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Ireland: Very favourable labour market trends continue to exert upward 
pressure on wage growth

This week’s labour market figures for Q2 showed yet another
robust quarter for the Irish jobs market. Employment rose by a
solid 0.8% (17,200) q/q, as annual growth picked up to an
extremely strong 3.4% (74,100) in Q2, up from 2.9% in Q1. This
left the level of employment at a new record high of 2,256,500 in
Q2, nearly 1% (or 19,200) higher than the pre-crisis peak from
Q4 ‘07. The details were again very encouraging, with the
strength still being driven by growth in full-time employment,
while jobs growth remains broadly-based both across sectors
and regions. The unemployment rate, though it declined by less
than it had been signalled by the provisional monthly estimate,
still reached a new cycle low of 5.8% in Q2, down from 5.9% in
Q1. And this smaller than expected decline was due to ‘good’
reasons (pick up in the labour force growth, due to faster
population growth and higher workforce participation). While
further validation of such improved labour force trends will be
required over the coming quarters (particularly as the
participation rate has recently showed some erratic moves), at
the margin, this week’s data point to a bit more slack in the
domestic economy than previously assumed. In any case, recent
labour market trends continue to exert upward pressure in wage
and aggregate household income growth. Indeed, separately-
released EHECS data showed weekly earnings growth at a
cycle-high of 3.3% y/y in Q2, up from 2.7% in Q1 and 1.9% in
2017 as a whole, thus acting as important support for other areas
of the economy, including consumer spending and house prices.
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Ireland, Average Weekly Earnings, y/y %
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Eurozone: Ifo follows PMIs and ZEW in pointing to stabilisation of growth 
dynamics; Jobless rate at a new near decade low

The latest high-frequency survey indicators on the Eurozone
economy were mixed. On the positive side, the Ifo Business
Climate Index unexpectedly rose in August, putting to a halt nine
declines in a row as German firms’ assessment of both current
conditions and future expectations improved. However, the
European Commission Economic Sentiment Indicator (ESI)
moderated again in August and by slightly more than analysts
had allowed for, leaving the ESI a year-low. In any case, we think
that policy makers will find comfort in the fact that three
prominent and usually-reliable indicators of the business cycle
(the Composite PMI and the German ZEW and Ifo) improved in
August, which is in contrast with the synchronized declines
recorded earlier in the year. We also continue to highlight that all
these indicators remain elevated and above respective long-run
averages, thus continuing to point to stabilisation of growth
dynamics at healthy levels. The latest news from the labour
market also highlight that positive trends remain in place judging
by the latest drop in the jobless rate to a near decade low of
8.2%, with the July reading unchanged following a downwardly
revised June (from 8.3% previously). Lending developments also
remained broadly encouraging, with annual growth in credit to
the private sector picking-up in July to near a cycle-high. One
area where progress is still lagging behind relates to inflation.
Indeed, headline and core inflation both unexpectedly eased by
a tenth in August to 2% and 1%, respectively, with the former
remaining well below the ECB’s target of below, but close to, 2%.

Slide 3

Euro Area Business Surveys: Economic Sentiment
Index and German Ifo
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UK: Borrowing from households at a four month low in July

In an otherwise quiet week on the UK economic calendar, the
July Money and Credit figures from the Bank of England pointed
to some moderation in lending to individuals at the start of Q3.
Indeed, households’ net borrowing declined to a four-month low
of £4 bn in July, down from £5.4 bn in June as both net mortgage
lending and consumer credit eased in July. However, in
interpreting this week’s figures, it is also fair to note that growth
in lending to individuals, though it eased to 3.9% y/y in July
following 4% in June, remains broadly in line with the trend pace
of increase seen over the past two years. This is important given
the key role played by household spending and in turn,
household credit, in trends in the wider UK economy. In any
case, the clear downward trend in consumer credit growth in
place since mid-2017, the recent weakness in measures of
mortgage lending and house price growth (including this week’s
Nationwide House Price for August) and Brexit risks and
uncertainties all point to downside risks to household credit, so
we will be keeping a close eye on those trends in the months
ahead.
Meanwhile, BRC shop price inflation rose further in August to
reach 0.1% y/y following over five years in negative territory, as
both food and non-food inflation picked-up in August. This
suggests some upside risks to the official CPI inflation gauge
(released in three weeks), though some caution is warranted as
the correlation between these two metrics appears to have
weakened somewhat in recent months.
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US: Q2 growth revised up with the economy remaining strong early in Q3

This week’s data revised US GDP growth marginally upwards to
an annualised rate of 4.2% q/q in Q2 (vs. 4.1% initially reported).
This revision primarily reflected stronger growth in non-residential
fixed investment, while imports were revised down. Real
consumer spending also advanced by slightly less than
previously reported but growth was left at a still impressive
annualised rate of 3.8% q/q. And this week’s Income and
Spending report confirmed that spending trends remained on
solid footing at the start of Q3, with nominal and real consumer
spending rising by 0.4% and 0.2% m/m in July, respectively –
maintaining such pace of growth over the rest of Q3 would leave
consumer spending on track to record another robust increase of
around 3% q/q (annualised) in Q3 as a whole. Personal income
rose by 0.3% m/m in July as growth in aggregate wages and
salaries remained at a solid 0.4% m/m. Such favourable trends
remain consistent with elevated consumer optimism, with the
Conference Board Consumer Confidence index surging in
August to its highest level since Oct. 2000, as both consumers’
appraisal of current and future conditions improved. This is
despite the ongoing gradual increase in inflation, with the latest
PCE deflator figures for July showing both headline and core
inflation at multi-year highs of 2.3% and 2%, respectively. So
with economic conditions remaining strong and core inflation
back at the Fed’s 2% objective, we think that nothing in this
week’s data should discourage the view that the Fed is likely to
continue to hike interest rates over the period ahead.
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Financial Markets: Conciliatory tone from Barnier lifts sterling 

Speaking this Wednesday, EU Chief Brexit negotiator, Michael
Barnier, indicated that he EU is ready to offer the UK an
unprecedented deal, paving the way to some late-week sterling
gains. To be fair, this was not the first time that Barnier alluded to
this idea, so in a way it was surprising that such remarks
produced noticeable market reaction. But perhaps the fact that
they were made at a press conference with the German Foreign
Minister gave them some additional weight. This also serves to
highlight the risk of further bouts of volatility for the pound as
Brexit negotiations approach key dates, particularly as this
week’s discussions failed again to deliver meaningful progress in
outstanding issues (including the Irish border). But for this week,
building on Barnier’s comments, sterling is 1% and 0.8% up in
the week against the dollar and the single currency respectively,
with GBP/USD trading at ca $1.297 after having traded at a
$1.283 low early in the week, while Eur/GBP is close to 89.7p,
down from ca. 91p pre-Barnier. Eur/USD is little moved over the
week, with the pair currently trading at $1.164. In any case, price
action was quite interesting. Building on a dovish interpretation of
Powell’s Jackson Hole speech late last-Friday, Eur/USD
continued to grind higher at the start of the week to reach a
month-high of $1.172 at one point (nearly 4% higher than the
mid-August low of $1.13). However, both legs of the pair
contributed to some dollar recovery, with the strength of the US
GDP and Personal Income and Spending data not finding a
match in the Eurozone soft inflation figures.
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Currency and interest rate market trends
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Swap Rates, 5 year, %
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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 -0.15 1

5 Year Swaps 0.28 0

10 Year Swaps 0.87 0

GBP 3 Month Libor 0.801 -0.5

2 Year Swaps 1.11 2

5 Year Swaps 1.35 3

10 Year Swaps 1.55 2

USD 3 Month Libor 2.321 0.3

2 Year Swaps 2.83 3

5 Year Swaps 2.88 2

10 Year Swaps 2.92 2

Foreign Exchange Markets
Latest weekly ∆, %

EUR/GBP, £ 0.897 -0.8

GBP/EUR, € 1.115 0.9

EUR/USD, $ 1.164 0.2

GBP/USD, $ 1.298 1.0

EUR/JPY, JP¥ 129.1 -0.2

GBP/JPY, JP¥ 143.9 0.7

USD/JPY, JP¥ 110.9 -0.3

EUR/CHF, CHF 1.128 -1.3

Stocks & Commodities
Latest weekly ∆, %

ISEQ 6,766          -0.4

STOXX Europe 600 383              -0.1

FTSE 100 7,476          -1.3

S&P 500 2,903          1.0

Dow Jones 26,015        0.9

Nasdaq 8,115          2.1

NIKKEI 22,865        1.2

OIL (London Brent) 77.4             2.1

Gold 1,204          -0.2



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

A busy week on the Irish economic calendar includes the latest
Manufacturing and Services PMI survey results (on Monday and
Wednesday, respectively), which are expected to point to very
solid growth dynamics being maintained in August. We will also
pay close attention to Tuesday’s Exchequer Returns figures for
August, with income tax receipts remaining a particular point of
interest for us following further evidence of accelerating wage
inflation. Also on Tuesday, we wouldn’t be surprised if the
preliminary monthly estimate of unemployment ticked lower to
5.8% in August following 5.9% in July (revised up from 5.1%).
In the US, as ever in the first week of the month, the jobs report
takes top billing for investors. Payrolls are expected to have
increased by a solid 191k in August, up from 157k in July, in the
process bringing the jobless rate back to a multi-decade low of
3.8%. Hourly earnings growth is seen remaining at a solid 0.3%
m/m, consistent with a slight uptick in the y/y rate to match a
cycle-high of 2.8% in August. The US docket also includes the
latest (ISM) PMI survey results, which are expected to highlight
that the US private sector has maintained very solid growth
dynamics in August. The PMI surveys will also be in focus in the
UK, with the consensus expecting a slight pick-up in activity
growth in August following a somewhat disappointing start to Q3.
In the Eurozone, the 3rd GDP release is expected to show GDP
growth unchanged at 0.4% q/q in Q2, but the detailed
expenditure breakdown will provide further information and thus,
may receive attention.
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Composite PMIs, 3-mth average
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Economic calendar for the week commencing September 3rd

Ireland / Eurozone UK US
Monday

06.00 – Manufacturing PMI (Aug) 09.30 – Manufacturing PMI (Aug)

Tuesday

11.00 – Industrial Production & Services Index 

(Jul); Monthly Unemployment Rate (Aug); 

Mortgage Approvals (Jul)

16.30 – Exchequer Statement (Aug)

00.01 – BRC Sales like-for-like (Aug)

09.30 – Construction PMI (Aug)

14.45 – Markit Manufacturing PMI -final (Aug)

15.00 – ISM Manufacturing PMI (Aug); 

Construction Spending (Jul)

Wednesday

06.00 – Services / Composite PMI (Aug)

09.00 – EZ Services / Composite PMI – final (Aug)

10.00 – EZ Retail Sales (Jul)

11.00 – Tourism and Travel (Q2)

00.01 – New car registrations (Aug)

09.30 – Services / Composite PMI (Aug)

13.30 – Trade balance (Jul)

Thursday

11.00 – Live Register (Aug) 13.30 – Unit Labour Costs / Productivity – final 

(Q2); initial jobless claims

15.00 – ISM Non-Manufacturing (Aug); Factory 

Orders (Jul)

Friday

10.00 – EZ GDP growth (3rd release) incl. 

expenditure breakdown (Q2)

11.00 – Production in Build. & Construction (Q2)

08.30 – Halifax House Prices (Aug)

09.30 – BoE inflation expectation survey (Aug)

13.30 – Non-farm Payrolls (Aug); Av. Hourly 

earnings (Aug); Unemployment Rate (Aug)
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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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