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Ireland: Solid Q1 points to upside risk to consensus expectation for 2018 
house price inflation

Irish house price inflation ticked up slightly in March according to
the CSO’s Residential Property Price Index (RPPI), with national
prices up 12.7% y/y (a near 3-year high), from 12.5% in
February. Prices rose by 0.7% in March - in line with the average
monthly gain of 0.6% recorded over the past 6 months but much
less rapid than the red-hot period from May to September last
year when prices surged by an average of 1.7% per month.
Indeed, it looks like the consensus is assuming a continuation of
these recent, more moderate monthly trends over the rest of this
year, which would take price growth down to the expected pace
of ca. 8%y/y by year end. However, in our view the consensus
may be making insufficient allowance for seasonal patterns in the
RPPI. We note that there has been a clear tendency in each year
of the recovery for price growth to step up meaningfully in Q2/Q3
from Q1 which in each year has been the weakest quarter of the
year. Thus, it is more instructive to compare q/q growth in Q1,
not with the strong points from Q2/Q3 last year, but with previous
years’ Q1 readings. This reveals that the 1.8% q/q growth in Q1
this year was not only stronger than last year’s 1.2%, but it is the
strongest Q1 of the recovery – casting doubt over the extent of
underlying moderation signalled by recent monthly growth rates.
There are good reasons to expect (potentially much) slower
house price inflation in the coming years (incl. lower jobs growth
and affordability, and higher housing supply and interest rates),
but it looks as if there may be upside risk around consensus
price growth expectations in the short term.
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Eurozone: Investor confidence steadies in May

In an otherwise relatively quiet week on the Eurozone economic
calendar, the Sentix measure of investor confidence failed to
recover some of the ground lost over recent months as it was
expected by the consensus. In any case, we think that
highlighting that the index has essentially remained unchanged in
May following marked losses in previous months does a better
job of telling the underlying story. This tentative evidence of
stabilisation in investor confidence is a welcome development
particularly as the index remains well above its long-run average.
This is also broadly in line with recent news from April’s
Composite PMI and Economic Sentiment Indicator (ESI) which
showed both gauges steady at very healthy levels following large
declines in previous months. Therefore, the preliminary evidence
from high-frequency surveys is signalling stabilisation of growth
momentum at elevated levels, which is consistent with our view
that growth is likely to remain at healthy levels over the period
ahead. But of course further validation of this view is required, so
we will be keeping a particularly close eye on the upcoming
surveys, including the PMIs, IFO and ESI surveys for May and
beyond.

Meanwhile in Italy, the Eurosceptic Five-Star and Northern
League parties are said to be close to agreement on the
formation of a government coalition, which could potentially
become an obstacle to efforts to further strengthen the euro
area.
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UK: Further BoE tightening dependent on growth pick-up

This week’s May policy update from the Bank of England
resulted in the expected unchanged rates outcome. Carney’s
core message was the reiteration of the Bank’s hawkish bias: i.e.
that if the economy evolves in line with its expectations, the MPC
is likely to continue raising rates, albeit “at a gradual pace and to
a limited extent”. A key judgement in this respect is that the
underlying pace of growth is more resilient than the recent Q1
GDP figures (q/q growth was a paltry 0.1%) indicate, with Carney
citing a “reassuringly strong” labour market in support of this
view. The Bank expects a firming of quarterly growth to 0-4-0.5%
per quarter over the remainder of the year with the quarterly
growth profile of this week’s forecast unchanged from February.
Softer than expected CPI inflation also buys the BoE a bit more
time, with the new, downwardly-revised forecast now showing
inflation getting back to target in two years’ time and staying
there. This welcome return to target is, however, explicitly
conditional on 3 market-priced rate hikes being delivered (1 per
year) over the forecast horizon. Carney argued that with growth
having been surprisingly weak in Q1 it makes sense to sit back
and wait for validation from the incoming data of the expected
growth pick-up before proceeding with any further stimulus
withdrawal. The lack of urgency in the tightening bias messaging
combined with the lower CPI projection has been interpreted
dovishly by markets. An August hike is now seen as a 50-50 call
which seems about fair to us, especially with the jury still out on
the extent of the Q2 growth pick-up, not to mention Brexit risks.
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US: Inflation slightly softer than expected in April; labour market continues to 
tighten

This week’s US CPI inflation figures for April were slightly on the
soft side, with both headline and core inflation coming a tenth
below the consensus expectation on a m/m basis. In any case,
annual headline inflation still ticked up to a 14-month high of
2.5% in April following 2.4% in March, while core inflation
remained steady at an over one-year high of 2.1% in April,
highlighting that the underlying trend in US inflation continues to
be one of a gradual firming. Looking ahead, we continue to think
that further modest increases in core inflation are likely over the
coming months, which we expect will be accompanied by a
further hawkish tilt from the Fed. This view is also underpinned
by the ongoing strength in the labour market, with news out this
week showing job openings (i.e. number of positions waiting to
be filled) increasing by nearly 0.5 million in March. This has left
openings at a new all-time high of 6.6 million, with the ratio of
numbers unemployed per job opening reaching a fresh all-time
low of 1 – meaning that the number of unemployed workers was
roughly at a par with openings in March. Meanwhile, another very
strong reading in jobless claims took the 4-week average to a
new multi-decade low. And, the ongoing buoyancy among small
businesses suggests that very positive trends in the business
sector are continuing, providing a solid underpinning
expectations of further strength in the labour market over the
period ahead. Indeed, this week’s NFIB survey showed optimism
amongst small businesses steady at very elevated levels in April
driven by reports of an all-time record improvement in profits.
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Financial Markets: Supply concerns take oil prices to 3 ½ year high of €78, 
50% higher than year ago levels 

The euro was on the back foot for the first half of this week, at
one point touching a 5-month low below $1.1825 vs. the dollar,
while slipping to 87.3p vs. sterling from last week’s high of close
to 88.5p. There wasn’t much by way of market-driving data from
the Eurozone, but it looks as if political developments in Italy
(where the anti-establishment Five Star movement and the anti-
immigrant League look poised to form a government) may have
been weighing on the single currency, as Italian bond yields and
spreads have widened by about 10bps reflecting some increase
in investor caution. With Italian debt sustainability vulnerable to
growth and or funding cost shocks, this is a story worth keeping
an eye on. In the meantime, we note that the euro has managed
to lift itself off its intra-week lows, helped by developments in the
US and UK. In the US, the April reading of the core CPI was
weaker than expected. Core inflation was steady at 2.1% vs. the
2.2% anticipated, thus easing concerns, for now at least, of a
step-up in Fed hawkishness. In the UK, the interpretation of the
May policy update from the BoE was dovish-leaning. But despite
the associated mild late-week downward pressure on sterling
and the dollar, the euro is still about ¼ % lower against both
currencies over the week on net, trading just over 88p and
$1.1940. Elsewhere, concerns about the supply impact of
renewed US sanctions against Iran have seen oil prices push to
a 3 ½ year high of $78. This takes prices 50% higher than year-
ago levels – a development that will be exerting upward pressure
on headline inflation rates in the months ahead.
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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) = 0.49%
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 -0.326 0.2

2 Year Swaps -0.14 1

5 Year Swaps 0.39 2

10 Year Swaps 1.00 3

GBP 3 Month Libor 0.672 -0.1

2 Year Swaps 1.03 1

5 Year Swaps 1.36 2

10 Year Swaps 1.59 3

USD 3 Month Libor 2.355 -1.4

2 Year Swaps 2.78 1

5 Year Swaps 2.94 3

10 Year Swaps 3.01 3

Foreign Exchange Markets
Latest weekly ∆, %

EUR/GBP, £ 0.880 -0.4

GBP/EUR, € 1.136 0.4

EUR/USD, $ 1.195 -0.1

GBP/USD, $ 1.357 0.3

EUR/JPY, JP¥ 130.6 0.1

GBP/JPY, JP¥ 148.3 0.5

USD/JPY, JP¥ 109.3 0.2

EUR/CHF, CHF 1.194 -0.2

Stocks & Commodities
Latest weekly ∆, %

ISEQ 6,988          1.8

STOXX Europe 600 392              1.3

FTSE 100 7,704          1.8

S&P 500 2,723          2.2

Dow Jones 24,740        2.0

Nasdaq 7,405          2.7

NIKKEI 22,758        1.3

OIL (London Brent) 77.4             3.4

Gold 1,325          0.9



Highlights for the week ahead: Irish Construction PMI, UK labour market and 
US retail sales & industrial production in focus

In a light week on the Irish economic calendar, the Ulster Bank
Construction PMI (on Monday) will present the latest trends in
Irish construction activity early in Q2, while on Wednesday, we
will get March goods trade figures.
In the UK, labour market figures (on Tuesday) for March are
expected to contain further evidence of firming wage growth, with
avg. weekly earnings (excl. bonuses) seen accelerating to 2.9%
in the 3-mths to Mach following a near-three year high of 2.8% in
the 3-mths to February. The jobs figures are also expected to
show a robust increase of 145k in the 3-mths to March (vs. 55k
in the 3-mths to February), leaving the unemployment rate
steady at a 43-year low of 4.2%.
In the US, retail sales figures for April (on Tuesday) are expected
to provide further evidence of firming in US consumer trends as
we enter in Q2 following a disappointing turn of the year. The
consensus expects that core retail sales (excl. autos and gas)
rose by a healthy 0.4% m/m in April following 0.3% in March.
Meanwhile, growth in industrial production (on Wednesday) is
expected to have remained solid in April at 0.6% m/m, as
manufacturing production is seen accelerating to 0.8% in April
following a modest 0.1% increase in March.
Finally in the Eurozone, the second releases of both Q1 GDP
and April CPI inflation are expected to show growth and core
inflation unrevised at 0.4% q/q and 0.7% y/y, respectively, but
additional details will provide further information on these
relatively soft readings.
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Economic calendar for the week commencing May 14th

Ireland / Eurozone UK US
Monday

01.01 – Ulster Bank Construction PMI (Apr)

12.45 – ECB’s Speech (Peter Praet)

18.45 – ECB’s Speech (Coeure)

Tuesday

10.00 – EZ GDP incl. breakdown (Q1)

10.00 – GE ZEW Survey Expectations (May)

09.30 – Employment change (Mar); 
Unemployment Rate (Mar); Av. Weekly Earnings 
(Mar)

13.30 – Retail Sales (Apr); Empire State 
Manufacturing Survey (May)

15.00 – NAHB Housing Market Index (May); Fed 
nominees Clarida and Bowman testify in Senate

18.00 – Fed’s speech (Williams – voter)

Wednesday

10.00 – EZ CPI inflation – Final release (Apr)

11.00 – Goods Exports and Imports (Mar)

13.00 – Colloquium in honour of Vitor Constancio, 
incl. speeches from Draghi, Coeure and Praet

13.30 – Housing Starts (Apr); Building Permits 
(Apr); Fed’s speech on economy (Bostic – voter)

14.15 – Industrial / Manufacturing Production 
(Apr); Capacity Utilisation (Apr)

Thursday

10.00 – EZ Construction Output (Mar)

11.00 – Productivity in Ireland (2016)

13.00 – ECB’s Speech (Constancio)

13.30 – Initial Jobless Claims

15.00 – Conference Board Leading Index (May)

Friday

10.00 – EZ Current Account Balance (Mar) 00.01 – Rightmove House Prices (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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