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Ireland: Latest manufacturing, unemployment and retail figures highlight 
economy’s strength through the turn of the year
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Out this week, the January readings of the Investec 
Manufacturing PMI and the CSO’s Monthly Unemployment 
Rate both offered considerable encouragement regarding the 
Irish economy’s early-year vibrancy.  The headline 
manufacturing PMI retreated in January, but this followed an 
all-time high reading in December, with further upside for the 3-
month average (to near record levels) signalling the strength of 
underlying activity trends.  As a highly open economy, Ireland is 
continuing to benefit from a strong upswing in global 
manufacturing.  Near-term international prospects remain 
favourable which should provide further support for Irish 
manufacturing in the months ahead – a point underlined by 
robust readings in the New Orders and Future Output indices of 
the PMI.

The PMI’s Employment index – off just slightly from 
December’s record level - also looks particularly strong, hinting 
at a strong start to the year for job creation – an observation 
validated by a further decline in the CSO’s (unofficial) 
unemployment rate estimate to 6.1% in January.  That’s down 
from 6.2% in December and from 7.4% a year earlier, in the 
process marking a new cycle (and near 10-year) low.  Given 
the health of the labour market, it is little surprise to see retail 
sales trends continuing to look very solid, with December 
figures showing core retail sales up 7.4% y/y in Q4 – the 
strongest growth seen in two years.



Eurozone: GDP figures for Q4 confirm continuation of strongly above-trend 
growth
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Preliminary GDP figures for Q4 confirmed the continuation of 
strongly above-trend growth in the Eurozone with real GDP 
growth at 0.6% q/q in Q4, down just slightly from 0.7% in both 
Q3 and Q2. This reading was in line with the consensus 
expectation, though slightly weaker than the signal that had 
been provided by survey indicators. In any case, with estimates 
of trend growth at around 0.3% q/q, this impressive end to 2017 
rounded off a year of very strong growth in the Eurozone, with 
annual growth accelerating to a 10-year high of 2.5% in 2017 
as a whole from 1.8% in 2016.

The latest labour market figures show the jobless rate 
unchanged at a near nine-year low of 8.7% in December, with 
the 1%pt reduction over the year matching the best on record. 

As the economy continues to improve, the expectation is for 
inflation to recover from still very subdued levels, and this 
week’s HICP figures were tentatively encouraging. Core 
inflation edged higher to 1% in January following three months 
in a row at 0.9%, while headline inflation slightly surprised to 
the upside, easing to 1.3% in January (vs. 1.2% expected) from 
1.4% in December. 

Grounded in these developments, we continue to expect ECB 
policy guidance to become more hawkish in the months ahead.

UK: Manufacturing and construction slightly disappoint at the start of 2018
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On a light week for economic data, the manufacturing sector 
reported slightly slower growth at the start of 2018. The 
Manufacturing PMI eased to a seven-month low level of 55.3 in 
January from 56.2 in December, consistent with some cooling 
but still healthy momentum in the sector.  

The construction sector recorded a more subdued start to the 
year, with the Construction PMI easing for a second month in a 
row, and at 50.2 in January, the PMI is signalling virtually no 
growth in activity. 

Meanwhile, news from the housing market was mixed. While 
house price growth accelerated to a 10-month high of 3.2% in 
January, mortgage approvals fell to a near two-year low in Dec.

On Brexit, the newsflow ramped up significantly this week 
following the publication of the EU-27 negotiation guidelines on 
transition arrangements. An uncompromising strategy from the 
EU has prompted heated reaction from Tory Brexit hardliners, 
including Trade Secretary Liam Fox, demanding a fight back 
from the UK government. However if the UK government 
follows such plan of action, the March deadline for this stage of 
negotiations may be at risk, potentially unnerving businesses 
looking for certainty over transition arrangements. Bigger 
picture, ongoing divisions within the Conservative party 
continue to present risks to a smooth exit from the EU. 



US: Fed leaves rates unchanged, but upgraded economic assessment paves 
the way for March hike and possible hawkish shift in guidance
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Janet Yellen’s last meeting as Fed Chair produced the 
expected unchanged policy outcome but there were 
nonetheless a number of language tweaks of note in the post-
meeting statement.  In particular, the Fed has upgraded its 
characterisation of both growth performance and the inflation 
outlook: gains in employment and in household and business 
spending are now all described as ‘solid’, while the Fed now 
expects y/y inflation to ‘move up this year’ – a change from 
December when the emphasis was on a continuation of sub-
target readings in the near term.  The phrase ‘further’ was also 
inserted twice to add some emphasis to the Fed’s guidance 
that ‘gradual increases’ in rates are likely to be warranted. 

We view this week’s statement as laying the groundwork for a 
further tilt in a hawkish direction.  We expect another rate hike 
in March - a move which may well be accompanied by a 
changed in forward guidance to flag an expectation that 4, 
rather than 3, hikes may be on the cards this year.  Incoming 
Fed speak, including eagerly-awaited Congressional testimony 
later this month from new Fed Chair Jerome Powell, will bear 
close watching in this respect.  In the meantime, this week’s 
data support our constructive view on the US outlook, with a 
Street-beating 200k gain in January payrolls marking a strong 
start to 2018 for the jobs market while measures of underlying 
prices and costs continue to show signs of gradual pick-up with 
avg. earnings growth picking up to a new cycle high of 2.9%.

Financial Markets: Sizeable moves to the upside for US yields prompt pick-up 
in market volatility, though the euro is little changed on the week
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Another important week for markets saw the emergence of 
greater volatility and associated moves to the downside in a 
number of asset classes.  At the heart of this somewhat risk-off 
tone are developments in bond markets, with Wednesday’s 
close of over 2.7% for US 10-year yields providing key month-
end confirmation of the break of the 30-year downtrend in 
yields we flagged last month.  With the signal from this highly 
significant chart point breach reinforced by solid news on jobs 
and indications of firming underlying price and cost in the US, 
the end of the week has seen accelerated moves to the upside 
for yields in the US and elsewhere, now trading at a 4-year high 
of 2.84% in the case of the US.

With the price action in bond markets heralding the end of the 
era of ultra-low interest rates, the results have included a move 
higher in market volatility (the Vix index is at 6-month highs) as 
well as losses for major equity indices, with a fall of 2.5% for 
the S&P on the week marking the worst week in about 2 years.  
Currency markets have largely taken a back seat amid this 
pick-up in volatility elsewhere (oil prices have also seen a  
sizeable 3.5% move to the downside), though it is notable that 
the dollar remains unable to capitalise on the large absolute 
and relative moves to the upside in US yields, leaving it little 
changed vs. the euro (at $1.245) and sterling ($1.413) on the 
week.  Meanwhile, Eur/GBP remains largely range-bound, 
though has drifted slightly higher to end the week just over 88p.



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

Interest Rate Markets
Latest (%) weekly ∆, bps

EUR 3 Month Euribor -0.328 0.0

2 Year Swaps -0.13 -1

5 Year Swaps 0.49 4

10 Year Swaps 1.12 11

GBP 3 Month Libor 0.525 -0.2

2 Year Swaps 0.97 4

5 Year Swaps 1.37 9

10 Year Swaps 1.64 12

USD 3 Month Libor 1.789 2.2

2 Year Swaps 2.38 7

5 Year Swaps 2.69 15

10 Year Swaps 2.87 19

Foreign Exchange Markets
Latest weekly ∆, %

EUR/GBP, £ 0.881 0.3

GBP/EUR, € 1.136 -0.3

EUR/USD, $ 1.244 0.1

GBP/USD, $ 1.413 -0.2

EUR/JPY, JP¥ 137.3 1.7

GBP/JPY, JP¥ 155.9 1.4

USD/JPY, JP¥ 110.4 1.7

EUR/CHF, CHF 1.159 -0.1

Stocks & Commodities
Latest weekly ∆, %

ISEQ 6,907          -2.7

STOXX Europe 600 389              -2.8

FTSE 100 7,461          -2.7

S&P 500 2,800          -2.5

Dow Jones 25,878        -2.8

Nasdaq 7,322          -2.5

NIKKEI 23,275        -1.5

OIL (London Brent) 68.0             -3.6

Gold 1,330          -1.7



Highlights for the week ahead: Key January business surveys from Ireland and 
abroad and the BoE policy meeting in focus
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On a light week for Irish economic data, Monday’s release of 
the Services PMI as well as the Composite Index (which 
combines the results of the Manufacturing and Services PMIs) 
provides a key insight into the latest trends in Irish business 
activity. The composite PMI is expected to show that very 
positive momentum is being sustained into the early part of the 
year. However, we would not be surprised to see some 
pullback in January following a very sharp acceleration in 
activity in December which took the PMI to a 21-month high.

Several important business surveys are also released abroad, 
including services PMIs from the US and the UK. In both cases, 
headline figures are expected to be little-changed in January, 
signalling that the two economies are broadly maintaining their 
pace of expansion early in 2018. 

On monetary policy, Thursday’s BoE meeting is expected to 
result in unchanged monetary policy settings. However, with 
the UK economy continuing to show some resilience in the face 
of Brexit headwinds, we see risks of some hawkish soundings 
from BoE policy signalling via the BoE’s updated growth, 
inflation and labour market forecasts and associated policy 
guidance / rhetoric. Meanwhile, a busy schedule for central 
bank speak includes FOMC voters Dudley and Williams (both 
on Wednesday), while Draghi from the ECB appears on 
Monday at the European Parliament.

Economic calendar for the week commencing February 5th

Ireland / Eurozone UK US
Monday

06.00 – Investec Composite PMI (Jan)

09.00 – EZ Composite PMI Final (Jan)

10.00 – EZ Retail Sales (Dec)

16.00 – Draghi speaks  in the EU Parliament

09.30 – Composite PMI (Jan) 15.00 – ISM Non-manufacturing (Jan)

Tuesday

09.00 – Bundesbank Weidmann speaks

10.00 – European Commission Econ Forecasts 

09.00 – New Car Registrations (Jan) 14.00 – Trade Balance (Dec)

15.00 – JOLTS Job Openings (Dec)

Wednesday

09.00 – ECB’s Nouy and Lautenschlage speak 08.30 – Halifax House Prices (Jan) 12.00 – MBA Mortgage Applications (Feb 2)

13.30 – Fed’s Dudley (voter) speaks

22.20 – Fed’s Williams (voter) speaks

Thursday

Bundesbank holds conference on monetary and 
economic policies on both sides of the Atlantic

09.00 – ECB publishes Economic Bulletin

00.01 – RICS House Price Balance (Jan)

12.00 – BoE MPC Monetary Policy meeting

Deadline for US government partial shutdown

13.30 – Initial Jobless Claims (Feb 3)

Friday

11.00 – Investec Composite PMI (Jan) 09.30 – Industrial Production (Dec)

09.30 – Trade Balance (Dec)

12.00 – NIESR GDP Estimate (Jan)
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The Calendar uses Irish local time
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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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