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Ireland: Retail sales seeing solid, broadly-based growth; FTB and switching 
activity drive 22% rise in new mortgage lending 

The latest Irish retail sales figures showed a small 0.1% monthly
rise in core (ex. motors) sales volumes in June. In truth, this is a
much more solid performance than it might appear at first glance
as it follows 2 exceptionally strong months of 1.5% growth in
each of April and May. So the June performance is best thought
of as a consolidation of the large increases of the prior months.
Indeed, the gain in sales volumes in Q2 as a whole amounted to
1.8% q/q which is the best quarterly performance since Q1 2017.
This left annual growth of core sales volumes at 4.5% in Q2,
unchanged from Q1 and a touch firmer than the 4.3% growth
registered in 2017 on average. Growth remains broadly-based,
with all 13 subsectors recording positive annual growth in Q2.
As we have noted previously, this ongoing solid growth in this
measure of underlying consumer spending is being underpinned
by a favourable jobs market backdrop. Robust employment
gains are combining with gradually accelerating wages to
produce solidly-healthy trends in aggregate spending power
across Irish households. Such labour market trends are playing
a similarly-supportive role in relation to the housing and
mortgage markets, with this week’s BPFI figures showing 22%
y/y growth in gross mortgage lending in Q2. Increased lending to
First-Time Buyers accounted for half of this growth, while there
was also a notable pickup in lending for re-mortgaging,
consistent with higher levels of switching activity among
borrowers. Summing the 4 quarters to Q2, total gross lending
amounted to almost €8bn – the highest since Q4 1999.
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Eurozone: As you were

Following last month’s major update, ECB President Draghi’s
post-meeting press conference this week revealed – as expected
- that there “has not been a change in the assessment of the
(medium-term) outlook for growth or inflation, nor in the monetary
policy message”. At the margin, we think that Draghi’s
messaging around growth and inflation actually revealed a bit
more confidence in the economic outlook. On growth, the ECB
has more clarity on the origins of the recent growth moderation
which is now predominantly seen as related to a cooling in export
performance following an unusually strong period in 2017. But
Draghi has clearly been encouraged by the fact that “almost all
indicators have now stabilised at levels that are above historical
averages” and “continue to point to ongoing solid and broad-
based growth” in line with the June staff forecast. On inflation, a
tweak in the characterisation of domestic cost pressures (now
seen as both strengthening and - for the first time - broadening)
caught our attention, with Draghi citing the recent pickup in wage
growth as support for the expected gradual rise of inflation to
target. With the economics thus largely on track, and with views
and pricing in financial markets in “tight alignment” with current
ECB expectations, the Council doesn’t “see the need to modify
or add…to our forward guidance on rates”. So while the outlook,
as ever, is subject to risks and uncertainty (including
protectionism), the ECB is clearly comfortable, for the time being
at least, with the prevailing market view that rates may begin to
nudge higher from the second half of next year.
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UK: Manufacturers order books remain healthy; Barnier rejects key part of 
Chequers plan

In an otherwise quiet week on the UK economic calendar, the
latest survey from the CBI showed that manufacturers order
books remained in healthy shape in the three-months to July,
with buoyancy particularly evident in export orders. Expectations
for new orders also continue to point to positive trends over the
coming three months. News from the mortgage market was also
mildly encouraging, signalling further momentum recovery
following a very disappointing performance between November
and March. Indeed, building on three months in a row of robust
monthly gains, annual growth in mortgage approvals for house
purchase reached -0.9% in June, a much improved picture from
sharp annual declines around the turn of the year. In any case,
we maintain a cautious outlook for the UK housing market
underpinned by stretched affordability, subdued annual real
income growth and Brexit uncertainties. Indeed on Brexit, despite
a generally constructive tone, the main take-away from this
week’s press conference that followed the latest round of
negotiations was Barnier’s rejection of a key part of May’s
Chequers plan on the grounds that “the EU cannot – and will not
– delegate the application of its customs policy and rules, VAT
and excise duty collections to a non-member”. This creates
further difficulties for PM May. Having invested so much political
capital in her new vision of the EU-UK post-Brexit relationship,
this rejection from the EU leaves her facing further (potentially
major) difficulties ahead, with the risk of a no-deal remaining very
much as a possibility.
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US: Bumper GDP growth of 4.2% in Q2 with positive trends continuing at the 
start of Q3

Preliminary figures for Q2 showed US GDP growth at a four-year
high of 4.1% q/q (annualised), confirming that the US economy
recorded a meaningful pick-up in Q2 following reasonable growth
of 2.2% in Q1. With a temporary surge in net exports (soybean
exports jumped in Q2 ahead of retaliatory tariffs) offset by
inventories, it was domestic spending that drove Q2 growth.
Indeed, final sales to domestic purchases (which excludes
inventories and net trade) rose at an impressive annualised rate
of 3.9% q/q, as consumer spending growth jumped to 4% q/q
(vs. 0.9% in Q1) and overall business spending rose by 7.3%.
Looking ahead, while Q2’s exceptional performance is not likely
to be sustained, the latest Markit PMI surveys signalled that
momentum remained strong at the start of Q3. Indeed, US
private sector firms reported strong rates of business activity in
July, with elevated readings in both the Manufacturing and
Services PMIs leaving the Composite index at a par with the 55.9
level recorded in Q2 as a whole. The forward-looking elements of
the survey were also very encouraging, with the New Orders
index and confidence about the year-ahead outlook both picking-
up in July. The news on prices also points to further upward
pressure on measures of inflation, with the latest rise in output
prices leaving the index at a near nine-year high. So overall, we
think that nothing in this week’s data should discourage the view
that the Fed is likely to continue to normalise interest rate
settings over the period ahead.
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Financial Markets: Euro gives back some recent gains

The euro gave back some of its recent gains against other
majors this week. The single currency dropped 0.5% and 0.7%
against the pound and dollar respectively to close out the week
at ca. 88.9p and $1.1650. These are far from dramatic moves
for sure but still represent a bit of a pull back from its highs at the
end of last week of around 89.6p and $1.1750. Some modest
weakness for the single currency in recent sessions is consistent
with our read of some current macro themes. In particular,
market expectations regarding the prospect of a rate hike from
the BoE next week have firmed up once again, partly reflecting
the improvement in recent UK growth data and partly reflecting
some easing in the flow of negative Brexit-related news from the
UK political system (though, as we note above, important areas
of disagreement with the EU suggest such relative calm may not
last long). And in the US, with the latest GDP and survey data
highlighting the strength of the economy through Q2 and into the
early part of Q3, it is widely expected that the Fed will use next
week’s August policy statement, to lay the groundwork for further
hikes in September and beyond. Meanwhile, Draghi’s update
this week highlighted that the ECB will continue to provide large
amounts of stimulus via continuing with its QE programme until
the end of the year, and leaving its key interest rates on hold
through the summer of next year. There will come a time when
expectations about (absolute and relative) policy tightening in the
euro area offer meaningful support for the euro, but as evident in
this week’s price action, we’re not quite there yet.
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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) = 0.44%
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 -0.320 0.1

2 Year Swaps -0.15 1

5 Year Swaps 0.31 2

10 Year Swaps 0.91 2

GBP 3 Month Libor 0.789 3.0

2 Year Swaps 1.10 5

5 Year Swaps 1.34 6

10 Year Swaps 1.54 4

USD 3 Month Libor 2.342 0.1

2 Year Swaps 2.88 5

5 Year Swaps 2.96 5

10 Year Swaps 3.01 5

Foreign Exchange Markets
Latest weekly ∆, %

EUR/GBP, £ 0.888 -0.5

GBP/EUR, € 1.126 0.5

EUR/USD, $ 1.165 -0.7

GBP/USD, $ 1.311 -0.2

EUR/JPY, JP¥ 129.3 -1.0

GBP/JPY, JP¥ 145.6 -0.6

USD/JPY, JP¥ 111.0 -0.4

EUR/CHF, CHF 1.160 -0.2

Stocks & Commodities
Latest weekly ∆, %

ISEQ 6,928          -0.1

STOXX Europe 600 392              1.7

FTSE 100 7,716          0.5

S&P 500 2,837          1.3

Dow Jones 25,527        1.9

Nasdaq 7,852          0.4

NIKKEI 22,713        0.1

OIL (London Brent) 74.6             2.1

Gold 1,224          -0.4



Highlights for the week ahead: Hectic calendar includes Fed / BoE policy 
updates, Jobs data and PMIs at home and abroad

A hectic week ahead on the economic calendar includes
monetary policy updates from the Fed (on Wednesday) and the
BoE (on Thursday). The BoE is widely expected to raise rates by
25bps to 0.75% - the 2nd such hike in less than a year.
Assuming a hike is delivered, the main focus is likely to be on
whether the BoE’s policy signalling (via the MPC’s updated
growth and inflation forecasts and associated messaging)
continues to point to further ca. 50bp of tightening over the
forecast horizon. Meanwhile, the Fed meeting is expected to
result in unchanged policy settings, but we think that Fed officials
may lay the groundwork for a further interest rate hike in
September – the 3rd such hike in 2018.
The economic calendar also includes the release of jobs data as
well as the latest PMI survey results at home and abroad.
Markets are expecting another healthy US jobs report, while
separately-released figures on employment costs are expected
to show growth at a fresh new cycle high of 3% y/y in Q2. In the
Eurozone, the jobless rate is expected to have eased to 8.3% in
June (down from 8.4%), while at home, we wouldn’t be surprised
if the remarkable pattern of 12-declines extended to July.
Meanwhile on the PMI surveys, the consensus is anticipating
that private sector activity growth remained at healthy rates in
both the US and the UK (particularly so in the case of the US),
while we think that the Irish PMIs are also likely to point to very
solid growth. Finally, Eurozone GDP growth is expected at 0.4%
q/q in Q2, unchanged from Q1.
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Economic calendar for the week commencing July 30th

Ireland / Eurozone UK US
Monday

10.00 – EZ Business Sentiment Indicator (Jul)

13.00 – GE CPI Inflation (Jul)

09.30 – Mortgage Approvals (Jun); Net Consumer 
Credit (Jun); M4 Money Supply (Jun)

15.00 – Pending Home Sales (Jun)

15.00 – Dallas Fed Manufacturing Activity (Jul)

Tuesday

10.00 – EZ GDP Growth (Q2) CPI Inflation (Jul); 
Unemployment Rate (Jun)

11.00 – Monthly Unemployment Rate (Jul)

00.01 – GfK Consumer Confidence (Jul) 13.30 – Employment Cost Index (Q2); Personal 
Income and Spending (Jun); PCE Deflator (Jun)

15.00 – Conf. Board Consumer Confidence (Jul)

Wednesday

06.00 – Manufacturing PMI (Jul)

09.00 – EZ MFI Interest Rate Statistics (Jul)

00.01 – BRC Shop Price Index (Jul)

09.30 – Manufacturing PMI (Jul)

13.15 – ADP Employment Change (Jul)

15.00 – ISM Manufacturing Index (Jul); 
Construction Spending (Jun)

19.00 – Fed Monetary Policy Meeting

Thursday

11.00 – Institutional Sector Accounts (Q1)

16.30 – Exchequer Statement (Jul)

09.30 – Construction PMI (Jul)

12.00 – BoE Monetary Policy Meeting

13.30 – Initial Jobless Claims

15.00 – Factory Orders (Jun)

Friday

06.00 – Services and Composite PMI (Jul)

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

10.00 – Retail Sales (Jun)

11.00 – Monthly Services Index (Jun)

09.30 – Services and Composite PMI (Jul) 13.30 – Non-farm Payrolls (Jul); Av. Hourly 
Earnings (Jul); Unemployment Rate (Jul)

15.00 – ISM Non-Manufacturing Index (Jul)
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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 Donegal 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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