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Ireland: Improving retail sales trends benefiting from solid domestic demand 
and strong tourism growth 

Following a weaker than expected performance in Irish core retail
sales between December and March, the latest figures confirm
that underlying sales growth is regaining considerable
momentum in the second quarter. Building on a robust 1.7%
monthly gain in April, May saw a further 1.5% m/m advance in
sales volumes. This leaves sales growth on track to record its
strongest quarterly performance since Q1 ‘17, while y/y growth
has also reaccelerated smartly to stand at 4.7% in May, up from
an 11-month low of 2.5% in March. Monthly swings aside, it is
worth highlighting that current developments in a number of key
drivers of the Irish retail sector’s performance continue to paint a
positive picture of near-term prospects. In particular, consumer
spending by Irish residents continues to be underpinned by solid
increases in aggregate household spending power of over 5%
which in turn are stemming from the combination of robust jobs
growth and accelerating wages. It’s worth adding that while sales
growth is broadly based (13 of 14 subsectors recorded positive
y/y growth in the 3 months to May), particularly robust growth of
8% in household equipment spending (a category that combines
the electrical goods, furniture and hardware sub sectors)
indicates that the ongoing recovery in housing activity is a source
of particular buoyancy for elements of the Irish retail sector at
present. Furthermore, with other figures out this week showing
inbound visitor numbers up 8.7%y/y in May, it is clear that Irish
retail sales trends are benefiting from a favourable combination
of solid demand from residents and non-residents alike.
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Eurozone: ESI and Ifo follow PMIs in pointing to stabilisation of growth 
momentum

The latest high-frequency survey indicators on the Eurozone
economy continue to point to some stabilisation of growth
momentum following marked losses earlier in the year. This is
particularly the case for the Economic Sentiment Index (ESI),
which at 112.3 in June was little changed from 112.5 in May,
leaving it not far from the level recorded at the end of Q1. The
German Ifo, though it moderated slightly in June, has also been
broadly unchanged over the past two months following marked
losses earlier in the year. As we noted last week in relation to the
PMIs, this is welcome news as all of these prominent and
usually-reliable indicators of the business cycle remain well
above their respective long-run averages, hinting that
stabilisation around current levels would likely be consistent with
solid and above-trend GDP growth.
The latest monetary developments were also encouraging, with
both growth in broad money (M3) and in credit to the private
sector picking-up in May. One area where progress is still lagging
behind relates to inflation. Though this week’s figures for June
showed headline inflation at a 16-month high of 2%, core inflation
eased modestly to 1% following 1.1% in May, in the process
remaining well below the ECB’s target of below, but close to, 2%.
However, with some signs emerging that underlying price and
cost pressures are beginning to pick up, albeit from low levels,
the direction of travel for ECB policy, barring the crystallisation of
downside risks, continues to be one of gradual normalisation of
monetary policy (including interest rates) settings.
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UK: Data offer mild encouragement, but Brexit risks continue to loom large

This week’s news on the recent performance of the UK economy
was slightly better than expected. Q1 GDP growth was revised a
touch higher to stand at 0.2%q/q, up from the earlier estimate of
just 0.1%. While that’s still very much below both the economy’s
trend rate and the 0.3/0.4% which was generally expected earlier
in the year, it does indicate that the economy wasn’t quite as
weak in Q1 as first estimated by the statisticians. Furthermore,
the April reading of the Index of Services had a slightly more
positive tone to it, with a 0.3% monthly increase in April
translating into 1.6% y/y growth – the best performance in 5
months - suggesting that the most important sector of the UK
economy is experiencing a modest improvement in growth
momentum early in Q2. April weakness in the official data on
manufacturing and construction means realising the BoE’s GDP
forecast of 0.4% is still far from a done deal. But this indication
of improvement from the hard data in an important area may be
taken by the BoE as offering encouragement for its view that a
modest pick-up in growth is underway, potentially consistent with
a possible August rate hike. Brexit risks loom large, however,
with the past week notable for the stark expressions of concern
about a possible disorderly exit from both high-profile companies
within the UK business sector (including BMW, Airbus and John
Lewis) and the EU where member states are being encouraged
to step up preparations for a messy departure amid what Barnier
described as “huge and serious divergence” between the two
sides on the Irish border issue.
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US: Q1 GDP growth revised down but a meaningful pick-up in Q2 likely

The US economy slowed by slightly more than previously
estimated in Q1 ’18. However, this still left GDP growth at a
reasonable annualised pace of 2% q/q in Q1 (vs. 2.2% reported
last month) following 2.9% in Q4 ’17. And the latest survey and
activity data continue to suggest that economic growth is likely to
accelerate in Q2. The June (Markit) PMI surveys left the
Composite index for the quarter as a whole at a 3-year high,
signalling strong growth in activity. Further encouraging data
from the business sector came in the form of this week’s ‘core’
(i.e. non-defense excl. aircraft) capital goods orders. To be clear,
the May reading was a touch lower than Street’s forecasts, but a
strong upward revision to April left core capital goods over
April/May up 7.2% q/q (annualized) relative to the Q1 average
(vs. an annualised gain of just 1.5% q/q in Q1), providing a solid
underpinning to expectations for a further acceleration in
business equipment investment. Inventories and net exports also
look set to add to output in Q2, while today’s personal income
and spending figures for May are expected to reinforce the view
that a meaningful acceleration in consumer spending growth is
underway following sluggish growth in Q1. Meanwhile, consumer
confidence, though it moderated slightly in June, remains very
elevated and at levels consistent with further strength in
consumer spending trends over the period ahead. So overall, we
take this week’s data as encouraging and in line with
expectations for continued strength in US economic conditions
over the period ahead.
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Financial Markets: Sterling on the slide as investors re-focus on Brexit risk 

The increasingly vocal expressions of concern from prominent
elements of the UK business sector about the adverse
consequences of disorderly forms of Brexit have served to
refocus investor attention on market implications of such
scenarios. As has been the case since before the referendum,
sterling remains particularly vulnerable to bouts of Brexit-related
weakness and volatility, with this week’s price action a case in
point. The pound has lost 0.9% against both the euro and the
dollar since last Friday, to end the week trading at 88.7p vs. the
single currency – levels last seen over 3 months ago. GBP/USD
is trading at $1.3150 having fallen to as low as $1.3050 at one
point during the week – its weakest level since last November.
That the UK currency was on the back foot to such an extent in a
week in which the tone of the UK economic data was broadly
positive and in which we got a reminder of the hawkish intentions
of the BoE (from its Chief Economist who reiterated his
preference for a near-term rate hike) serves to highlight the
extent to which other regular, BAU currency drivers (like data
flow and central bank-speak) take a back seat when market
concerns about Brexit risk intensify. With the EU side explicitly
flagging its growing concern about the implications of the lack of
progress in the negotiations so far (particularly on the Irish
border issue), pressure is again building on the UK government.
Some meaningful clarity on the UK’s position is needed if sterling
is to avoid further downside and benefit in any sustained way
from news on the economy and the interest rate outlook.

Slide 6



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) = 0.46%
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 -0.324 -0.1

2 Year Swaps -0.17 0

5 Year Swaps 0.27 1

10 Year Swaps 0.89 -1

GBP 3 Month Libor 0.674 1.5

2 Year Swaps 1.02 -4

5 Year Swaps 1.30 -4

10 Year Swaps 1.52 -3

USD 3 Month Libor 2.336 -0.3

2 Year Swaps 2.79 -3

5 Year Swaps 2.88 -4

10 Year Swaps 2.92 -5

Foreign Exchange Markets
Latest weekly ∆, %

EUR/GBP, £ 0.886 0.8

GBP/EUR, € 1.129 -0.8

EUR/USD, $ 1.165 0.0

GBP/USD, $ 1.315 -0.8

EUR/JPY, JP¥ 129.0 0.6

GBP/JPY, JP¥ 145.6 -0.2

USD/JPY, JP¥ 110.7 0.6

EUR/CHF, CHF 1.157 0.4

Stocks & Commodities
Latest weekly ∆, %

ISEQ 7,004          -1.4

STOXX Europe 600 381              -1.1

FTSE 100 7,675          -0.1

S&P 500 2,716          -1.4

Dow Jones 24,216        -1.5

Nasdaq 7,504          -2.5

NIKKEI 22,305        -0.9

OIL (London Brent) 78.8             4.3

Gold 1,251          -1.4



Highlights for the week ahead: Jobs data and PMIs at home and abroad in 
focus

An interesting week ahead on the economic calendar sees the
release of jobs data as well as the latest PMI survey results on
both sides of the Atlantic. Markets are expecting another healthy
US jobs report, with the consensus anticipating a 198k gain in
non-farm payrolls in June - not far from the 202k average over
the past 6 months. The unemployment rate is expected to have
remained steady at an 18-year low of 3.8%, while growth in
average hourly earnings is seen picking-up to a 5-month high of
2.8%. The Eurozone jobless rate is also expected to have
remained unchanged at a cycle-low of 8.5% in May. At home,
with the unemployment rate quickly approaching pre-crisis levels,
we will be keeping a particularly close eye on labour market
indicators in the months ahead to assess how much spare
capacity still exists in the labour market. In terms of next week’s
release, we wouldn’t be surprised to see the (unofficial) monthly
unemployment rate tick lower from the 5.3% recorded in May.
Meanwhile, June results of the closely-followed PMI surveys will
also get attention. The consensus anticipates that the US (ISMs)
and the UK figures may reveal a slight moderation in the pace of
manufacturing and services expansion, but from healthy rates in
each case (particularly so in the case of the US), while we think
that the Irish PMIs are likely to point to very solid growth
dynamics being maintained at the end of Q2.
Finally, the minutes of the June policy meeting from the Fed are
expected to contain hawkish soundings, in line with the uniformly
upbeat update delivered by the Fed at the time.

Slide 9

Economic calendar for the week commencing July 2nd

Ireland / Eurozone UK US
Monday

06.00 – Manufacturing PMI (Jun)

10.00 – EZ Unemployment Rate (May)

00.00 – Deloitte CFO Survey

09.30 – Manufacturing PMI (Jun)

15.00 – ISM Manufacturing PMI (Jun)

Tuesday

10.00 – EZ Retail Sales (May)

11.00 – Monthly Unemployment (Jun)

16.30 – Exchequer Statement (Jun)

17.00 – ECB’s speech (Peter Praet)

09.30 – Construction PMI (Jun) 15.00 – Factory Orders (May)

Wednesday

06.00 – Services / Composite PMI (Jun)

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

00.01 – BRC Shop Price Index (Jun)

09.30 – Services / Composite PMI (Jun)

Thursday

11.00 – Monthly Services Index (May); Industrial 
Production (May); Live Register (Jun)

09.00 – New Car Registration (Jun)

11.00 – BoE’s Speech (Governor Carney)

13.30 – Initial Jobless Claims; ADP Employment 
Change (Jun)

15.00 – ISM Non-Manufacturing PMI (Jun)

19.00 – Fed minutes of the June meeting

Friday

01.01 – Markit Jobs Report (Jun)

08.30 – Halifax House Prices (Jun)

09.30 – Unit Labour Costs (Q1); Productivity (Q1)

13.30 – Change in non-farm payrolls (Jun); Av. 
Hourly Earnings (Jun); Unemployment Rate (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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