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Ireland: Record quarter for jobs growth highlights the economy’s underlying 
strength; national accounts point to “two-speed” growth driven by MNEs

The two most important Irish releases have this week both
shown that the economy continues to experience positive, very
healthy and broad-based growth trends. The quarterly national
accounts show that headline GDP growth was extremely strong
at 7.8% last year, though Multinational-related distortions make it
very difficult to draw robust conclusions about the economy’s
underlying performance. Our analysis points to evidence of “two-
speed” growth, with output in Multinational (MNE)-dominated
sectors growing at a considerably faster pace (over 10%) than
other sectors (which on our rough estimates grew on aggregate
by a little less than 3%), though rapid construction growth of over
16% was a clear highlight among domestic-focussed sectors.
Meanwhile, the Labour Force Survey showed a record quarter
for jobs growth (up 29k q/q in Q4), capping another very strong
year for employment, which ended 2017 growing at 3.1% -
double the pace being seen in the Eurozone and US at present.
Underlying trends are likely even stronger, with Full-Time
Equivalent jobs growth running at 3.7%. Employment is an
indicator to which we give a lot of weight as a relatively “clean”
barometer of how well the underlying economy is faring. Based
on recent jobs and wage trends, we estimate household income
from employment rose by 4.9% last year - the strongest year of
the recovery to date. Such developments provide very important
fundamental support for the ongoing pickup in house prices, with
an acceleration in price growth to a 32-month high of 12.5% in
January marking a very strong start to 2018.
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Eurozone: Very solid Q4 rounds off a strong year for the labour market

This week’s employment data for the Eurozone showed growth at
1.6% y/y in Q4 2017, down just slightly from a nine-year high of
1.7% in Q3. This encouraging end to 2017 rounded off a very
positive year for the Eurozone labour market, with employment
rising by 1.6% in 2017, a reading that in the context of the much
more closely followed US jobs reports would be consistent with a
robust average monthly increase of around 200k on a US-
equivalent basis. This strong labour market performance
provides further evidence of very positive performance in the
broader Eurozone economy at the turn of the year, with the
timelier monthly unemployment rate, pointing to the continuation
of very positive trends at the start of 2018. As we have noted
previously, this is important as the labour market itself also acts
as an important driver of other areas of the economy, including
household consumption, supporting our expectation that inflation
pressures are likely to build as the Eurozone economy continues
to improve. However, the data for the time being is still showing
subdued inflation, with headline inflation unexpectedly revised
down to 1.1% in February (vs. 1.2% previously), but importantly,
core inflation was kept unchanged at 1%. This is an important
reason to expect the ECB to continue to follow a measured,
incremental approach as it pares back stimulus from the ultra-
accommodative settings put in place to deal with the financial
crisis and its aftermath, a point again evident in this week’s ECB
communications from both Draghi and Peter Praet.
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UK: Spring Statement points to slight improvement in public finances

In a week with no UK economic data, the 2018 Spring Statement
ended up as the main point of interest. The key feature of the
update was a slight (and somewhat back-loaded) tweak to the
spending and receipts figures that resulted in an average
reduction in projected borrowing of slightly more than £3 bn per
annum or around 0.2% of annual nominal GDP. Despite this
slightly improved fiscal position, Chancellor Hammond kept with
his word in announcing no new fiscal measures, meaning that
the Spring Statement had no significant implications for either the
outlook for growth or interest rates. However, Hammond did hint
that spending could increase in the Autumn if the public finances
continued to improve. The OBR’s GDP forecasts were also
barely altered, with real GDP growth expected to ease to 1.5% in
2018 (up from 1.4% in the November update) and 1.3% in 2019
and 2020 and then return to 1.5% by 2022 (down from 1.6% in
November).
On Brexit, with the deadline for an agreement on transition
arrangements quickly approaching (both the UK and the EU-27
aim to have a deal ahead of next week’s EU-27 summit), both
sides are showing some measured confidence that a deal will be
struck in time. However, while this would be welcome news and
would provide businesses with some certainty beyond post-
March ’19, two important caveats apply. Namely, the Irish border
issue continues to represent a particularly problematic hurdle,
while any deal is expected to be mainly political and contingent
on final agreement on the divorce.
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US: Business surveys show tax cut unleashing fresh wave of animal spirits; 
core inflation pressures continue to show signs of firming

A flurry of confidence and activity releases this week paint a
decidedly upbeat picture of trends in the US business sector.
The CEOs of the largest companies in the US raised their
outlook for their own spending, hiring and sales - as well for the
wider economic outlook - as overall confidence levels rose to a
15-year (and survey record) high. But buoyant sentiment is
certainly not confined to large companies, with the NFIB’s Small
Business Optimism index rising in February to the second
highest level in its 45-year history. These exceptionally elevated
readings reflect a combination of a continuation of positive
underlying trends which have been underway for several
quarters and an additional boost to confidence from the recently
passed tax cut which looks to be unleashing an additional wave
of animal spirits across the business sector. For the first time
since 2006, taxes received the fewest votes as the number one
business problem for small business, though business leaders
caution that recent trade policy changes could undermine the
economic gains from cutting taxes and the regulatory burden.
Finding qualified workers remained the number one problem for
small businesses – anecdotal evidence of labour market
tightness that is certainly of relevance to the Fed as it seeks to
balance the risk of future overheating with currently sub-target
inflation. Indeed, this week’s CPI report provided further
evidence of gradually firming underlying price pressures, with the
3m/3m annualised rate of core CPI inflation rising to a 10-year
high of 2.8% in February.
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Financial Markets: Latest Trump personnel changes weigh on risk appetite; 
sterling gains on Brexit-talk optimism

For markets this week, it was partly a story of politics Trumping
economics, certainly in relation to the latest newsflow from the
US. As noted above, incoming news from the US business
sector has been extremely positive, implying further upside risks
to the growth outlook. The February US CPI report was also
relatively market friendly in that, while it does point to gradually-
picking up core inflation, it was no stronger than anticipated and
perhaps even a touch softer than the market whisper
expectation. But despite these developments, the major equity
indices are generally lower on the week, with the S&P down
almost 1.5%. This modest weakness in risk appetite (also
reflected in downward pressure on long-term interest rates in
both the US and Europe) is linked to market unease with the
latest personnel changes in the US administration which again
provide a somewhat unsettling backdrop for investors who
remain apprehensive about global geopolitical risk.
On the currency markets, the main move of note was a ¾% rally

in sterling vs. both the euro and the dollar, to trade at 88.2p and
$1.396 respectively. With quite a bit of bad Brexit news in the
price, markets have responded positively to soundings that
recent negotiations have been progressing constructively. While
confirmation of agreement on transition next week would be
positive news, including for the UK currency, we remain cautious
on sterling’s ability to enjoy sustained Brexit-related gains,
pending the arrival of greater clarity on how key long-term
issues, not least the Irish border, will get resolved.
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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 -0.328 -0.1

2 Year Swaps -0.15 -2

5 Year Swaps 0.41 -4

10 Year Swaps 1.02 -6

GBP 3 Month Libor 0.609 0.8

2 Year Swaps 1.04 -1

5 Year Swaps 1.33 -5

10 Year Swaps 1.54 -6

USD 3 Month Libor 2.202 11.3

2 Year Swaps 2.59 2

5 Year Swaps 2.77 -2

10 Year Swaps 2.87 -5

Foreign Exchange Markets
Latest weekly ∆, %

EUR/GBP, £ 0.882 -0.7

GBP/EUR, € 1.133 0.7

EUR/USD, $ 1.233 0.2

GBP/USD, $ 1.397 0.9

EUR/JPY, JP¥ 130.3 -0.9

GBP/JPY, JP¥ 147.7 -0.1

USD/JPY, JP¥ 105.7 -1.0

EUR/CHF, CHF 1.171 0.0

Stocks & Commodities
Latest weekly ∆, %

ISEQ 6,685          -0.9

STOXX Europe 600 377              -0.3

FTSE 100 7,151          -1.0

S&P 500 2,747          -1.4

Dow Jones 24,874        -1.8

Nasdaq 7,482          -1.0

NIKKEI 21,677        1.0

OIL (London Brent) 65.2             -0.4

Gold 1,320          -0.1



Highlights for the week ahead: Central Banks and Brexit in focus

With no top-tier Irish economic calendar, we will pay close
attention to monetary policy updates from the Fed (Wednesday)
and the BoE (Thursday). The Fed is expected to hike interest
rates by another 25bps, with the main point of interest for
markets likely to be whether the Fed also shifts its interest rate
guidance for 2018 (from three to four hikes) and beyond (less
than three hikes are currently in for 2019). As we have argued in
the past, that’s indeed a change that we expect in the period
ahead reflecting incoming solid news on growth and evidence of
firming inflation, and we would not be surprised if the Fed moves
in that direction as soon as next week, a shift likely to support the
dollar in our view. Meanwhile, the BoE meeting is expected to
result in unchanged monetary policy settings, but the MPC is
expected to reiterate that a Bank rate hike may soon be
warranted (possibly as soon as May) if the economy continues to
evolve in line with expectations. On that front, the consensus
expects a continuation of positive trends in the labour market in
January (on Wednesday), while both headline and core inflation
are expected to have eased by two-tenths in February to 2.8%
and 2.5%, respectively. Meanwhile, next week is also key for
Brexit negotiations, with both sides eager to agree on transition
arrangements ahead of the EU-27 summit.
In the Eurozone, key business and consumer surveys for March,
including the PMIs (on Thursday) and the EC Consumer
Confidence indicator (on Tuesday) are expected to point to very
positive, albeit slightly cooling momentum, at the end of Q1.
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Economic calendar for the week commencing March 19th

Ireland / Eurozone UK US
Monday

10.00 – EZ Trade Balance (Jan)

10.00 – EZ Construction Output (Jan)

David Davis meets EC Barnier re Brexit talks

00.01 – Rightmove House Prices (Mar)

13.40 – Fed’s Bostic (voter) speaks

Tuesday

10.00 – GE ZEW survey (Mar)

10.00 – EZ Consumer Confidence (Mar)

09.30 – CPI (Feb)

09.30 – House Price Index (Feb)

Wednesday

09.30 – Employment Change / Unemp. Rate (Jan)

09.30 – Public Sector Net Borrowing (Feb)

11.00 – CBI Trends (Mar)

18.00 – FOMC Rate Decision

Thursday

08.00 to 09.00 – FR, GE, EZ PMIs (Mar)

09.00 – EZ Current Account (Jan)

09.00 – GE IFO Business Climate (Mar)

11.00 – Industrial Production (Jan)

09.30 – Retail Sales (Feb)

12.00 – BoE MPC Monetary Policy Meeting

12.30 – Initial Jobless Claims (Mar 17)

13.00 – FHFA House Price Index (Jan)

13.45 – Manufacturing PMI (Mar)

13.45 – Kansas City Fed Manufacturing Act. (Mar)

Friday

EU-27 leaders summit (2-day event starting on 
Thursday)

12.15 – Fed’s Bostic (Voter) speaks

12.30 – Durables / Capital Goods Orders (Feb) 

14.00 – New Home Sales (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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