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Ireland: Jobs growth cooling from extremely rapid (and upwardly revised) rates 
– employment on track to get back to pre-crisis peak by H2
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Mainly reflecting the higher than expected population reading 
from the 2016 Census, one notable feature of this week’s 
inaugural Labour Force Survey (LFS) results is that 
employment has been revised significantly higher, to 2.182m in 
Q2 from 2.063m on the prior QNHS estimate – a level shift 
upwards of almost 119k or 5.7%. The revisions also indicate 
that the downturn was more severe than previously estimated, 
while the cumulative pickup over the recovery has been greater 
(16.3% uplift to Q2 vs 12.6% prev.).  This leaves total 
employment on net notably closer to pre-crisis levels than 
previously estimated, now just 2% short of peak vs. 4.5% per 
previous estimates for Q2.  On current trends, employment will 
be back to its pre-crisis peak by the second half of this year.

This stronger recovery is evident in more rapid growth of 
employment in recent years e.g. now recorded at a truly 
exceptional 3.7% in 2016, up from the previous estimate of 
2.9%.  So while the past few quarters have seen a cooling in 
jobs growth, to 2.2% y/y in Q3 ’17 from 3.8% a year earlier, this 
needs to be seen in the context of this, now even hotter, prior 
performance. We also note that the headline figure is likely 
understating the underlying pace of jobs growth, with Full-Time 
Equivalent jobs growth, at 4.1%, continuing to look very robust 
indeed both in absolute terms and relative to the headline 
growth rate, reflecting record growth in full-time employment.



Eurozone: Core inflation subdued for now, but much-improved growth 
performance to underpin more hawkish ECB soundings in coming months

Slide 3

Final figures for December confirmed Eurozone headline 
inflation at 1.4%, down slightly from 1.5% in November.  Core 
inflation was also unrevised, at an unchanged reading of 0.9% 
and thus at levels that remain some way shy of the ECB’s 
target of close to but below 2%.  

However, in thinking about the ECB outlook, it is very important 
to recognise that the Eurozone economy has improved 
significantly over the last year or so as evidenced by strongly 
above-trend growth rates and, as noted last week, a notable 
decline in the jobless rate. Grounded in these developments, 
the ECB has started to pare back stimulus from the ultra-
accommodative settings put in place to deal with the financial 
crisis.  With underlying price pressures looking subdued for the 
time being, a rate hike from the ECB appears unlikely in the 
near term.  However, underlying price pressures are likely to 
build as the economy continues to improve.  The more 
progress that is made in getting economic conditions back to 
normal, the stronger is the case for a gradual normalisation of 
what are still very accommodative monetary policy (incl. 
interest rates) settings.  This is an important reason to expect 
ECB policy guidance to become more hawkish in the months 
ahead, though news reports out this week – citing ECB sources 
- suggest meaningful guidance changes are more likely to 
come in March rather than at next week’s meeting.

UK: Poor end to a weak year for retail sales
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Tentative evidence of moderating inflationary pressures was 
contained in this week’s UK CPI figures, with headline inflation 
edging lower for the first time in six months to 3% y/y in 
December following a multi-year high of 3.1% in November. 
Furthermore, core inflation slightly surprised to the downside, 
easing to 2.5% in December (vs. 2.6% expected) following four 
months in a row at 2.7%. 

Looking ahead, we think that further declines in inflation are 
likely over the months ahead, meaning that peak inflation may 
now be behind us, which would be a welcome development for 
UK consumers who saw their real wages significantly squeezed 
by rising inflation in 2017.   

However, a gentle moderation in inflation and only gradual 
improvement in pay growth suggest that household finances 
will remain under pressure, underpinning expectations for 
broad weakness in consumer spending to persist throughout 
2018. Indeed, the consensus expects consumer spending 
growth to ease in 2018 to its lowest since 2011. And the latest 
retail sales figures did little to change this view, with the data 
signalling a disappointing end to 2017. Both headline and core 
retail sales volumes fell by more than expected in December, 
with core retail sales showing sluggish growth of 1% y/y in the 
three months to December, the weakest since May 2013.



US: Economic news remain positive but government shutdown risk could 
cloud the outlook
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In the US, the threat of a partial government shutdown is still 
live as of Friday afternoon, with the Senate still having to reach 
a bipartisan deal before funding expires at midnight today (US 
time). Senate Democrats continue to insist that any 
compromise must also include a provision permanently 
shielding from deportation nearly 700k undocumented 
immigrants brought to the US as children, while Republicans 
want to keep that issue separate from funding and budget 
negotiations.

The risk of a government shutdown could cloud the economy’s 
near-term outlook, and in the process lead to some volatility in 
financial markets. But with the US economy currently enjoying 
robust growth, its labour market beyond full employment, and 
some early evidence of firming inflation, we think that a 
temporary government shutdown would be unlikely to materially 
derail the US economy from its current path.

Away from politics, incoming economic news has provided 
further positive indications, with industrial production and 
capacity utilisation rising more than expected in December and 
growth in manufacturing production ending 2017 nearly at a 
five-year high. Meanwhile, further evidence of ongoing strength 
in the labour market was contained in yesterday’s initial jobless 
claims which fell to their lowest level since 1973 during the 
week ended Jan 13th (at 220k).

Financial Markets: Sterling benefits from dollar weakness to approach $1.40 
for first time since Brexit referendum; Eur/GBP remains range-bound
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GBP/USD has seen a notable 1.7% move to the upside over 
the past week, at one point almost touching $1.3950 – levels 
last seen in June 2016 just after the Brexit referendum.  The 
pound has also gained vs. the euro, albeit by a more modest 
0.6%, ending the week at around 88.3p.  In truth, these moves 
are more a case of sterling rising by default than a reflection of 
outright independent strength of the UK unit.  The dollar 
generally remains out of favour, not helped this week by 
concerns about a possible government shutdown, while the 
euro found itself slightly on the back foot following reports that 
anything other than minor changes in ECB policy guidance is 
unlikely before March.  Thus, while the latest UK economic 
news included modest downside surprises in inflation and retail 
sales, the path of least resistance for sterling on the exchanges 
has been higher this week.

While we think the dollar is likely to stage a US interest rate 
outlook-related rally at some point in the weeks/months ahead, 
the short-term risk is probably for further weakness for the 
greenback vs. GBP and Eur.  Eur/USD closes the week at 
around $1.223 having made fresh 3-year highs of over $1.23 
on Wednesday.  Meanwhile, Eur/GBP remains largely range-
bound, with the current level of 88.3p broadly in line with its 
average over the past 4 months in which it has generally traded 
in a 87.5 to 90p range.
.



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

Stocks & Commodities
Latest weekly ∆, %

ISEQ 7,138          0.9

STOXX Europe 600 401              0.5

FTSE 100 7,724          -0.7

S&P 500 2,802          0.6

Dow Jones 25,972        0.7

Nasdaq 7,318          0.8

NIKKEI 23,808        0.7

OIL (London Brent) 68.5             -2.0

Gold 1,334          0.2

Interest Rate Markets
Latest (%) weekly ∆, bps

EUR 3 Month Euribor -0.328 0.1

2 Year Swaps -0.14 -1

5 Year Swaps 0.38 -1

10 Year Swaps 0.97 1

GBP 3 Month Libor 0.524 0.4

2 Year Swaps 0.87 0

5 Year Swaps 1.17 1

10 Year Swaps 1.42 2

USD 3 Month Libor 1.744 2.3

2 Year Swaps 2.26 6

5 Year Swaps 2.50 10

10 Year Swaps 2.67 12

Foreign Exchange Markets
Latest weekly ∆, %

EUR/GBP, £ 0.883 -0.6

GBP/EUR, € 1.132 0.6

EUR/USD, $ 1.224 0.3

GBP/USD, $ 1.385 0.9

EUR/JPY, JP¥ 135.4 -0.1

GBP/JPY, JP¥ 153.2 0.5

USD/JPY, JP¥ 110.6 -0.4

EUR/CHF, CHF 1.177 -0.3



Highlights for the week ahead: ECB policy meeting, US and UK Q4 GDP 
growth and UK November labour market figures make up a busy calendar 
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On a light week for Irish economic data, we will pay close 
attention to the Q4 Overseas Travel numbers (out on Thursday) 
to gauge the latest trends in tourism. Recent trends have 
shown continued growth in incoming numbers, albeit that at a 
more moderate pace as falling trips from UK residents dampen 
the overall number. 

In the Eurozone, Thursday’s ECB meeting is expected to result 
in unchanged monetary policy settings and guidance, but we 
think that Draghi will likely lay the groundwork for a more 
substantial update in March. Meanwhile, key business and 
consumer surveys for January, such as the PMIs and the EC 
consumer confidence, are expected to point to very positive 
momentum being sustained in the early stages of 2018. 

The economic calendar also includes Q4 GDP growth for the 
US and UK economies (on Friday). In the US, the consensus 
expects that growth has moderated slightly to 3% q/q 
(annualized) in Q4 from 3.2% in Q3. Meanwhile in the UK, GDP 
growth is seen unchanged at 0.4% q/q in Q4. In the labour 
market (on Wednesday), average weekly earnings (excl. 
bonuses) is expected to have remained unchanged at 2.3% y/y 
in the three months to November, while employment is forecast  
to remain broadly flat in the three months to November, leaving 
the unemployment rate steady at a multi-decade low of 4.3%. 

Economic calendar for the week commencing January 22th 

Ireland / Eurozone UK US
Monday

11.00 – Wholesale Price Index (Dec) 13.30 – Chicago Fed Nat Activity Index (Dec)

Tuesday

10.00 – German ZEW Survey (Jan)

10.00 – EZ Consumer Confidence (Jan)

09.30 – Public Sector Net Borrowing (Dec)

11.00 – CBI Trends (Jan)

13.30 – Richmond Fed Manufacturing Index (Jan)

15.00 – Senate holds confirmation hearing for Fed 
Nominee Marvin Goodfriend

Wednesday

08.00 to 09.00 – FR / GE / EZ PMIs (Jan) 09.30 – Employment Change (Dec)

09.30 – ILO Unemployment Rate (Dec)

09.30 – Average Weekly Earnings (Dec)

12.00 – MBA Mortgage Applications (Jan 19)

14.00 – FHFA House Price Index (Nov)

14.45 – PMIs (Dec)

15.00 – Existing Home Sales (Dec)

Thursday

09.00 – German IFO Business Survey (Jan)

11.00 – Overseas Trips (Q4)

12.45 – ECB Monetary Policy Decision

09.30 – UK Finance Loans for Housing (Dec)

09.30 – CBI Retailing Reported Sales (Jan)

13.30 – Initial Jobless Claims (Jan 20)

13.30 – Wholesale Inventories (Dec)

15.00 – New Home Sales (Dec)

15.00 – Leading Index (Dec)

Friday

09.00 – EZ M3 Money Supply (Dec)

09.00 – ECB Survey of Prof Forecasters (Dec)

09.30 – GDP Growth (Q4) 13.30 – GDP growth (Q4)

13.30 – Durables / Capital Goods Orders (Dec)

Slide 10



Slide 11

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. 

Slide 11


