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Ireland: PMI and unemployment figures indicate continued strength; central 
bank calls for more ambitious fiscal targets 

While next week’s Quarterly National Accounts will provide an
important update on how Ireland’s macro aggregates fared in
Q2, more timely figures out this week indicate that the Irish
economy continues to perform very well through Q3. The
composite PMI – a very useful summary indicator of services and
manufacturing activity – rose in August to its highest level since
January. Its reading of 58.4 is well above its long-run average
and is pointing to ongoing robust growth in the Irish private
sector. The latest monthly figures on unemployment point to
ongoing improvement in labour market conditions also, with the
jobless rate estimated to have fallen to 5.6% in August (from
5.8% in July and in Q2). This represents a new low for the
current cycle, albeit that unemployment remains about ¾ %
above pre-crisis levels. In turn, the public finances continue to
benefit from the buoyancy of business sector activity and labour
market developments. Tax receipts are up 5.1% ytd to August,
leaving them broadly in line with (if a fraction behind) target. Up
6.8% so far this year, income tax remains the strongest
contributor to growth in receipts, helped by robust job creation
and accelerating wage growth. The health of the economy and
public finances has prompted the Governor of the central bank to
reiterate his call for the Government to aim for more ambitious
fiscal targets (e.g. by aiming for a surplus rather than small deficit
next year). But with the Fiscal Advisory Council endorsing the
government’s current plan, it seems unlikely that the Governor’s
advice will be heeded, in this year’s budget round at least..
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Eurozone: Q2 GDP growth unrevised at 0.4% q/q as domestic demand 
remains solid

Final figures for Q2 kept Eurozone GDP growth unrevised at
0.4% q/q, with the detailed expenditure breakdown highlighting
that the Eurozone continues to benefit from solid domestic
demand. In Q2, this was particularly so in the case of investment,
which rose by 1.2% q/q. Household and government spending
also added to overall growth, leaving the contribution from
domestic demand to q/q growth unchanged at a robust 0.6%
points in Q2. This provides some reassurance on the underlying
trend in Eurozone growth, and the final PMIs for August were
also encouraging. The Composite PMI was marginally revised
upwards to 54.5 following 54.3 in July, leaving the Q3 average so
far at levels which historically have been consistent with q/q
growth of ca. 0.4-0.5%. Consensus and ECB expectations for Q3
are on the high-end of that range, as both expect growth of 0.5%.
But, initial ‘hard’ data for Q3 suggests that the balance of risks
around expectations for a modest pick-up in growth may be
slightly tilted to the downside. Indeed, Eurozone retail sales and
German industrial production both unexpectedly recorded
monthly declines in July. In any case, the broad story remains
one of healthy growth dynamics in the Eurozone at the moment,
which combined with recent evidence of building wage
pressures, means that, barring the crystallization of downside
risks, the ECB is likely to proceed with its gradual normalisation
of monetary policy settings, including at the next meeting where
the ECB is expected to confirm that will cease net purchases
under its quantitative easing programme (QE) at the end of 2018.
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UK: Service sector leaves economy on track for another positive quarter;  
sentiment about future prospects cools on Brexit uncertainty

The latest PMI survey results indicated that the key services
sector regained some momentum in August, with the Services
PMI picking up to its second-highest level since February ’18.
This positive news from the services sector more than offset
slowdowns in both manufacturing and construction activity
growth, leaving the all-sector PMI (weighted-average of the three
sectors PMIs) at 54.1 in August, up from 53.7 in July. This
means that a broadly unchanged reading in September would
leave the PMI for Q3 as a whole near the Q2 average, signalling
that the UK economy may be on track to record another healthy
increase of around 0.4% q/q in Q3 – in line with Consensus and
BoE expectations. New order flows also increased modestly,
which in turn underpinned faster rate of job creation. One note of
caution stems from evidence of some cooling in forward looking
elements of the survey. Indeed, manufacturing export orders
declined in August, ending 28 months of expansion, while
sentiment about future activity prospects dropped across the
three sectors to leave the all-sector index at its third lowest level
since the 2016 EU referendum as survey respondents’
mentioned increased anxiety over Brexit negotiations. Of course
Brexit remains an important source of news, with comments this
week again sounding slightly conciliatory. In particular, Barnier
told UK lawmakers that the EU is open to alternative backstop
proposals that would avoid a hard border in Ireland. However,
Barnier remains firm that the Withdrawal Agreement does need
to include an operational backstop or there will be no deal.
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US: Firming of wage growth leaves Fed on track for further tightening

Incoming survey and labour market news suggests that the US is
continuing to experience solid improvement in economic
conditions. Both the manufacturing and non-manufacturing ISM
surveys picked up from already-elevated levels in July, with the
strength of the manufacturing survey results particularly striking
as this closely-followed gauge of factory activity made a new
current-cycle (and 14-year) high. Impressions of a very strong
report were reinforced by a marked pickup across several of the
main sub-components, including production, new orders and
employment, albeit that the report’s anecdotes indicate that
respondents continued to express concern about tariffs. The
ever-important monthly jobs report confirmed that job creation
remains strong also, with 201k jobs added in August. While this
was stronger than the 190k expected by the consensus,
downward revisions to the two prior months of 50k injected a
mildly disappointing tone to the jobs element of the data. But
with the underlying trends in employment continuing to look
healthy (the 3, 6 and 12 month averages are all in a 185-195k
range), investor attention was more firmly focussed on a notable
upside surprise in hourly earnings. Earnings rose by 0.4% m/m -
double the expected 0.2% - to leave the annual rate of increase
at a new cycle high of 2.9%, up from 2.7% in July. While
monthly readings can be volatile, we regard this acceleration as
further evidence that wage and cost trends are now responding
more visibly to much-reduced levels of spare capacity – a pattern
that leaves the Fed very much on track to continue raising rates.
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Financial Markets: US yields and the dollar see late-week rise on signs of US 
wage pickup 

The strong wage element to Friday’s US jobs report was a
notable highlight of the week’s newsflow. With the market having
long been a reluctant believer in the need for the Fed to continue
on its tightening path (partly on the basis of a ‘we’ll-believe-it-
when-we-see-it’ view on inflation), the latest news of a notable
pick-up in wages marks another point of confirmation that a
gradual acceleration is indeed very much underway. It is fair to
point out that underlying cost pressures have generally been
more subdued than one might have thought likely given
estimates of spare capacity e.g. the jobless rate (unchanged at
3.9% in August) has been below the Fed’s current estimate of full
employment (which is 4.5%) for 17 months now – a set of
circumstances that would typically be associated with much
faster wage growth. But Friday’s news that the hourly earnings
measure has made a new cycle high highlights that the upward
trend has become both better-established and more discernible
of late, likely adding to confidence within the Fed that it is on the
appropriate path. In turn, the jobs report has triggered some
late-week upward pressure on both US bond yields and the
dollar. 2-year Treasury yields look set to make a new closing
high of around 2.7% - levels last seen over 10 years ago while
Eur/USD ends the week back below the $1.16 level. Elsewhere,
markets have sensed a slightly more constructive tone in recent
UK-EU Brexit interactions which has helped take some pressure
off the pound, for now at least, with Eur/GBP ending the week
back below 90p at 89.3p.
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Currency and interest rate market trends
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Market Monitor

Slide 8

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 0

5 Year Swaps 0.30 3

10 Year Swaps 0.91 4

GBP 3 Month Libor 0.802 0.2

2 Year Swaps 1.09 -2

5 Year Swaps 1.33 -1

10 Year Swaps 1.55 1

USD 3 Month Libor 2.331 1.1

2 Year Swaps 2.88 6

5 Year Swaps 2.94 7

10 Year Swaps 3.00 8

Foreign Exchange Markets
Latest weekly ∆, %

EUR/GBP, £ 0.894 -0.2

GBP/EUR, € 1.119 0.2

EUR/USD, $ 1.158 -0.2

GBP/USD, $ 1.295 -0.1

EUR/JPY, JP¥ 128.7 -0.1

GBP/JPY, JP¥ 144.0 0.1

USD/JPY, JP¥ 111.2 0.1

EUR/CHF, CHF 1.121 -0.3

Stocks & Commodities
Latest weekly ∆, %

ISEQ 6,647          -1.9

STOXX Europe 600 374              -2.3

FTSE 100 7,273          -2.2

S&P 500 2,881          -0.7

Dow Jones 25,964        0.0

Nasdaq 7,955          -1.9

NIKKEI 22,307        -2.4

OIL (London Brent) 76.2             -1.5

Gold 1,198          -0.2



Highlights for the week ahead: Hectic calendar includes Irish GDP and house 
price growth and ECB / BoE policy updates

In a key week on the Irish economic calendar, the Q2 National
Accounts (on Thursday) are expected to indicate that the Irish
economy continued to expand at robust pace following GDP
growth of 9.1% y/y in Q1. However, with GDP/GNP growth
exaggerating the strength of the economy’s underlying growth
rate, we will continue to pay particular attention to a range of
demand (e.g. consumer spending) and output indicators from the
QNA which are less subject to MNE-distortion. Meanwhile, a very
high base effect from July last year (when prices rose by
2.4%m/m) means that the annual rate of national house price
inflation is likely to ease for a third consecutive month in July.
Domestic construction will also be in focus, with the release of
the Ulster Bank Construction PMI on Monday.
Away from home, Thursday’s policy meetings from the ECB and
the BoE are expected to result in unchanged monetary policy
settings and guidance. Of course for the ECB that also means
confirming the pre-announced winding-down of QE in Q4, as we
think that Draghi will reiterate that June’s broad economic
assessment and guidance remains valid. The BoE is also likely
to judge that the economy is evolving largely in line with
expectations, with the minutes from the MPC meeting likely to
reiterate that further modest policy tightening may be required
(though we see little reason to expect any near term hike). In the
US, CPI inflation and JOLTS data are expected to keep the Fed
on track for another 25bps hike later in the month.
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Economic calendar for the week commencing September 10th

Ireland / Eurozone UK US
Monday

01.01 – Ulster Bank Construction PMI (Aug)

09.30 – EZ Sentix Investor Confidence (Sep)

11.00 – Vehicles licensed for 1st time (Aug)

09.30 – Monthly GDP, Index of Services, Industrial 
& Manufacturing Production, Construction 
Output, Trade Balance (Jul)

17.00 – Fed speech on the economy (Bostic –
FOMC Voter)

20.00 – Consumer Credit (Jul)

Tuesday

10.00 – GE ZEW Survey (Sep)

11.00 – Residential Property Prices (Jul)

09.30 – Employment Change, Unemployment 
Rate, Avg. Weekly Earnings (Jul)

11.00 – NFIB Small Business Optimism (Aug)

15.00 – JOLTS Job Openings / Quits (Jul)

Wednesday

10.00 – EZ Employment (Q2); Industrial 
Production (Jul)

11.00 – Trade Statistics (Jun)

17.45 – Fed speech on the economy (Gov. 
Brainard)

19.00 – Fed releases Beige Book

Thursday

11.00 – Quarterly National Accounts (Q2); HICP / 
CPI inflation (Aug)

12.45 – ECB Monetary Policy Meeting

00.01 – RICS House Price Balance (Jul)

12.00 – BoE Monetary Policy Meeting

13.30 – Initial Jobless Claims; CPI inflation (Aug)

17.45 – Fed Quarles testifies to Senate Banking 
Committee

19.00 – Monthly Budget Statement (Aug)

Friday

10.00 – EZ Labour Costs (Q2); Trade Balance (Jul)

11.00 – Goods Imports and Exports (Jul); 
Planning Permissions (Q2)

13.30 – Retail Sales (Aug)

14.15 – Industrial & Manuf. Production (Aug)

15.00 – U. of Michigan Sentiment (Sep); Business 
Inventories (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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