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Ireland: National house price inflation eases again, led by marked slowdown in 
Dublin price growth 

This week’s Residential Property Price Index release for June
featured two notable themes. First, the rate of national house
price inflation eased for the second month in a row – consistent
with our view that we have passed the point of peak inflation for
the current cycle. National prices rose by a very solid 1.1% m/m
in June. But because this wasn’t as rapid as the 1.4% m/m
growth recorded in June 2017 there was a deceleration in the
annual rate of inflation, to 12% y/y in June following 12.4% in
May (and down from the recent high of 13.3% in April). Second,
the easing of overall national price inflation is being led by a
marked moderation in price growth in Dublin. Prices in the
capital rose by a modest 0.2% m/m in June - a far cry from the
rapid 1.9% recorded in the same month a year earlier, resulting
in a further marked easing in the annual rate of increase, which
now stands at a 13-month low of 9% (from 10.9% in May and the
recent high of 13% in April). In contrast, y/y growth in prices
outside Dublin accelerated to a 3-year high of 15.2% in June
following an impressive 1.8% monthly gain. Looking ahead, we
expect national annual price growth to continue to ease in the
coming months as the exceptionally rapid gains last summer
(prices rose on average by 1.8% m/m from July to September
2017) prove extremely difficult to repeat. We also expect Dublin
underperformance to continue, reflecting the combination of what
has been a stronger uplift in new housing supply in the capital
and the moderating effect of tighter affordability following a 93%
uplift in prices over the past 6 years.
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Eurozone: Q2 growth revised upwards to 0.4% q/q as growth in Germany 
picks-up

This week’s data revised Eurozone GDP growth marginally
upwards to leave q/q growth at 0.4% in Q2 (vs. 0.3% initially
reported), unchanged from Q1. As usual at this stage, the full
expenditure breakdown is not yet available. Within the additional
figures at the country-level, one that got our attention was
Germany, with robust growth of 0.5% q/q in Q2 topping
expectations (the Consensus expected 0.4%), while the Q1
reading was also revised upwards (from the 0.3% initially
reported to 0.4%). Encouragingly, the German Statistics Office
hinted that domestic demand was behind the pick-up in Q2. This
is important because, as we covered last week, the
manufacturing sector has recently experienced a notable loss of
momentum and is subject to downside risks, so for the economy
to validate current consensus expectations for a continuation of
very healthy (and slightly above potential) growth of around 2%
over 2018-19, it is important that domestic demand holds up.
One reason to remain optimistic is that the German ZEW survey
of financial analyst confidence signalled that near-term
expectations recovered in both Germany and the Eurozone more
generally in August, helped by the recent easing in EU-US trade
tensions. Meanwhile on inflation, final figures for July left both
headline and core inflation unrevised at 2.1% (vs. 2% in June)
and 1.1% (vs. 0.9% in June), respectively, while our preferred
gauge of “super-core” inflation (that excludes package holidays)
eased modestly in July but remains consistent with a gradual
trend pick-up in underlying inflation.
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UK: Unemployment falls to new 43-year low, but earnings growth eases 

The latest UK labour market report showed an unexpected drop
in the unemployment rate which fell by 0.2% to stand at just 4%
in the 3 months to June – the lowest level in over 43 years. This
takes the jobless rate further below the BoE’s current estimate of
its medium-term equilibrium level (4.25%), thus highlighting the
lack of spare capacity in the jobs market at present. In turn, the
tightness of the labour market underpins the BoE’s expectation
that underlying domestic cost and price pressures are likely to
build gradually over coming quarters and into the medium term.
Two associated points arise in the context of interpreting this
week’s figures. Firstly, while a clear downward trend has been in
place for over 6 years, this latest jobless rate drop paints an
overly flattering picture of the most recent developments. In
particular, the unemployment rate fell for ‘bad’ reasons (a drop in
the labour force, due to slower population growth and lower
workforce participation) rather than ‘good’ (employment growth
was weaker than expected in softening to its slowest pace since
Q3 of last year). Secondly, growth in regular pay (i.e. ex-bonus
earnings) actually eased for the 2nd month out of the past 3, to
stand at 2.7%y/y in Q2, down from 2.9% in Q1. More
encouragingly, retail sales volumes recorded a strong bounce in
July which points to a continuation of solid trends in Q3 following
a robust Q2. But with labour cost developments failing to show
clearer signs of the expected acceleration, coupled with the
mixed signals on growth we noted last week, we see little reason
to expect a follow-up hike from the BoE in the near term.

Slide 4



US: July retail sales and manufacturing output point to a healthy start to Q3

This week’s report on US retail sales for July showed a street-
beating monthly growth of 0.5-0.6% across all the main
indicators of sales growth. While part of the upside surprise was
offset by modest downward revisions to June and May, this early
indication of very robust growth in retail sales at the start of Q3
suggests that overall consumer spending is on track for another
quarter of strong growth in Q3 following exceptional growth of
4% in Q2. Encouragingly, discretionary spending categories were
also generally solid. In particular, the strength again observed in
the key discretionary category of spending in food services and
drinking places (e.g. restaurants) suggests that consumers
remain very comfortable with the near-term outlook for their
personal finances. Elsewhere, official estimates showed that the
manufacturing sector remained in very healthy shape at the start
of Q3, with the monthly increase in output of 0.3% in July leaving
the y/y rate at a six-year high of 2.8%. Looking ahead, the results
of the August NY Fed Empire and the Philly Fed surveys were
mixed, but overall suggest that positive trends in the factory
sector have been sustained into this month. Also very
encouraging was this week’s NFIB survey which showed small
business optimism near a 45-year high in July. Business owners
also reported near-record job creation plans, while ongoing tight
labour market conditions were very much evident in the new all-
time record of businesses with job openings that they are unable
to fill (37%), while 23% of owners cited the availability of qualified
workers as their #1 problem, matching an 18-year high.
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Financial Markets: Eur/USD off a 14-month low of $1.13 as the lira shows 
tentative signs of stabilising

While Ireland’s direct trade exposure to Turkey is extremely low
(at less than 0.6% of our goods trade), Turkish developments,
and their possible international spillover impacts, remain an
important focus for investors. The collapse in the lira we noted
last week extended into Monday, with the lira hitting a new all-
time low of 7.131mn to the dollar following a staggering 47%
plunge from a month earlier, in the process pulling Eur/USD
down to a 14-month low of $1.13. While there are important
reasons to think that a good deal of the recent turmoil reflects a
particular combination of local circumstances (high external
borrowing requirement, high levels of foreign currency debt, poor
fiscal & monetary policy management and a marked deterioration
in its relations with the US), the ongoing normalisation of US
interest rate policy and associated upward pressure on the US
dollar do represent important headwinds for emerging markets
more generally. Thus, while a semblance of stability has returned
to the lira’s price action in recent sessions (it’s up 4.5% on the
week at time of writing, at 6.141m), we regard such signs of
stabilisation as tentative. Turkey’s underlying macro/financial
weaknesses haven’t been meaningfully addressed (e.g. Erdogan
continues to argue for interest rates to be cut rather than raised,
as would be normally expected for an overheating economy) and
diplomatic tensions with the US show few signs of thawing. So
we wouldn’t be surprised to see further bouts of lira weakness
with associated upside for the dollar, though Eur/USD ends the
week off its lows at $1.14.
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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) = 0.43%
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 -0.319 0.0

2 Year Swaps -0.16 -1

5 Year Swaps 0.26 -1

10 Year Swaps 0.86 -1

GBP 3 Month Libor 0.804 -0.1

2 Year Swaps 1.07 1

5 Year Swaps 1.29 -1

10 Year Swaps 1.50 -2

USD 3 Month Libor 2.312 -0.7

2 Year Swaps 2.81 1

5 Year Swaps 2.88 0

10 Year Swaps 2.93 0

Foreign Exchange Markets
Latest weekly ∆, %

EUR/GBP, £ 0.897 0.4

GBP/EUR, € 1.115 -0.3

EUR/USD, $ 1.141 0.0

GBP/USD, $ 1.273 -0.2

EUR/JPY, JP¥ 126.1 -0.3

GBP/JPY, JP¥ 140.6 -0.5

USD/JPY, JP¥ 110.5 -0.3

EUR/CHF, CHF 1.136 0.0

Stocks & Commodities
Latest weekly ∆, %

ISEQ 6,673          -0.1

STOXX Europe 600 380              -1.6

FTSE 100 7,523          -1.9

S&P 500 2,840          0.2

Dow Jones 25,566        1.0

Nasdaq 7,783          -0.7

NIKKEI 22,270        -0.1

OIL (London Brent) 72.3             -0.6

Gold 1,179          -2.7



Highlights for the week ahead: Irish house completions, key international 
surveys for August and Fed / ECB minutes in focus

New dwelling completions figures for Q2 (out on Tuesday) are
the pick of an otherwise relatively quiet week on the Irish
calendar. The inaugural CSO figures showed housing
completions at over 3.5k in Q1, resulting in y/y growth of around
27%. For next week, we expect that rapid growth in housing
output has been sustained in Q2 (and perhaps at an accelerated
pace) – consistent with the recent signals from the more timely
Housing PMI.
Away from home, key business and consumer surveys for
August will be in focus. The closely-followed (Markit) PMI
surveys (on Thursday) are expected to point to healthy private
sector activity growth being maintained in both the Eurozone and
US (particularly so in the case of the US), with additional
encouraging data from the US business sector expected to come
in the form of July’s durables and capital goods orders (on
Friday). Meanwhile in the UK, we wouldn’t be surprised if the
latest CBI survey (on Tuesday) continues to show that, despite
Brexit risks and uncertainties, UK manufacturers order books
remain in healthy shape for the time being at least. In the
Eurozone, consumer confidence is expected to have remained
resilient in August. Finally, Fed Powell’s speech at Jackson Hole
(on Friday) and the minutes of the August policy meeting (on
Wednesday) may lean in a hawkish direction, in line with the
recently upgraded characterisation of the economy from the Fed.
Meanwhile, the ECB account of the July meeting (on Thursday)
is expected to reaffirm recent ECB messaging.
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Economic calendar for the week commencing August 20th

Ireland / Eurozone UK US
Monday

10.00 – EZ Construction Output (Jun) 00.01 – Rightmove House Prices (Aug) 16.00 – Fed Speech on the economy (Bostic –
voter)

Tuesday

11.00 – New Dwelling Completions (Q2) 09.30 – Public Sector Net Borrowing (Jul)

11.00 – CBI Industrial Trends Survey (Aug)

Wednesday

11.00 – Wholesale Price Index (Jul) 15.00 – Existing Home Sales (Jul)

19.00 – Fed minutes of the August meeting

Thursday

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

08.30 – Bundesbank speech (Weidmann)

12.30 – ECB Account of the July Monetary Policy 
Meeting

15.00 – EZ Consumer Confidence (Aug)

13.30 – Jobless Claims

14.00 – FHFA House Price Index (Jun)

14.45 – Markit PMIs (Aug)

15.00 – New Home Sales (Jul)

16.00 – Kansas Fed Manufacturing Activity (Aug)

Friday

07.00 – GE GDP growth incl. Expenditure 
breakdown (Q2 - Final)

09.30 – Loans Approved for House Purchase (Jul) 15.00 – Fed speech on the economy at Jackson 
Hole (Chair Powell); Durable/Capital Goods 
Orders (Jul)

Slide 10
The Calendar uses Irish local time



Slide 11

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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