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Ireland: New housing dwellings revised significantly lower

Following a year-long review of nationally published housing
data, the CSO released this week a very welcome report on New
Dwelling Completions, filling an important data gap in Irish
housing data. One notable feature of this week’s inaugural
results is that new dwelling completions have been revised
significantly lower, with the CSO figures showing that less than
53.6k units were built in Ireland between 2011 and 2017,
materially below the Department of Housing estimate of 85.2k –
meaning that the cumulative pickup over the period was
previously overestimated by 59%. The revisions were well-
distributed, with the new figures showing on average less 4.5k
new units per annum, with the minimum and maximum single-
year revisions at 3.5k and 5.5k, respectively. As a result, recent
trends remain consistent with ongoing marked improvement in
new building levels, but from an even more depressed starting
position, meaning that the housing shortage is even greater than
the old series had suggested. Indeed, less than 14.5k new
housing units were completed in 2017 (vs. 19.3k previously
reported), while a positive, but unspectacular, start to 2018
points to fewer than 20k new completions for the full year.
However, with total housing demand estimated at ca. 35,000 p.a.
over the medium-term, the supply-demand balance looks set to
remain price-supportive until new supply ramps-up to significantly
higher levels, which may take some time. It is not surprising then
that the latest house price inflation showed national prices up
13% y/y in April (a near 3-year high), following 12.6% in March.
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Eurozone: ECB QE tapering announcement balanced with dovish guidance on 
rates

In a notable policy update, the ECB announced yesterday a
gradual winding-down of its quantitative easing programme (QE),
taking another major step in the direction of policy normalisation.
The ECB early-taper decision ended up being broadly in line with
expectations, with the ECB planning to cease net purchases at
the end of 2018 following a Q4 QE-extension with monthly
purchases cut to €15bn (from €30bn until Sep.). At the root of
this decision was the assessment that progress towards a
sustained adjustment in inflation has been substantial so far, with
the ECB also showing confidence for the period ahead. In any
case, the €15 billion Q4 reduction in monthly purchases was
made conditional on incoming data confirming such view.
Importantly, the ECB also changed its forward guidance on
interest rates, with the ECB now committing to keep policy rates
unchanged at least through the summer of 2019 (vs. the
previous reference to rates remaining unchanged “for an
extended period of time” and “well past” the end of net
purchases). This unusual calendar-based guidance from the
ECB is important as it pushes back rate hike expectations to at
least Sep. 2019 (a July rate hike would be a very reasonable
expectation under previous guidance), and it also changes the
distribution of risks. The ECB can always extend current
guidance (a point emphasized by Draghi at the press
conference). But in the event of better-than-expected news, the
burden for the market to reprice a more hawkish path for rates is
now very high. So overall, we judge this update as dovish.
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UK: Very disappointing activity data point to downside risks to BoE’s projected 
pick-up in Q2 growth

A hectic week on the UK economic calendar highlighted that the
labour market continues to experience positive trends, with
stronger than expected employment growth of 146k in the 3-
months to April (vs. 120k expected) leaving the unemployment
rate unchanged at a multi-decade low of 4.2%. While the
earnings element of this month’s labour market data was slightly
on the soft side, with growth in average weekly earnings (excl.
bonuses) easing to 2.8% y/y in the 3-months to April from 2.9%
in the 3-months to March, the broad story remains one of a
recent upward trend in wage growth. Meanwhile, following recent
declines, inflation stabilised in May, with both headline and core
inflation steady at 2.4% and 2.1%, respectively. This leaves the
projection from the Bank of England for Q2 on-track, with the
latest labour market developments also likely to reassure policy-
makers. However, this week’s official activity data for April were
undoubtedly disappointing, with manufacturing output falling by
an over 5-year low of -1.4% m/m in April vs. healthy growth of
0.3% expected by the consensus. Overall industrial production
and construction output were also unexpectedly weak, with these
data collectively signalling that UK activity had a very poor start
to Q2. This casts doubts on the economy’s ability to record a
meaningful acceleration in Q2 growth. However, with the latest
PMI survey results and this week’s retail sales figures for May
signalling improving trends in May, we would not completely rule
this out. However, the balance of risks is certainly tilted to the
downside.
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US: Fed hikes rates and raises rate guidance for 2018 in a uniformly upbeat 
update

The Fed raised rates by 0.25% at this week’s meeting as widely
expected, in the process taking the target rate band to 1.75-2%.
The Fed also shifted its interest rate guidance for 2018, with the
median “dot” for end 2018 now, in line with our long held view,
pointing to 4 hikes (up from 3 in March). These changes were
rooted in a more upbeat assessment of current economic
conditions, with the statement upgrading the characterization of
economic activity (from “moderate” to “solid”), while also
acknowledging the recent declines in the unemployment rate and
the pickup in household spending. The economic projections also
showed another upward revision to the growth outlook, with the
median expectations for GDP growth rising to 2.8% in 2018 (vs.
2.7% in March), while the unemployment rate is now seen falling
to 3.6% in 2018 and 3.5% by end 2019 (from 3.8% and 3.6%,
respectively). There were also changes to the forward-guidance
language, which is now more direct (the statement now explicitly
mentions further gradual “increases” in the target range, rather
than “adjustments”) and shorter (the Fed dropped the reference
to interest rate remaining, for some time, below levels that are
expected to prevail in the longer run). Overall, we think that the
Fed delivered a uniformly upbeat update, with changes to the
statement, economic projections and guidance on policy rates all
hawkish. We also reiterate that current interest rate expectations
appear to be subject to upside risk, particularly as the economy
continues to perform very well, judging by the latest much better
than expected retail sales figures for May.
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Financial Markets: Euro declines as markets take ECB announcements and 
rhetoric somewhat dovishly

In a week packed with global risk events and key data,
yesterday’s June policy update from the ECB ended up being a
prominent theme in markets, with the reaction in interest rate and
bond markets consistent with a dovish interpretation of the
update. In this respect, despite that the QE tapering
announcement came earlier than some (including ourselves) had
expected, we think that it ended up being in line with
expectations. However, with the ECB committing to keep policy
rates unchanged at least through the summer of 2019 (and
retaining optionality in each and every part of the process), the
ECB has succeeded in maintaining (and at the margins, paring
back) expectations regarding its first interest rate hike. This
means that Draghi managed to take another key step in the
direction of policy normalisation and see financial conditions
ease in the process. This cautious approach also saw fx markets
in turn respond by sending the euro somewhat lower. Eur/GBP is
currently trading at around 87.4p, around 0.9% down in the
week, with the pair at one point today trading at a two-week low
of 87.2p. Euro weakness is even more noticeable against the
dollar, with the greenback finding support in the uniformly upbeat
update from the Fed earlier in the week. Eur/USD is currently
trading at around $1.16, 1.5% down in the week, with the pair at
one point today trading below $1.155 (a two-week low). The
greenback has also recorded gains against sterling, with the
current $1.328 GBP/USD corresponding to a 0.9% move to the
downside.
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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 -0.321 0.0

2 Year Swaps -0.17 -5

5 Year Swaps 0.30 -8

10 Year Swaps 0.92 -8

GBP 3 Month Libor 0.628 0.1

2 Year Swaps 1.01 0

5 Year Swaps 1.32 -2

10 Year Swaps 1.55 -5

USD 3 Month Libor 2.335 0.8

2 Year Swaps 2.82 5

5 Year Swaps 2.93 2

10 Year Swaps 2.98 -1

Foreign Exchange Markets
Latest weekly ∆, %

EUR/GBP, £ 0.872 -0.6

GBP/EUR, € 1.146 0.6

EUR/USD, $ 1.159 -1.5

GBP/USD, $ 1.328 -0.9

EUR/JPY, JP¥ 128.1 -0.6

GBP/JPY, JP¥ 146.8 0.0

USD/JPY, JP¥ 110.5 0.9

EUR/CHF, CHF 1.156 -0.2

Stocks & Commodities
Latest weekly ∆, %

ISEQ 7,165          0.5

STOXX Europe 600 392              1.8

FTSE 100 7,718          0.5

S&P 500 2,782          0.1

Dow Jones 25,175        -0.6

Nasdaq 7,761          1.5

NIKKEI 22,852        0.7

OIL (London Brent) 75.0             -1.9

Gold 1,299          0.1



Highlights for the week ahead: Irish Q1 Labour Force Survey, Central Banks 
and PMIs in focus

In a key week on the Irish economic calendar, the Q1 Labour
Force Survey (on Wednesday) will provide a delayed update on
the jobs market at the start of 2018. Following a record quarter
for jobs growth (up 29k q/q in Q4), the employment figures are
expected to signal that favourable trends continued in Q1, in line
with a variety of other data points of late, including the PMI
surveys, tax receipts and wage growth. The LFS may also show
that the economy has now managed to recover all the jobs lost
during the crisis, potentially adding to the interest in a closely
watched release. The official unemployment rate is also
expected to reach a new cycle low in Q1 following 6.4% in Q4.
Away from home, Thursday’s BoE meeting is expected to result
in unchanged policy settings, with the main interest for markets
likely to be on whether the BoE reads the latest survey and
activity data as tentatively validating the expected growth pick-up
in Q2, a condition to an August Bank rate hike. Markets are
currently pricing a 55% chance, which seems fair to us given the
mixed signals from Q2 data so far. Meanwhile, the ECB holds its
annual three-day forum on Central Banking, which includes
interventions from ECB Draghi, Fed Chairman Powell and BoJ
Kuroda, amongst others. The economic calendar also includes
the latest PMI results in both sides of the Atlantic, with the
Eurozone figures expected to remain closely scrutinized following
recent heavy losses. The consensus expects little changes from
May, hinting at a possible stabilisation in momentum at the end
of Q2. The US surveys are expected to remain elevated in June.
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Economic calendar for the week commencing June 18th

Ireland / Eurozone UK US
Monday

18.30 – ECB forum on Central Banking – Opening 
remarks from ECB’s Draghi

00.01 – Rightmove House Price (Jun) 15.00 – NAHB Housing Market Index (Jun)

13.30 – Fed’s speech on monetary and policy 
outlook (Bostic - voter)

Tuesday

Day 2  – ECB forum on Central Banking, incl. 
contributions from ECB’s Praet and Lane 

09.00 – EZ Current Account (Apr)

10.00 – EZ Construction Output (Apr)

13.30 – Housing Starts (May);  Building Permits 
(May)

Wednesday

Day 3  – ECB forum on Central Banking, incl. 
policy panel with ECB’s Draghi and Fed’s Powell

11.00 – Labour Force Survey (Q1); Population and 
Labour Force Projections (2017-2051)

11.00 – CBI Trends (Jun) 13.30 – Current Accounts (May)

19.00 – Existing Home Sales (May)

Thursday

15.00 – EZ Consumer Confidence (Jun) 09.30 – Public Sector Net Borrowing (May)

12.00 – BoE Monetary Policy Meeting

13.30 – Initial Jobless Claims; Philly Fed Business 
Outlook (Jun)

14.00 – FHFA House Price Index (Apr)

15.00 – Leading Index (May)

Friday

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

11.00 – Producer Price Index (May)

14.45 – Markit PMI surveys (Jun)
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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, Lombard and 
Ulster Bank Invoice Finance. 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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