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Ireland: Improving jobs market sees aggregate household income reach new 
record high of €100bn in 2017 

Q4 Institutional Sector Accounts (ISA) data out this week showed
aggregate disposable income across Irish households reached
an all-time high of €100bn last year, eclipsing the pre-crisis 2008
peak of €98bn, thus marking another important milestone in the
Irish economy’s recovery journey. One caveat is that, because
the population has continued to expand throughout both the crisis
and recovery periods, the uplift in aggregate income has not yet
been sufficient to see average income per household return to
pre-crisis levels. Average household income has shown a very
welcome 10% rise from its 2011 crisis low, but at €56k remains
about 8% shy of its 2008 peak (of close to €61k), helping to
explain why for many households the economic recovery has
lacked a major feel-good factor, despite the return to peak in a
number of macroeconomic metrics. Nonetheless, the trend
improvement is encouraging, with a very solid 5.3% uplift in
aggregate nominal income last year mainly driven by the ongoing
improvement in labour market conditions. Strong employment
gains are combining with modest, but gradually accelerating,
wage growth to boost aggregate household income and spending
power, with the resulting increase in employee compensation
accounting for over 85% of the gains in overall household income
last year. In turn, this ongoing improvement in income trends
continues to provide key fundamental support for other important
areas of the economy including the housing market where the
latest official figures show that national price growth accelerated
from 12% in January to 13% in February - a 33-month high.
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Eurozone: Minutes reiterate ECB’s cautious confidence re inflation returning to 
target 

This week’s account of the March ECB policy meeting recapped
some key messages from Draghi’s post-meeting press
conference. The minutes reflected the Governing Council’s
explicit desire to communicate its increased confidence that the
improvement in economic conditions would eventually lead
inflation to get back to the target level of below but close to 2% -
confidence which resulted in the dropping of the QE policy easing
bias at the meeting. However, the minutes also make clear that
the ECB remains cautious on the outlook with several sources of
downside risk and uncertainty featuring prominently in the
discussion. Officials discussed the possibility that there could be
more slack in the economy than implied by traditional measures
of the output and labour market gaps, that the global environment
remains subject to downside risk (including from increased
protectionism and Brexit) and that volatility in the euro’s
exchange rate and in financial conditions more generally need
ongoing monitoring because of their potential implications for the
inflation outlook. The Council’s conclusion was that the
combination of such uncertainties and muted underlying inflation
pressures called for continuing caution and “underlined the need
to maintain the prevailing policy posture of prudence, patience
and persistence”, with wide agreement that an ample degree of
policy accommodation remained necessary to support the
expected return of inflation to target. So, while the direction of
travel towards the exit from easy policy is clear, there was little in
the minutes to suggest a shift in policy is likely in the near-term.
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UK: Disappointing official activity data for February

This week’s official activity data for February surprised slightly to
the downside, with manufacturing output falling for the first time
in 11 months following no growth in January. This left y/y growth
at 2.5% in February following 2.2% in January, down from the
3.2% average growth recorded in Q4. Overall industrial
production has also disappointed slightly, in part because of a fall
in oil extraction, with output barely rising in February vs. healthy
growth of 0.4% expected by the consensus. Meanwhile,
construction output data were also unexpectedly weak, recording
a second consecutive decline when it was expected to rebound
somewhat from a soft start to 2018. The now seven-month
downward trajectory in construction output growth is very much
evident in the fact that y/y growth has reached a nearly one-year
low of -3% in February from as high as 3.9% in July last year.
Overall, these data offer some further encouragement to the view
that UK GDP growth is likely to have moderated in Q1 following a
0.4% q/q advance in the last quarter of 2017. Indeed, the latest
estimate of GDP growth from the NIESR points to growth of
0.2% in Q1, suggesting some slight downward risk to the 0.3%
expected by the BoE. However, with this moderation in part
explained by weather-related disruptions, and other economic
data still showing that the economy is performing broadly as
expected, we continue to regard a May BoE hike as more likely
than not. On that point, the BoE’s McCafferty (admittedly a hawk)
commented this week that the Bank shouldn’t dally when it
comes to tightening policy modestly.
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US: Core CPI inflation reaches 2.1% in March

As noted in recent commentaries, we thought that inflation was
likely to shift upward in March as some weak readings in 2017
start to fall out of the annual comparisons, and this week brought
confirmation of this pattern. Annual headline and core CPI
inflation rose by 0.2% and 0.3% in March to reach 2.4% and
2.1%, respectively. Notably, both headline and core CPI are now
above 2% for the first time in over a year. Similar trends were
also evident in the latest producer price data for March, with
annual headline and core inflation both rising to multi-year highs
of 3% and 2.7%, respectively. Overall, we view this latest news
as further evidence of a gradual firming in US inflation pressures.
Meanwhile, this week’s minutes of the March policy meeting
signalled that the Fed is also more confident on the outlook for
inflation, so we maintain our core view that the Fed is likely to
continue tightening monetary policy settings in the period ahead,
with a further hawkish-tilt from the Fed likely to be justified over
the period ahead given incoming solid news on the economy and
inflation. We continue to expect 3 additional hikes from the Fed
this year (vs. the 2 hikes signalled by the median “dot” at the
March meeting). The labour market is expected to remain a
particular source of strength, with this week’s NFIB survey
showing Hiring Plans among small businesses higher in March
from already elevated levels, while finding qualified workers
remains by some distance their number one problem.
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Financial Markets: Sterling rises to 11-month high vs. the euro as Eur/GBP 
breaks out of its recent range 

Risk assets have generally had a reasonably positive week, with
the latest developments in the (geo)political arena consistent with
some easing of heightened concerns in a number of areas.
While risks continue to abound of course, the latest soundings
from Trump hint at a more measured response to the Syrian
crisis, while the US administration has also sounded a bit more
constructive on its ongoing trade dialogues with both China and
its NAFTA partners. Consideration is now apparently also being
given to re-joining the Trans-Pacific Partnership (TPP), from
which Trump withdrew early in his presidency. On the currency
markets, one noteworthy development from an Irish perspective
has been sterling’s latest push to the upside which has taken its
overall trade-weighted value to levels last seen at the time of the
Brexit referendum in mid-2016. Broadly speaking, the move is
consistent with relative expectations about UK monetary policy,
where further modest tightening is expected in the UK in the
context of a steady and resilient economy, and some easing of
investor concerns about Brexit. GBP/USD looks poised to reach
January’s high of ca. $1.4350, but Eur/GBP looks to have
already broken out of the 87-90p range which has prevailed
since last September. The pair currently trades at an 11-month
low of 86.4p, taking sterling’s cumulative rise since last
September’s low of 93p to over 7%. The move’s momentum
suggests that further sterling upside is possible in the short term,
though we remain sceptical about the pound’s ability to enjoy
sustained gains in the absence of greater clarity about Brexit.
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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 -0.329 0.0

2 Year Swaps -0.15 0

5 Year Swaps 0.37 1

10 Year Swaps 0.97 1

GBP 3 Month Libor 0.780 2.4

2 Year Swaps 1.16 1

5 Year Swaps 1.42 3

10 Year Swaps 1.58 3

USD 3 Month Libor 2.353 1.5

2 Year Swaps 2.68 7

5 Year Swaps 2.81 7

10 Year Swaps 2.87 5

Foreign Exchange Markets
Latest weekly ∆, %

EUR/GBP, £ 0.864 -0.8

GBP/EUR, € 1.157 0.8

EUR/USD, $ 1.233 0.4

GBP/USD, $ 1.426 1.2

EUR/JPY, JP¥ 132.7 1.0

GBP/JPY, JP¥ 153.5 1.9

USD/JPY, JP¥ 107.6 0.7

EUR/CHF, CHF 1.186 0.7

Stocks & Commodities
Latest weekly ∆, %

ISEQ 6,662          0.4

STOXX Europe 600 380              1.4

FTSE 100 7,263          1.1

S&P 500 2,677          2.8

Dow Jones 24,540        2.5

Nasdaq 7,147          3.3

NIKKEI 21,779        1.0

OIL (London Brent) 72.3             7.8

Gold 1,344          0.9



Highlights for the week ahead: Irish Construction PMI, UK labour market and 
inflation & EZ consumer confidence in focus 

An otherwise relatively quiet week on the Irish economic
calendar includes the Ulster Bank Construction PMI for March
and February goods trade figures (both out on Monday). We also
await with interest the upcoming Stability Programme Update for
2018 from the Department of Finance, which will provide an
update of the government’s official economic and fiscal outlook.

In the UK, the last batch of labour market (on Tuesday),
consumer price inflation (on Wednesday) and retail sales data
(on Thursday) ahead of the upcoming May BoE meeting is
expected to confirm that the economy is performing broadly as
expected, which in our view would increase further the likelihood
of a May Bank rate hike. In particular, further evidence of a
firming wage growth is expected to be contained in the labour
market figures, with growth in avg. weekly earnings (excl.
bonuses) seen accelerating to a 30-month high of 2.8% y/y in the
3-mths to Feb following 2.6% in the 3-mths to Jan. Meanwhile,
we will pay close attention to the initial surveys from the
Eurozone for April, including the EC Consumer Confidence (on
Friday) following recent evidence of some cooling in momentum.
Finally, in the US, retail sales and industrial production figures for
March are both expected to point to a healthy end to Q1, while
the US docket also includes a smattering of speeches from Fed
officials, including Quarles, Dudley and Williams – any views on
ongoing trade tensions are likely to receive market attention.
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Economic calendar for the week commencing April 16th

Ireland / Eurozone UK US
Monday

06.00 – Ulster Bank Construction PMI (Mar)

11.00 – Goods Exports / Imports (Feb)

13.30 – Empire Manuf. (Apr); Retail Sales (Mar)

15.00 – NAHB Housing Market Index (Apr); 
Business Inventories (Feb)

Tuesday

Department of Finance Ireland’s SPU 2018

10.00 – EZ / GE ZEW Survey (Apr)

09.30 – Employment Change / Unemployment 
Rate / Avg. Weekly Earnings (Feb)

13.30 – Housing Starts (Mar)

14.15 – Fed speech on economy  (Williams –
voter); Industrial Prod. / Cap. Utilisation (Mar)

15.00 – Fed testifies before House Financial 
Services panel (Quarles – voter)

18.15 – Fed speech (Bostic – voter)

Wednesday

07.00 – EZ New Car Registrations (Mar)

10.00 – EZ CPI – Final release (Mar); Construction 
Output (Feb)

09.30 – CPI (Mar) ; RPI (Mar); HPI (Mar); 19.00 – Fed Releases Beige Book

20.00 – Fed speech on Economic Outlook (Dudley 
– voter)

21.30 – Fed speech (Quarles – voter)

Thursday

10.00 – EZ Current Account (Feb) 09.30 – Retail Sales (Mar) 13.30 – Jobless Claims; Philly Fed Business 
Outlook (Mar)

Friday

11.00 – Wholesale Price Index (Mar) 

15.00 – EZ Consumer Confidence (Apr)

15.00 – Fed speech  (Evans – non-voter)
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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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