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Ireland: Employment reaches new record high; govt. sounding prudent on 
budgetary policy but still planning to borrow next year

This week’s Labour Force Survey results show that following a
stronger than expected performance in Q1 the level of Irish
employment has risen to a new record high of 2,237,900,
fractionally higher than the pre-crisis peak from Q4 2007, as the
economy passes another important milestone in its recovery
journey. Employment rose by 0.7% (15,700) q/q, leaving annual
growth at an extremely strong 2.9%, down just slightly from the
3.1% pace recorded in Q4 of last year. The details again offered
further encouragement, with the strength still being driven by
growth in full-time employment, while jobs growth remains
broadly-based both across sectors and regions, though there are
some signs of Dublin dominance as workers from the capital
accounted for 57% of the jobs growth seen over the past year.
Unemployment has also continued to decline, and by more-than-
expected, reaching a new cycle low of 5.8% in Q1. Furthermore,
the revised, albeit provisional, monthly estimate now puts the
jobless rate at 5.3% in May leaving it within 0.5% of the 4.8%
level seen on average prior to the crisis, highlighting the much-
reduced amount of spare capacity in the labour market as it
closes in on full employment. In this context, the Government’s
intention (per this week’s Summer Economic Statement) to
confine its 2019 budgetary package to €800m rather than a
potentially available €1.7bn is a welcome step in the direction of
an increasingly prudent fiscal policy, albeit that it falls short of the
IMF’s recent recommendation to run a small surplus next year
rather than the planned deficit of 0.1% of GDP.
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Eurozone: PMIs signal pick-up in growth, in line with ECB expectations

This week’s June PMI survey results were eagerly awaited by
analysts following recent heavy losses that took the composite
PMI to an 18-month low in May. Encouragingly, the June reading
showed a welcome pick-up to 54.8 following 54.1 in May, instead
of easing modestly to 53.9 as had been expected, hinting that
the Eurozone private sector economy gained some momentum
at the end of Q2. This acceleration in June also leaves the
composite PMI figures for Q2 as a whole at levels which
historically have been consistent with GDP growth around 0.5%
q/q – in line with ECB expected acceleration in Q2 following
growth of 0.4% in Q1. Furthermore, with the June reading slightly
higher than the overall Q2 average, this also helpfully provides
for an improved Q3 growth dynamics. Indeed, our analysis
suggests that steady readings over Q3 around the June level
would be consistent with q/q growth of ca. 0.6% in that quarter.
Other details of the report added to the positive soundings from
the headline indices, with new orders picking-up from the May
low, while June also saw the fastest growth in employment since
the start of the year. So overall, the June results are certainly
encouraging and provide an important indication that the recent
pattern of momentum loss may now be behind us. They also
tentatively validate recent confidence from the ECB on the
underlying strength of the Eurozone economy. But of course
further validation of this view will be required over the months
ahead, so we will continue to keep a particularly close eye on
these indicators.
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UK: Hawkish MPC minutes show August hike remains a live prospect

This week’s June meeting of the Bank of England’s MPC
resulted in the universally expected no-change to UK monetary
policy, with Bank rate left unchanged at 0.5%. However, the
minutes contained some hawkish surprises. The number of
dissenting votes in favour of a hike increased from 2 to 3, the
additional dissenter being the Bank’s Chief Economist Any
Haldane. The news that the extra dissent was Haldane’s (his
first since joining the committee) potentially adds to its
significance given his unique role as head of the Bank’s
economic analysis function. Furthermore, the messaging in
minutes struck a hawkish tone with the MPC taking reassurance
from the recent economic news as indicating that that the Q1 soft
patch “had been largely temporary”, citing in particular a strong
recovery in indicators of consumer spending. Incoming business
surveys were also seen as consistent with the May projections.
There was acknowledgment that the April ‘hard’ data on
manufacturing and exports had been weak, and it appears that
this played a role in encouraging the majority of members to stay
in ‘wait and see’ mode, for now at least. But, in line with the
message from last month’s Inflation Report, the implication of the
minutes is clear: if the incoming news continues to validate the
MPC’s expectations for the economy, the BoE will be hiking rates
again before long. An August hike thus remains a live prospect,
and if anything now looks a bit more likely, with market pricing
now assigning it a 68% probability, up from below 45% earlier in
the week.
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US: Claims continue to point to solid jobs market; concerns continue to build 
about trade tensions

Incoming labour market news have provided further positive
indications, with jobless claims easing slightly from already very
low levels, in the process reaching a six-week low. Being this the
final week for the June Jobs report, it is also interesting to note
that the 4-week moving average is broadly in line with the
equivalent weeks for the April and May Jobs report, underpinning
expectations for another robust gain in non-farm payrolls.
Meanwhile on the housing market, existing home sales data
surprised slightly to the downside. A second decline in a row in
May kept the year to date performance slightly below the
average recorded in 2017 as a whole, which is being linked to
low supply, elevated asking prices and higher mortgage rates.
Separately released figures on housing starts and permits
highlight that supply trends have been improving through 2018,
despite some recent softening in housing permits trends, while a
strong labour market and improving household finances are
expected to support demand. This leaves the outlook for the
market broadly positive, albeit that sentiment among
homebuilders has moderated somewhat since the start of the
year, though it remains well-above its long-run average.
One area that continues to cloud the US and global outlook
relates to trade policy, with recent news pointing to an increased
risk of further escalation in tensions. This is particularly the case
between the US and China, but with other countries/regions,
including the EU, also retaliating to recent US policies, a more
generalised escalation remains a prominent risk.
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Financial Markets: Eur/USD shows signs of steadying after falling to an 11-
month low of $1.15 

The period since mid-April has witnessed sharp declines for both
the euro and sterling against the dollar reflecting the relative
news on economic, monetary policy and political risk
developments. Relevant high-level points to note in this respect
include a generally solid US economy coupled with hawkish Fed
updates vs. news of a Q1 growth soft patch in both the Eurozone
and UK coupled with some dovish ECB/BoE policy updates,
while concerns about Brexit, Italian politics and EU migration
policy unity have also weighed on investor sentiment towards
Europe’s two most important currencies. This week saw further
downside for both Eur/USD and GBP/USD, taking them to new
lows for the sell-off, of $1.151 and $1.31 respectively. In the case
of Eur/USD this represented an 11-month low following a
cumulative 7.3% drop from levels above $1.24 seen in mid-April.
GBP’s drop from its lofty April high of $1.4375 was even larger at
8.9%. But both currencies showed signs of steadying late in the
week, partly reflecting dollar-negative concerns about US-China
trade tensions (which has also resulted in weaker stock markets
this week). But the euro was also supported by stronger PMI
data on Friday, while the hawkish tone to Thursday’s MPC
minutes provided an independent lift to sterling. Net net,
GBP/USD ends the week at $1.319, marginally up on last
Friday’s close, while Eur/USD is at $1.164 following a 0.3% net
gain on the week. Eur/GBP is also up 0.3% on the week, but at
87.6p it continues to trade very much within its relatively narrow
recent range.
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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 -0.323 -0.2

2 Year Swaps -0.17 0

5 Year Swaps 0.26 -4

10 Year Swaps 0.89 -3

GBP 3 Month Libor 0.659 2.9

2 Year Swaps 1.06 6

5 Year Swaps 1.34 3

10 Year Swaps 1.55 0

USD 3 Month Libor 2.339 1.3

2 Year Swaps 2.82 -1

5 Year Swaps 2.93 -1

10 Year Swaps 2.97 -1

Foreign Exchange Markets
Latest weekly ∆, %

EUR/GBP, £ 0.876 0.3

GBP/EUR, € 1.141 -0.3

EUR/USD, $ 1.164 0.3

GBP/USD, $ 1.329 0.1

EUR/JPY, JP¥ 128.3 -0.1

GBP/JPY, JP¥ 146.3 -0.4

USD/JPY, JP¥ 110.2 -0.5

EUR/CHF, CHF 1.153 -0.4

Stocks & Commodities
Latest weekly ∆, %

ISEQ 7,106          -0.3

STOXX Europe 600 384              -1.4

FTSE 100 7,633          0.0

S&P 500 2,750          -1.1

Dow Jones 24,462        -2.5

Nasdaq 7,713          -0.4

NIKKEI 22,517        -1.5

OIL (London Brent) 74.5             1.5

Gold 1,269          -0.6



Highlights for the week ahead: Irish Retail Sales, EZ & US inflation and Brexit 
in focus

May retail sales numbers (out on Wednesday) are the pick of an
interesting week on the Irish economic calendar, with core retail
sales volumes a particular point of interest for us following recent
evidence of some softening in growth trends. Also on
Wednesday, overseas travel figures for May are expected to
point to robust growth dynamics in inbound visitors being
maintained in May following growth of 7.3% in the year to April.
Finally, we also await with interest to the annual revision of the
EHECS data which is expected to confirm that growth in average
weekly earnings accelerated in 2017.
Away from home, inflation will be in focus on both sides of the
Atlantic. In the Eurozone, following a consensus-beating
acceleration in headline and core inflation in May to, the
consensus expects another slight increase in the headline
measure in June, but core inflation is seen easing to 1% (from
1.1% in May). However, we think that the risks around this
projection may be slightly tilted to the upside. Inflation will also be
in focus in the US as the May personal income and spending
report includes the Fed’s preferred measure of inflation. The core
PCE deflator is expected to have posted a solid gain of 0.2% in
May, enough to see the annual figure rise to the 2% target
following a 6-year undershoot. Consumer spending figures are
expected to reinforce the view that a pick-up in Q2 is underway.
Meanwhile, EU-27 leaders will discuss Brexit at next week’s
summit, with recent media reports suggesting that they may
express concern regarding the recent lack of progress.
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Economic calendar for the week commencing June 25th

Ireland / Eurozone UK US
Monday

09.00 – GE IFO Business Climate (Jun) 13.30 – Chicago Fed Nat Activity (May)

15.00 – New Home Sales (May)

15.30 – Dallas Fed Manf. Activity (Jun)

Tuesday

14.00 – ECB speech (Vice-President De Guindos) 09.30 – Finance Loans for House Purchase (May)

11.00 – CBI Retail Reported Sales (May)

15.00 – Conference Board Consumer Confidence 
(Jun); Richmond Fed Manf. Activity (Jun)

18.00 – Fed speech (Bostic – voter)

Wednesday

11.00 – Retail Sales (May); Overseas Travel (May)

15.00 – EZ M3 money Supply (May)

11.00 – BoE Speech on Financial Stability 
(Carney)

13.30 – Wholesale Inventories (May); 
Durable/Capital Goods Orders (May) 

15.00 – Pending Home Sales (May)

Thursday

09.00 – ECB Publishes Economic Bulletin

13.00 – GE CPI inflation (Jun)

15.00 – EZ Economic Sentiment Indicator (Jun)

09.30 – Nationwide House Price (Jun) 13.30 – Initial Jobless Claims; GDP growth incl. 
breakdown – 3rd reading (Q1) 

16.00 – Kansas City Fed Manf. Activity (Jun)

Friday

10.00 – EZ CPI inflation (Jun)

11.00 – EHECs – Annual Revision (2017)

Pm – End of 2-day European Council

00.01 – GfK Consumer Confidence (Jun)

09.30 – Index of Services (Apr); GDP Growth –
final (Q1); Mortgage Approvals (May); M4 Money 
Supply (May)

13.30 – Personal Income/Spending (May); PCE 
Deflator (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, 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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