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Ireland: Provisional figures show jobless rate falls to near-10 year low of 6% in 
February; improved jobs market sees gradual pick-up in wage growth 

The CSO’s monthly estimate of the Irish unemployment rate has
the advantage of being very timely, being released within a few
weeks of the relevant month-end. However, it doesn’t always
offer a reliable guide as it is subject to revision when the official,
definitive, but much less timely, quarterly unemployment rate
gets issued as part of the results of the Labour Force Survey
(LFS). We await the next results of the LFS (covering Q4) in two
weeks’ time with the usual very high degree of interest. But in
the meantime, the estimated jobless rate for February, offers an
early, if provisional, glimpse into the performance of the jobs
market as we move through Q1. The latest figures indicate that
the jobless rate continues to tick lower, reaching 6% last month,
down from an estimated 6.1% in January and from the latest
official LFS reading of 6.7% in Q3. This marks the lowest
reading in almost 10 years, and highlights the dramatic
improvement in labour market conditions from the depths of the
crisis 6 years ago when the jobless rate hit 16%.
Separately-released figures on labour costs highlight that the
much-reduced amount of spare capacity in the jobs market is
exerting some gradual, but discernible, upward pressure on
earnings growth. Average weekly earnings are estimated to
have grown by 2% last year, up from ca. 1.1% per annum on
average in 2015-16 and an average of -0.3% pa over 2009-14.
The combination of strong employment growth and improving, if
still modest, wage growth is the source of significant support for
the ongoing pick-up in household income and spending trends.
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Eurozone: Encouraging activity performance; inflation pressures remain 
subdued 

This week’s data for the Eurozone continued to paint an
encouraging picture of the region’s early-year activity
performance. The Commission’s Economic Sentiment Indicator
(ESI) did ease slightly for a second month in a row, but at 114.1
in February following 114.9 in January, the index remains at very
elevated levels. Indeed, even after a 1.2pt decline from the
December peak, the ESI is still higher than its Q4 average (which
was the strongest quarter in 17 years). So while the ESI is
signaling a modest cooling in momentum, as we noted was the
case with the PMI last week, we think that this is best seen as a
modest retreat from recent exceptionally elevated levels.
Associated improvement in the labour market also continues,
with the latest figures showing the jobless rate steady at a new
cycle-low of 8.6% in January, unchanged from a downwardly
revised reading of 8.6% in Dec. (from 8.7% previously). As the
economy continues to improve, the expectation is for inflation
pressures to build over time. However, for the time being,
inflation remains subdued with this week’s flash HICP figures
showing headline inflation at 1.2% in February, down from 1.3%
in Jan. and core inflation unchanged at 1% in Feb. Grounded in
the significant improvement in the economy over the last year or
so, we continue to expect the ECB to move its rhetoric in a more
hawkish direction over the period ahead. However, subdued
underlying price pressures mean that the ECB can take a
measured, incremental approach.
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UK: Manufacturing PMI points to ongoing healthy expansion; EU-27 and UK 
government in disagreement over withdrawal 

The February reading of the UK Manufacturing PMI indicates
that positive performance in the sector is ongoing, with the PMI,
at 55.2 in February from 55.3 in January, still comfortably in
expansionary territory and well above its long-term average of
51.7. However, a second modest decline in a row took the PMI to
an eight-month low consistent with a moderating trend in
manufacturing activity following healthy output growth of 2.8% in
2017 as a whole, up from 0.9% in 2016. News from the housing
market was mixed with mortgage approvals rising by more than
expected in January but house price growth on the Nationwide
measure weakening to a 6-month low of 2.2% in February.

Meanwhile, recent communication on Brexit highlights the
important differences (including re the issue of the Irish border)
between the EU-27 and the UK government sides, with the
reactions to yesterday’s draft legal text on the Withdrawal
Agreement from the European Commission a particular case in
point. According to the EU’s Barnier, this document simply puts
into legal terms the agreement reached last December.
However, Theresa May quickly rejected the EU’s proposal for the
Northern Ireland border, featuring a border between NI and GB if
no other solution is found. All eyes are now on tomorrow’s
speech where pressure is building on May to outline specific and
concrete proposals that would allow negotiations to progress
constructively from here, with Barnier at one point yesterday
saying that a Brexit transition was not a given
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US: Powell strikes upbeat tone, hints at possible future hawkish changes to 
Fed rate guidance

A key takeaway from this week’s eagerly-awaited Congressional
testimony from the new Fed Chairman, Jay Powell was his
upbeat characterisation of the US economy. In particular, when
asked about what it would take to raise rates more than three
times this year, Powell noted that since the last forecast round in
December, incoming news has included a strengthening in both
domestic and international economic conditions, with the
Chairman explicitly citing continuing strength in the labour market
and more stimulative fiscal policy. Furthermore, he indicated that
some of the recent newsflow will, in his case, “add some
confidence to my view that inflation is moving up to target”.
So while he made it clear that he did not wish to pre-judge the
Committee’s March meeting deliberations, it seems clear to us
that the Chairman’s view of the outlook has strengthened. This
is in line with our view that Fed rhetoric is likely to continue to
incrementally tilt in a hawkish direction reflecting incoming solid
news on growth and inflation. Indeed, this week’s news showed
consumer confidence at a 17-year high underpinned by very
positive perceptions of the job market, while the January reading
of the Fed’s preferred core PCE inflation measure revealed a
firm 0.3% m/m gain. This latter development has served to again
highlight a point that we have been making in recent weeks, that
short-term inflation dynamics have clearly picked up in recent
months, and by more than reflected in y/y inflation rates. We
would not be surprised to see Fed policy guidance change from 3
to 4 hikes this year at the March 21st meeting.
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Financial Markets: Eur/USD at 6-week low as Powell testimony sends US 
rates and the dollar higher; Brexit risks weigh on sterling

Fed Chair Powell’s testimony has been an important driver of the
week’s price action. In particular, his somewhat upbeat /
hawkish tone exerted further upward pressure on yields at the
front end of the US yield curve, with 2-year bond yields at one
point trading at a new cycle high of 2.28% - levels last seen prior
to the Lehman collapse in 2008. The large adjustment in US
interest rate market expectations over the past 6 months (2-year
yields have risen by a whopping 1% - almost doubling - over this
time) has seen the market shift from refusing to price in Fed
guidance for 2018 to the current position in which it is now fully
priced for existing guidance – a move which has reflected the
combination of steadfast messaging from the Fed re its
normalisation intentions and favourable newsflow on growth and
inflation. However, as we have been indicating for some time
now, the story doesn’t end there in our assessment, as we view
the strength of incoming news as consistent with the need for the
Fed to raise its rate guidance (e.g. from 3 to 4 hikes for this year)
– a move which could come as soon as the March 21st meeting.
Another related point of interest is that the dollar, somewhat
belatedly, has been showing more signs of responding to the
(absolute and relative) move higher in US yields, with a 1% gain
vs. the euro this week taking Eur/USD to a 6-week low of $1.218.
Meanwhile, the EU’s publication of the draft withdrawal
agreement has served to again highlight the unresolved nature of
some key Brexit issues including the Irish border, in the process
pushing sterling 0.6% lower vs. the euro to trade at 88.6p.
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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) = 0.47%
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 -0.327 0.1

2 Year Swaps -0.13 -1

5 Year Swaps 0.45 -1

10 Year Swaps 1.07 -2

GBP 3 Month Libor 0.579 0.7

2 Year Swaps 1.02 -3

5 Year Swaps 1.33 -4

10 Year Swaps 1.56 -5

USD 3 Month Libor 2.025 6.8

2 Year Swaps 2.51 3

5 Year Swaps 2.73 0

10 Year Swaps 2.86 -3

Foreign Exchange Markets
Latest weekly ∆, %

EUR/GBP, £ 0.886 0.6

GBP/EUR, € 1.129 -0.6

EUR/USD, $ 1.218 -1.0

GBP/USD, $ 1.375 -1.6

EUR/JPY, JP¥ 130.1 -1.0

GBP/JPY, JP¥ 146.9 -1.7

USD/JPY, JP¥ 106.8 -0.1

EUR/CHF, CHF 1.153 0.1

Stocks & Commodities
Latest weekly ∆, %

ISEQ 6,668          -0.8

STOXX Europe 600 376              -1.5

FTSE 100 7,171          -1.0

S&P 500 2,714          -1.2

Dow Jones 25,029        -1.1

Nasdaq 7,273          -0.9

NIKKEI 21,724        -0.8

OIL (London Brent) 64.3             -4.5

Gold 1,306          -1.8



Highlights for the week ahead: Irish retail sales and services PMI, ECB policy 
meeting and US February payrolls make up a busy calendar

A busy week in the Irish economic calendar features key official
data for January, including retail sales volumes (on Wednesday).
We will also pay close attention to Monday’s release of the
services PMI as well as the composite Index, both expected to
point to very positive momentum being sustained through Q1
following a strong start to 2018.

In the Eurozone, on the back of ongoing subdued underlying
inflation pressures, Thursday’s ECB monetary policy update is
not expected to result in an overhaul of current ECB policy
guidance. However, as the Eurozone economy continues to
improve notably, we would not be surprised to see another
incremental change in a more hawkish direction to policy
guidance. Before that, it is also worth keeping an eye on this
Sunday’s election in Italy, though the latest polls point to only a
small probability of a market-disruptive outcome.

In the US, the February payrolls report is expected to show solid
job gains of 190k in February following 200k in January,
consistent with a further decline in the jobless rate to a new-cycle
low of 4% in February from 4.1% in January. Average hourly
earnings will receive particular attention this time around
following the global market turmoil that followed January’s
stronger than expected print. Growth is expected to have
remained steady at a robust 0.3% m/m in February, consistent
with annual growth unchanged at a multi-year high of 2.9% y/y.
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Economic calendar for the week commencing March 5th

Ireland / Eurozone UK US
Monday

06.00 – Investec Services / Composite PMI (Feb)

09.00 – EZ PMIs – Final (Feb)

09.30 – EZ Sentix Confidence (Mar)

10.00 – EZ Retail Sales (Jan)

09.00 – New car registrations (Feb)

09.30 – Services / Composite PMI (Feb)

15.00 – ISM non-manufacturing (Mar)

Tuesday

12.30 – Fed’s Dudley (voter) speaks 

15.00 – Factory orders (Jan)

22.30 – Fed’s Brainard (voter) speaks 

Wednesday

10.00 – EZ GDP 3rd estimate incl breakdown  (Q4)

11.00 – Retail Sales volumes (Jan)

11.00 – Industrial Production (Jan)

08.30 – Halifax House Prices (Feb) 13.00 – Fed’s Dudley (voter) speaks 

13.00 – Fed’s Bostic (voter) speaks 

13.15 – ADP Employment change (Feb)

13.30 – Trade Balance (Jan)

19.00 – Fed releases Beige Book

Thursday

12.45 – ECB Monetary Policy Meeting 00.01 – RICS House Price Balance (Feb) 13.30 – Initial Jobless Claims (Mar 3)

Friday

11.00 – Production in build. and construction (Q4)

11.00 – New Car sales (Feb)

09.30 – Trade Balance (Jan)

09.30 – Industrial / Manuf. / Constr. Product. (Jan)

13.30 – Non-farm Payrolls / Unempl. Rate (Feb)

13.30 – Av. Weekly Earnings (Feb)
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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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