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Ireland: PMIs continue to point to healthy growth

The latest figures from the Irish manufacturing and Services PMI
surveys point to a further modest cooling in activity growth in
March. This is in part due to the disruption caused by Storm
Emma at the start of the month, which impacted business
conditions. In any case, both headline indices remain elevated,
with current levels still comfortably above their respective long-
run averages, thus pointing to ongoing healthy expansion.
Another reason not to be overly concerned about the near-term
is the very healthy pattern of new orders which recorded another
sharp increase in March. In this regard both surveys continue to
highlight the role played by the export channel, with the pace of
expansion in new services export orders quickening to the
fastest in 2018. Gains in actual and prospect activity continue to
underpin rapidly-rising demand for labour, though not enough to
edge the CSO (unofficial) monthly unemployment rate lower in
March, which instead remained steady at a post-crisis low of
6.1%. In any case, at 6.1% on average in Q1 as a whole, the
monthly estimate continues to point to further labour market
improvement following 6.4% in Q4 ’17 as per the official
unemployment rate from the Labour Force Survey. This week’s
exchequer returns also provided further evidence that favourable
dynamics in the jobs market are ongoing, with income tax
receipts up 5.7% in the year to March. Meanwhile, the overall
fiscal returns data show that Ireland’s public finances had a solid
performance in Q1, with the public deficit running broadly in line
with expectations at this stage.
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Eurozone: Jobless rate at a new nine-year low; inflation remains subdued

Positive trends in the Eurozone labour market remain in place
judging by the latest drop in the jobless rate to a fresh new nine-
year low of 8.5% in February, down from 8.6% over the previous
two months. This also means that the unemployment rate is now
below the average rate observed between the creation of the
Eurozone in 1999 and the start of GFC at the end of 2007,
illustrating the recent impressive labour market recovery. As we
have noted previously, this is important as the labour market acts
as an important driver of other key areas of the economy,
providing a key underpinning to our continued optimistic view on
the outlook. One area where reduced economic slack is still not
having a meaningful impact is inflation, with the latest data
continuing to show subdued underlying price pressures. Indeed,
core inflation remained unchanged at 1% for the third month in a
row in March (vs. 1.1% expected by the consensus). Looking
ahead, our expectation is for inflation pressures to build overtime
as capacity constraints put upward pressure on wages. However,
temporary calendar effects related to the timing of Easter
suggest that core inflation is likely to go slightly down in April
before it shows any signs of a moderate upward trend.
Overall, this week’s news from the labour market and inflation is,
in our view, in line with the ECB’s outlook for growth and prices,
and thus, have limited implications for monetary policy. We
continue to expect that the ECB will take a measured,
incremental approach as it moves its rhetoric in a more hawkish
direction.
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UK: Business growth hold by bad weather in March

The latest figures of the UK Services PMI survey signalled a
slowdown in business activity with the expansion in March the
weakest since the Brexit referendum. However, survey
respondents noted that snow disruption and unusually bad
weather conditions in March had been a key factor holding back
business growth, with weather impacts also noticeable in
construction activity, which fell in March following five months of
modest growth. The manufacturing sector ended up being the
exception maintaining a steady pace of expansion in March,
consistent with still healthy but perhaps cooling momentum in the
sector (the average in the quarter, as a whole, was the weakest
in a year). Unsurprisingly, the Composite Index (which combines
the results of the Manufacturing and Services PMIs) also eased
markedly in March, in the process reaching a twenty-month low
to levels consistent with only marginal GDP growth. Taken
together, the Composite Index readings for Q1 point to a
slowdown in growth to 0.2% q/q following 0.4% in Q4 ’17.
However, we do not think that this is likely to have any impact on
whether the BoE decides to hike interest rates in May, as the
weather impacts are likely to be seen as transitory. What’s more,
an initial judgement on the impact of the bad weather had
already prompted the BoE to mark down their estimate of GDP
growth to 0.3% in Q1 (vs. 0.4% in the February Inflation Report),
so the news from this week appears to be broadly in line with the
expectation from the Bank, perhaps at the margin suggesting
some downside risk to their 0.3% forecast.
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US: Business sector reports strong growth in March

US manufacturing and service industries continue to report very
fast growth with both indexes remaining at very elevated levels in
March, consistent with healthy growth in early 2018. Indeed, for
Q1 as a whole, the non-manufacturing ISM index averaged an
all-time record high of 59.4 following an already elevated average
of 57.7 in Q4 ’17. The manufacturing sector, following a seven-
year high of 63.5 in Q4 as a whole, moderated slightly in Q1 but
at 62.5 also remains at levels consistent with very strong growth
in activity.

Meanwhile, today’s jobs report showed a cooling in non-farm
payroll growth in March, with weaknesses in some services and
construction payrolls suggesting that hiring may have been
affected by bad weather. Furthermore, the 103k rise in non-farm
payrolls needs to be seen in the context of an even higher
increase of 326k in February (vs. 313k previously announced),
leaving the average gain in 2018 at 202k, still comfortably above
the average gain of 182k in 2017 as a whole. Further reason to
expect that the Fed is unlikely to be worried by March’s weaker
than expected reading is the fact that the unemployment rate
remained steady at a multi-year low of 4.1% in March, while the
underemployment rate (which includes part-time workers)
dropped two-tenths to match a cycle low of 8% in March.
Meanwhile, average hourly earnings rose 0.3% m/m, enough to
drive the y/y figure up a tenth to 2.7% in March, near a recent
high of 2.8% recorded in January.
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Financial Markets: Trade tensions rise a notch but major equity indices were 
up in the week; range trading remains in fx

The US administration eventually followed up on its additional
tariff measures targeting China, with the swift response from the
Chinese authorities surprising some market participants and
adding to the clear risk-off sentiment early in the week. However,
sentiment improved as the week progressed, leaving the major
equity indices generally up in the week. This improvement in
market risk appetite is linked to the fact that no tariffs have
actually been implemented yet, and a lengthy process lies
ahead. Furthermore, while the tariffs announced from either side
represent an escalation of recent measures (affecting roughly
$50 billion in projected goods imports from either side), they
continue to be small enough to have only a modest direct impact
in the global economy. Having said that, recent developments
highlight the risk of further escalation in trade tensions that could
result in real damage to macroeconomic activity.
The ongoing trade tensions continue to have little impact on fx
though at the margin, the single currency is a touch weaker on
the week, down around 0.5% against sterling and 0.1% against
the dollar, to trade at around $1.228 and 87.3p as we write. This
means that range trading continues to dominate the landscape,
with the single currency remaining within recent trading ranges of
87-90p against sterling and $1.22-1.25 against the greenback.
This is despite another slight downward surprise in Eurozone
data, this week in relation to inflation, so we continue to highlight
the recent resilience shown by the single currency (the Eurozone
Citi Economic Surprise has now reached a two-year low).
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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 0.0

2 Year Swaps -0.15 1

5 Year Swaps 0.37 1

10 Year Swaps 0.97 0

GBP 3 Month Libor 0.757 4.5

2 Year Swaps 1.16 4

5 Year Swaps 1.40 6

10 Year Swaps 1.56 6

USD 3 Month Libor 2.337 2.6

2 Year Swaps 2.61 3

5 Year Swaps 2.75 5

10 Year Swaps 2.84 6

Foreign Exchange Markets
Latest weekly ∆, %

EUR/GBP, £ 0.873 -0.5

GBP/EUR, € 1.146 0.5

EUR/USD, $ 1.228 -0.1

GBP/USD, $ 1.406 0.3

EUR/JPY, JP¥ 131.5 0.6

GBP/JPY, JP¥ 150.7 1.0

USD/JPY, JP¥ 107.2 0.7

EUR/CHF, CHF 1.178 0.2

Stocks & Commodities
Latest weekly ∆, %

ISEQ 6,661          1.0

STOXX Europe 600 374              0.9

FTSE 100 7,151          1.3

S&P 500 2,658          0.7

Dow Jones 24,399        1.2

Nasdaq 7,071          0.1

NIKKEI 21,645        2.3

OIL (London Brent) 68.4             -2.6

Gold 1,329          0.5



Highlights for the week ahead: Irish household income, US inflation and 
Fed/ECB minutes in focus

An interesting week for Irish data including the Institutional
Sector Accounts (on Wednesday), household income a particular
point of interest for us. We expect that the very favourable labour
market developments in Q4 underpinned another robust quarter
for income, providing further indications of very positive
performance in the Irish economy at the turn of the year. We will
also pay close attention to the latest trends in consumer price
inflation and house price growth (both on Thursday), with the
former expected to have remained subdued in February while the
latter expected to remain very robust.
Away from home, the US CPI inflation figures for March (on
Wednesday) are expected to show annual core inflation rising to
the highest in a year at 2.1%, up from 1.8% in February as some
weak readings at the start of 2017 start to fall out of the annual
comparisons. As noted in recent commentaries, this upward
trend in US underlying inflation should keep the Fed on track to
continue its gradual normalisation of US interest rate settings
with the minutes from the FOMC March meeting (on
Wednesday) also expected to acknowledge the improving growth
prospects as an important reason behind the recent upgrade in
the Fed’s guidance on the likely path for policy rates.
In Europe, the highlight will be official industrial output data for
the Eurozone and the UK, both expected to show quicker growth
in February following a slightly disappointing start to 2018.
Finally, an active week from the ECB includes the Account of the
March meeting as well as speeches from Draghi and Constancio.

Slide 9

Economic calendar for the week commencing April 9th

Ireland / Eurozone UK US
Monday

09.30 – EZ Sentix Investor Confidence (Apr)

11.00 – New Vehicle Sales (Mar)

14.00 – ECB presentation of the 2017 Annual 
Report (Constancio)

08.30 – Halifax House Prices (Mar)

Tuesday

11.00 – Industrial Production (Feb) 11.00 – NFIB Small Business Optimism (Mar)

13.30 – Producer Prices – Final Demand (Mar)

Wednesday

11.00 – Institutional Non Financial Sector 
Accounts (Q4)

12.00 – ECB speech followed by Q&A (Draghi)

09.30 – Visible Trade Balance (Feb) ; Industrial 
Production (Feb); Manufacturing Production 
(Feb); Construction Output (Feb)

09.30 – NIESR GDP estimate (Mar)

13.30 – CPI (Mar)

19.00 – Monthly Budget Statement (Mar)

19.00 – FOMC Minutes of the March 21th Meeting

Thursday

10.00 – EZ Industrial Production (Feb)

11.00 – Residential Prop. Prices (Feb); CPI (Feb)

12.30 – Account of the ECB March Meeting

00.01 – RICS House Price Balance (Mar)

09.30 – BoE Credit Conditions and Bank 
Liabilities Surveys

13.30 – Jobless Claims; Import / Exp. Price (Mar)

20.00 – Consumer Credit (Feb)

Friday

09.10 – EZ Trade Balance (Feb)

11.00 – Goods Trade Statistics (Jan) 

15.00 – Fed speech  (Rosengren – non-voter)

15.00 – JOLT Job Openings (Feb); U. of Michigan 
Consumer Sentiment (Apr)
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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 Donegal 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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