 
on Tuesday, the CSO publishes CPI inflation figures, while on 
Monday the December Ulster Bank Construction PMI presents 
the latest trends in Irish construction activity.

In the UK, following a multi-year high of 3.1% in November, 
annual inflation is expected to move away from peak and edge 
lower to 3% in December (due on Tuesday). Annual core 
inflation is also expected to have eased in December to 2.6% 
following four months in a row at 2.7%.  

Meanwhile, the US Congress still needs to reach a bipartisan 
deal that avoids a government shutdown on Friday. On 
Wednesday, industrial production growth is expected to have 
accelerated in December, rounding off a year of much improved 
and healthy performance in the sector. 

Economic calendar for the week commencing January 15th 

Ireland / Eurozone UK US
Monday

00.01 – Ulster Bank Construction PMI (Dec)

10.00 – EZ Goods Trade Balance (Nov)

11.00 – Goods Exports and Imports (Nov)

(Martin Luther King Day Holiday)

Tuesday

11.00 – Consumer Price Index (Dec)

11.00 – Labour Force Survey (Q3)

11.00 – Monthly Unemployment Rate (Nov)

09.30 – Consumer Price Index (Dec)

09.30 – House Price Index (Dec)

09.30 – Retail Price Index (Dec)

13.30 – NY Fed Empire Manufacturing (Jan)

Wednesday

10.00 – EZ Consumer Price Index - Final (Dec)

10.00 – EZ Construction Output (Nov)

12.00 – MBA Mortgage Applications (Jan 12)

14.15 – Industrial Production (Dec)

14.15 – Capacity Utilisation (Dec)

15.00 – NAHB Housing Market Index (Jan)

Thursday

00.01 – RICS House Price Balance (Dec) 13.30 – Initial Jobless Claims (Jan 13)

13.30 – Housing Starts / Building Permits (Dec)

13.30 – Philadelphia Fed Business Outlook (Jan)

Friday

09.00 – EZ Current Account (Nov) 09.30 – Retail Sales (Dec) 15.00 – U of Michigan Consumer Sentiment (Jan)

(Possible US Government shutdown)
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Important Information

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. 

Ulster Bank Ireland DAC. A private company limited by shares, trading as Ulster Bank, Ulster Bank Group, Banc Uladh and Lombard. 
Registered in Republic of Ireland. Registered No 25766. Registered Office: Ulster Bank Group Centre, George's Quay, Dublin 2, D02 
VR98. Member of The Royal Bank of Scotland Group. Ulster Bank Ireland DAC is regulated by the Central Bank of Ireland. Calls may be 
recorded.

Ulster Bank Limited Registered Number: R733 Northern Ireland. Registered Office: 11-16 Donegall Square East, Belfast BT1 5UB. 
Authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation
Authority, and entered on the Financial Services Register (Registration Number 122315). Calls may be recorded. 
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