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Ireland: PMI, unemployment and tax data point to solid start to Q2 as jobless 
rate falls to 10-year low of 5.9% 

This week’s PMI, unemployment and tax data indicate that the
Irish economy is continuing to fare well early in Q2. The April
PMI surveys confirmed the expected rebound in the pace of
growth in both manufacturing and services activity following a
weather-impacted March. In each case the output indices remain
well above the 50 expansion threshold as well as comfortably
above their respective long-run averages, thus continuing to
point to very solid growth dynamics in two key parts of the private
sector economy. There is a hint of some moderation in the pace
of growth, however, with the 3-month averages at their lowest
level in over a year. Some pull-back is not overly surprising given
the extremely elevated levels reached at the end of last year and
the recent signs of moderation in UK and Eurozone growth
trends, with a cooling in external demand evident in a further
drop in the index of new export orders in manufacturing which fell
to its lowest level in a year and a half. We’ll be keeping a close
eye on those trends in the months ahead. For now, we note that
the very solid gains in activity continue to underpin strong
demand for workers, with the composite PMI employment index
registering a robust reading of 56.1 in April, up from 54.9 in
March. Ongoing improvement in labour market conditions was
also reflected in the latest unemployment and tax receipts
figures. The jobless rate is provisionally estimated to have fallen
to another cycle (and 10-year) low of 5.9% in April from 6% in
March while income tax receipts are up 5.8% in the year to April
(albeit a touch weaker than plan) having risen by 4.4% in 2017.
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Eurozone: Growth cooled in Q1 in line with expectations

Preliminary figures for Q1 showed Eurozone GDP growth at
0.4% q/q following three quarters in a row at 0.7%, leaving y/y
growth at 2.5%, down from 2.8% in Q4. This moderation in
growth had been well flagged by both high-frequency survey and
official activity data, so it is no surprise that this reading was
exactly in line with the consensus expectation. In addition, with
some of the slowdown in Q1 likely to be of temporary nature, and
initial high-frequency indicators for Q2 remaining above long-
term averages, we would not be surprised to see some
reacceleration in growth over the period ahead. The ECB and the
consensus also appear to be of that view, with growth expected
to be at or above 0.5% q/q over the remainder of the year.

Meanwhile, news out this week brought further evidence of
subdued underlying inflationary pressures, with core inflation
falling to 0.7% in April (vs. 0.9% expected) following 1% in
March. Headline inflation also surprised to the downside, easing
to 1.2% in April (vs. 1.3% expected) from 1.3% in March.
Importantly, part of this weakness is again likely to be transitory
(related to calendar effects from to the timing of Easter), so we
would caution against overplaying its significance for near-term
ECB policy. In any case, with the ECB approaching a key
announcement on QE (current guidance expires in September),
this week’s soft growth and inflation data, at the margin, may
support the view that the June meeting may be too soon to
expect any major update.
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UK: April PMIs fail to show signs of meaningful acceleration in Q2 growth

The latest UK PMI survey results indicate that growth in the key
services sector rebounded by less than expected at the start of
Q2 following weather-related weakness in March. Indeed, at
52.8 in April, the Services PMI index only signalled a moderate
increase in activity, with the rate of growth the second-weakest
since September 2016 (surpassed only by March). Furthermore,
anecdotes from survey respondents linked this slightly
disappointing reading to subdued consumer-willingness-to-
spend, with spending by corporates also said to have been held
back by concerns regarding the economic outlook. The
Manufacturing PMI also disappointed expectations, with the rate
of expansion in activity easing in April by more than expected to
a 17-month low. The construction sector recorded a welcome
return to expansion, but the recovery looks somewhat
underwhelming following a quarter in which construction output
declined by 3.3%. Collectively, this week’s PMIs are signalling
that the UK economy had a sluggish start to Q2, with the all-
sector PMI (weighted average of the three-sector PMIs)
consistent with q/q growth picking up only marginally to 0.2% in
Q2 (vs. 0.5% expected by the BoE) following 0.1% in Q1.
Meanwhile, Brexit risks appear to be rising, with the EU Brexit
negotiator Barnier saying this week that “no one should
underestimate the risk of disagreement”. The Irish border issue
remains unresolved at this stage, while at home, Theresa May
remains unable to unite her government behind a common vision
of the post-Brexit UK-EU relationship.
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US: Fed to stay on hiking path as inflation now close to target and 
unemployment at a 17-year low

This week’s May policy update from the Fed contained a positive
characterisation of the US economy. For example, there was no
expression of concern regarding a slowing in Q1 growth, with the
committee apparently (and justifiably) judging some of the recent
weakness as temporary. Moreover, with inflation now “close to”
target, policymakers are no longer “monitoring inflation
developments closely”. Indeed, this week’s data will have given
the Fed good reason to be satisfied with how the economy is
performing relative to both sides (labour market and inflation) of
its mandate. Core PCE inflation rose to 1.9% in March,
essentially taking it back to the 2% target. While April payrolls at
+164k were a little softer than the 193k expected, there were net
upward revisions to the prior two months of 30k to leave the
outcome net of revisions in line with the consensus. Moreover,
the trend pace of jobs growth continues to look very healthy
indeed, not least given the point in the cycle. Payrolls have
averaged 195k so far this year which is actually firmer than the
182k average registered in 2017. And such favourable trends in
employment continue to exert downward pressure on the
unemployment rate which fell to a new cycle low of 3.9% in April
- levels last seen at the end of 2000 and some way below the
Fed’s estimate of full employment which is 4.5%. While the
earnings element of this month’s jobs data was on the soft side
of expectations, our broader read is that underlying price and
cost pressures are continuing to build gradually, consistent with
the need for the Fed to continue raising rates at a steady pace.

Slide 5

Financial Markets: Eur/USD falls below $1.20 as USD rises to a 4-month high 
vs. the euro and sterling

This week has seen further upside for the dollar as the
greenback continues to benefit from various risks and headwinds
facing the euro and the pound as well as some favourable news
on the domestic US economy. Gains of 1.5-2% have taken
Eur/USD and GBP/USD to below $1.20 and to $1.35 respectively
– in each case levels last seen in January. With growth clearly
having lost momentum in recent months, this week’s weaker-
than-expected April Eurozone inflation readings give the market
little reason to rethink its view that the ECB is going to tread
softly and carefully in the months ahead. Meanwhile in the UK,
Brexit risks are again getting more market attention given the
visible, and rising, tensions both within the UK government and
between the UK and EU. Political and policy risks have far from
disappeared in the US of course, but, overall, market attention
has been more focussed on relatively solid incoming news on the
US economy than the narrative from the president’s Twitter
account of late. With surveys continuing to point to solid growth,
inflation effectively back at target and unemployment falling
below 4% for the first time in over 17 years, yields at the front
end of the US curve continue to push higher, with 2-year yields
this week hitting the 2.5% mark for the first time since the
summer of 2008. With incoming US news proving supportive of
further monetary tightening in the US at a time when the
newsflow has gone the other way in the Eurozone and UK (the
market probability of a hike at next week’s BoE meeting is now
as low as 10%), this dollar rally could well have further to run.
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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) = 0.48%
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 -1

5 Year Swaps 0.37 -3

10 Year Swaps 0.97 -3

GBP 3 Month Libor 0.673 -4.0

2 Year Swaps 1.03 -4

5 Year Swaps 1.33 -3

10 Year Swaps 1.54 -3

USD 3 Month Libor 2.369 1.1

2 Year Swaps 2.76 2

5 Year Swaps 2.90 -1

10 Year Swaps 2.97 -1

Foreign Exchange Markets
Latest weekly ∆, %

EUR/GBP, £ 0.884 0.4

GBP/EUR, € 1.132 -0.4

EUR/USD, $ 1.195 -1.5

GBP/USD, $ 1.352 -1.9

EUR/JPY, JP¥ 130.4 -1.4

GBP/JPY, JP¥ 147.6 -1.8

USD/JPY, JP¥ 109.1 0.1

EUR/CHF, CHF 1.195 -0.2

Stocks & Commodities
Latest weekly ∆, %

ISEQ 6,847          0.7

STOXX Europe 600 386              0.5

FTSE 100 7,557          0.7

S&P 500 2,635          -1.3

Dow Jones 24,092        -0.9

Nasdaq 7,145          0.4

NIKKEI -               -100.0

OIL (London Brent) 73.9             -1.0

Gold 1,313          -0.7



Highlights for the week ahead: BoE policy update and inflation data at home 
and abroad in focus

A relatively quiet week on the Irish economic calendar is
expected to show consumer price inflation (on Thursday)
remaining at very subdued levels in April following 0.2% in
March. Meanwhile, annual house price growth (on Wednesday)
is expected to have remained robust in March following a 33-
month high of 13% in February.

In the UK, following the combination of sizeable undershoots in
Q1 GDP and CPI inflation, Thursday’s BoE meeting is now
largely expected to result in unchanged policy settings. However,
with gauges of labour market slack and wage growth remaining
consistent with previous ‘hawkish’ guidance, we think that the
BoE (via the BoE’s updated growth, inflation and labour market
forecasts and associated policy guidance / rhetoric) may signal
that, barring the crystallisation of downside risks (including in
relation to Brexit), further policy tightening may still be required.

In the US, following generally stronger than expected readings
over Q1, both headline and core CPI inflation (on Thursday) are
expected to have ticked up by another tenth in April, leaving both
gauges at new recent highs of 2.5% and 2.2%, respectively.
Looking ahead, we think that core inflation is likely to continue to
move up over the coming months, providing an important
underpinning to our view that the Fed may continue to move in a
more hawkish direction over the near-term (by upgrading interest
rate guidance to three additional hikes in 2018).
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Economic calendar for the week commencing May 7th

Ireland / Eurozone UK US
Monday

09.10 – EZ Retail PMI (Apr)

09.30 – EZ Sentix Investor Confidence (May)

13.25 – Fed speech (Bostic – voter)

20.00 – Consumer Credit (Mar)

Tuesday

08.30 – Halifax House Prices (Apr) 08.15 – Fed speech (Chairman Powell)

11.00 – NFIB Small Business Optimism (Apr)

15.00 – JOLTS Job Openings (Mar)

Wednesday

11.00 – Residential Property Price Index (Mar); 
New Vehicles (Apr)

00.01 – BRC Retail Sales Like-for-Like (Apr) 13.30 – PPI inflation (Apr)

15.00 – Wholesale Sales (Mar)

18.15 – Fed speech on Economic Outlook (Bostic 
- voter)

Thursday

09.00 – ECB Economic Bulletin

11.00 – CPI inflation (Apr)

00.01 – RICS House Price Balance (Apr)

09.30 – Industrial Production (Mar); 
Manufacturing Production (Mar); Construction 
Output (Mar) 

12.00 – BOE - MPC Monetary Policy Meeting incl. 
Inflation Report ; NIESR GDP Estimate (Apr)

13.30 – Initial Jobless Claims; CPI Inflation (Apr)

19.00 – Monthly Budget Statement (Apr)

Friday

11.00 – Industrial Production (Mar) 15.00 – U. of Michigan Consumer Sentiment (May)
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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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