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Ireland: Manufacturing and services PMIs ease in February but continue to 
signal strong growth 

The latest readings of the Irish manufacturing and services PMI
surveys indicate that activity growth cooled modestly in February.
Both headline indices remain at very elevated levels well above
their respective long-run averages, thus pointing to ongoing very
healthy expansion – just not quite as exceptionally rapid as in
previous months. Both surveys highlight the supportive role
being played by the improvement in the global economy which
has continued to underpin activity gains via the new export
orders channel. Also of interest were the latest signals on the
labour market. Similar to the headline PMIs, the pace of growth
in employment is reported as having eased slightly but continues
to point to sharp – and well above long-run average - increases
in staffing levels.

We expect such jobs market strength to be reflected in next
week’s keenly-awaited Labour Force Survey results which we
anticipate will show further solid increases in employment in Q4.
Indeed, this week’s Exchequer Returns also paint a positive
picture of recent labour market developments, with income tax
receipts up 6.7% y/y in the year to February. We read this
performance as consistent with the signs of a pick-up in wage
inflation we noted last week, combined with ongoing solid
expansion of employment levels. Overall tax receipts are up 3%
so far this year which is a little (0.5%) below expectations, but
nothing to be concerned about at this early stage of the year.
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Eurozone: Encouraging activity performance; inflation pressures remain 
subdued 

This week’s March ECB meeting resulted in the expected no-
change policy outcome. However, as we had flagged, the update
from Draghi did contain a change in policy guidance which came
in the form of the removal of the bias towards increasing its QE
programme in the event of a deterioration in economic or
financial conditions. Draghi attempted to play down the
significance of this move, claiming that it was a backward-looking
decision which didn’t send any new signal about future policy.
While we understand his desire to guard against the market over-
interpreting this change, we prefer to characterise it more
straightforwardly as a natural, incremental next (baby) step in the
direction of policy normalisation. When pressed for an
explanation as to why this change was being made now, Draghi
himself acknowledged that it was in response to several rounds
of upward revisions to the growth outlook (the staff forecast for
2018 growth was revised up again), less concern about sub-
target future paths for inflation, and a view that the kind of
scenarios that would prompt activation of the easing bias are now
seen as less likely to occur. In other words, the ECB’s guidance
continues to evolve reflecting the improvement in the economic
outlook and greater confidence in the eventual return of inflation
to target. Lingering caution is evident in familiar references to
subdued price pressures and in some new downside risks
(protectionism and financial market conditions) but, as long as
the economy continues to show improvement, we should expect
ECB guidance to continue to evolve in the months ahead.
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UK: Services PMI picks up in February; UK Brexit approach rejected by EU

The latest UK PMI survey results indicate that growth in the key
services sector picked up to a 4-month high in February. Activity
trends are being buoyed by solid increases in new business
which picked up for a 2nd consecutive month, in the process
reaching its strongest since May of last year. Survey
respondents noted healthy business-to-business sales growth,
helped by improvement in the global economy. Employment
growth was also reported as having picked up notably, though
respondents cited concerns about tight labour market conditions.
The pick-up in services activity was more than enough to
compensate for some slowing in manufacturing, with the
Composite PMI for February registering a modest increase to
take it to 54.5 – in line with its long-run average. This points to
Q1 GDP growth of 0.3-0.4% q/q which would be in keeping with
the average pace recorded in 2017. Such indications that
steady, relatively resilient growth performance is being
maintained provide support for expectations that the Bank of
England may raise UK rates again at its May meeting.

Meanwhile, the latest developments on the Brexit front have
been less encouraging. In particular, the EU has been very clear
in its rejection of the UK desire for certain sectors to have single
market access, with Donald Tusk noting that a Canada-type
trade deal is the only possible model, given the UK’s apparent
intention to leave the single market, customs union and
jurisdiction of the ECJ.
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US: Upbeat tone from latest ISMs and jobs data; concerns mount over US 
trade policy

Very positive trends in the US economy continued in February
judging by the upbeat tone from the latest ISM surveys and jobs
report. Indeed, both this week’s non-manufacturing ISM index as
well as last week’s manufacturing index remained at levels
consistent with very solid activity growth. Meanwhile, today’s jobs
report unexpectedly showed non-farm payroll growth surging to a
nineteen-month high of 313k in Feb. following an upwardly
revised reading of 239k in Jan. (vs. av. gain of 182k in ‘17). One
slightly disappointing feature of today’s results was the cooling in
hourly av. earnings to 2.6% in Feb. (vs. 2.8% expected) from
2.8% in Jan. (revised down from 2.9%). In any case, recent
trends remain consistent with a gradual pick up in wages, a point
also made in this week’s Beige Book from the Fed. Also of
interest was a speech from Governor Brainard which provided
similarly hawkish soundings to last week’s testimony from
Powell. This is significant as Brainard is amongst the most
dovish members of the committee, suggesting that the FOMC
may be in broad agreement regarding the recent strengthening in
the outlook. One area where concerns are mounting relates to
trade policy, with Trump formally introducing tariffs on steel and
aluminum. While the direct impact from these measures is
expected to be modest, particularly if the exemptions granted to
Canada and Mexico are extended to other key exporters, the
treat is that these unilateral actions from the US administration
escalate into further trade tensions and potentially retaliatory
measures that could come with more substantial costs.

Slide 5

Financial Markets: Risk appetite recovers from Trump’s tariff sell-off; currency 
markets little changed over the week

Market risk appetite has picked-up this week following a notable
sell-off seen late last week as Trump’s announcement on tariffs
left markets trading on the back foot. However, this week saw a
recovery in sentiment as market participants rightly gave some
weight to the view that the initial proposals could end up being
diluted. Yesterday’s confirmation of that view, with the final text
including exemptions to key regional US allies and opening the
door for further exclusions, provided further impetus to risk
assets, with support also coming from a more constructive tone
from the Korean peninsula. However, one clear implication from
recent actions from the US administration is the need to closely
follow trade policy developments at the current juncture, a long
acknowledged source of risk to markets and the global economy.

In FX, Trump’s protectionist rhetoric has also had an impact on
the dollar, leaving the greenback trading on the back foot since
the end of last week, with Eur/USD trading as high as $1.245 at
one point this week, a 2.3% move to the upside from last week’s
low of around $1.216. However, more recently we have seen
some dollar recovery, with the pair currently trading at around
$1.233. For that matter, yesterday’s decision from the ECB did
not have much of an impact on the single currency, partly
reflecting Draghi’s attempts of playing down the significance of
the change. Meanwhile, Eur/GBP is currently trading at around
88.8p after the pair reached a four month high of 89.7p earlier
this week as Brexit uncertainties continue to weigh on sterling.
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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 0.0

2 Year Swaps -0.12 0

5 Year Swaps 0.46 1

10 Year Swaps 1.07 -1

GBP 3 Month Libor 0.601 1.7

2 Year Swaps 1.04 3

5 Year Swaps 1.38 5

10 Year Swaps 1.61 5

USD 3 Month Libor 2.089 6.4

2 Year Swaps 2.57 8

5 Year Swaps 2.79 7

10 Year Swaps 2.92 6

Foreign Exchange Markets
Latest weekly ∆, %

EUR/GBP, £ 0.888 -0.5

GBP/EUR, € 1.126 0.5

EUR/USD, $ 1.233 0.1

GBP/USD, $ 1.388 0.6

EUR/JPY, JP¥ 131.8 1.2

GBP/JPY, JP¥ 148.4 1.7

USD/JPY, JP¥ 106.9 1.1

EUR/CHF, CHF 1.171 1.4

Stocks & Commodities
Latest weekly ∆, %

ISEQ 6,745          1.2

STOXX Europe 600 377              2.8

FTSE 100 7,207          1.9

S&P 500 2,757          2.5

Dow Jones 25,108        2.3

Nasdaq 7,497          3.3

NIKKEI 21,469        1.4

OIL (London Brent) 64.7             0.5

Gold 1,324          0.2



Highlights for the week ahead: Big week in the Irish calendar includes 
(unusually) both the Labour Force Survey and QNA; CPI in focus in the US

In a hectic week for Irish data, the Q4 Labour Force Survey (on
Wednesday) will provide a key update on the jobs market at the
end of 2017, with employment being a particular point of interest
for us following recent evidence of a still very solid, but
moderating, pace of headline jobs growth. We will also pay close
attention to the Q4 National Accounts (on Thursday) and in
particular to those measures less subject to MNE-distortion such
as household consumption and core domestic investment.
Meanwhile, we also get a glimpse of trends in annual house price
growth early in 2018 (on Wednesday), while the February Ulster
Bank Construction PMI and the January goods trade figures are
released on Monday and Friday, respectively.

Away from home, the US CPI inflation figures for February (on
Tuesday) are expected to show annual core inflation unchanged
at 1.8%. Importantly, short-term dynamics are likely to continue
to point to higher inflation in the months ahead, with the
consensus projection for core CPI consistent with a 3mth/3mth
annualized rate rising to a cycle-high of 2.8% in Feb. (vs. 2.4% in
Jan.). In our view, this is likely to reinforce the Fed’s confidence
in the outlook for inflation, and result in further hawkish
soundings from the Fed in the period ahead, a process likely to
support the dollar in our view. Meanwhile in the Eurozone, we will
be closely following the latest signals from the labour market,
with employment growth expected to have remained robust in Q4
following a multi-year high of 1.7% y/y in Q3.
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Economic calendar for the week commencing March 12th

Ireland / Eurozone UK US
Monday

00.01 – Ulster Bank Construction PMI (Feb) 18.00 – Monthly Budget Statement (Feb)

Tuesday

Spring Statement fiscal update 10.00 – Small Business Optimism (Mar)

12.30 – CPI (Feb)

Wednesday

08.00 – ECB Draghi, Praet and Constancio speak

10.00 – EZ Industrial Production (Jan)

10.00 – EZ Employment (Q4)

11.00 – Labour Force Survey (Q4)

11.00 – Residential Property Prices  (Jan)

Special Congressional election in Pennsylvania

12.30 – Retail Sales (Feb)

12.30 – PPI (Feb)

13.15 – Business Inventories (Jan)

Thursday

07.00 – EZ New Car Registrations (Feb)

11.00 – Quarterly National Accounts (Q4)

11.00 – CPI (Feb)

12.30 – Initial Jobless Claims (Mar 10)

12.30 – Empire Manufacturing (Mar)

12.30 – Philadelphia Fed Business Outlook (Mar)

Friday

10.00 – EZ CPI 2nd release (Feb)

11.00 – Goods Exports and Imports (Jan)

11.00 – Planning Permissions (Q4)

13.15 – Industrial /Manufacturing Production (Feb)

13.15 – Capacity Utilisation (Feb)

14.00 – JOLTS Job Opening (Jan)

13.15 – U. of Michigan Consumer Sentiment (Mar)
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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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