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Ireland: Very impressive Q2 national accounts show strong acceleration in 
domestic demand; house price inflation eases to a 15-month low  

This week’s Quarterly National Accounts for Q2 showed that the 

economy has chalked up a very impressive H1. MNE distortions 

mean that the headline GDP & GNP aggregates continue to 

paint an overly flattering picture of growth performance (both 

were up over 9% y/y in H1). However, a range of alternative 

indicators confirm that important parts of the underlying economy 

are experiencing rapid growth. One of our preferred QNA 

indicators is final Underlying Domestic Demand which is running 

at 6.7% y/y so far this year, up from 2.9% last year, reflecting a 

very encouraging marked acceleration in both consumer and 

business spending. Notably, consumer spending growth picked 

up from 2.9% in Q1 to a 2-year high of 4.4% in Q2 – an 

improvement consistent with continued robust growth in 

employment and now-accelerating wage growth. These same 

important consumer fundamentals also continue to provide 

support for house prices which continue to rise, albeit at a 

moderating pace. National prices rose by a healthy1% m/m in 

July, but because this wasn’t as strong a gain as the 2.4% 

increase recorded in July ’17, the y/y rate eased to 10.4% from 

11.9% in June. This marks the 3rd consecutive month of easing 

price inflation which now stands at a 15-month low, with similar 

(albeit less challenging) base effects likely to produce a further 

slowing in the next 2 months. The moderation is being led by the 

Dublin market where growth has eased to 7.2% from 13% as 

recently as April, though price growth ex-Dublin also moderated, 

to 13.7% from a 2-year high of 15.2% in June.  
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Eurozone: Downside risks getting a bit more ECB attention, but rising wages 
underpins Draghi confident tone 
 
 

This week’s post-meeting update from ECB President Draghi 

was light on major new policy insights, though a couple of 

aspects of his messaging were noteworthy.  Firstly, it is clear that 

the ECB is paying more attention to a number of downside risks.  

Protectionism and financial market volatility had been highlighted 

as risk factors in July, but emerging markets vulnerabilities has 

now been added to the list.  Furthermore, these risk factors are 

now seen as having become more prominent recently, with this 

point getting elevated status in the update by virtue of its 

inclusion in the overview paragraph at the beginning of the 

statement.  Indeed, the September staff forecast included a slight 

downward revision to the growth outlook for this year and next, 

mainly due to a somewhat weaker contribution from foreign 

demand.  But despite the extra emphasis on downside risks, 

Draghi’s overall tone at the press conference was relatively 

upbeat.  As we had suspected, the recent pick-up in wages has 

clearly gotten policy-maker attention, with references to rising 

wages now featuring in the statement for the first time in both the 

growth (as  a support for consumption) and inflation (as evidence 

of firming cost pressures) sections.  In fact Draghi went further in 

the Q&A segment by highlighting that improvement in the labour 

market and the rise in wages are going to play an important role 

in mitigating the downside risks. Risks will still need to be tracked 

of course, but it’s clear that for now the ECB remains on track to 

end its QE programme at year-end, with a start to interest rate 

policy normalisation likely to follow by the end of next year.  
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UK: BoE keeps policy settings and guidance unchanged in a balanced update 

This week’s September policy update from the Bank of England 

resulted in the universally expected no-change to UK monetary 

policy, with Bank rate left unchanged at 0.75%. Furthermore, the 

minutes reiterated the Bank’s main policy signalling that further 

modest policy tightening would be appropriate if the economy 

evolves in line with expectations. In this regard, the MPC judged 

that the latest projections set out in the August Inflation Report 

appeared to be broadly on track, and at the margin, this week’s 

monthly GDP growth figures were actually stronger than 

expected. Indeed, growth of 0.3% m/m and 0.6% 3m/3m in July 

prompted the BoE to revise up its forecast for Q3 growth to 0.5% 

q/q (from 0.4% in August). This week’s wage growth data was 

also deemed a little stronger than expected, with regular pay 

growth (excl. bonuses) matching a three-year high of 2.9% y/y in 

the 3-mth to July. Furthermore, with the labour market continuing 

to tighten, the BoE continues to expect some further rise in 

earnings growth over the period ahead. However, the minutes 

also acknowledged the recent modest undershoots in headline 

inflation, adding that developments in energy markets could 

potentially exert some downward pressure on inflation over 2019. 

The ongoing escalation of trade tensions and recent 

developments in emerging markets also increased downside 

risks, while the greater uncertainty around Brexit was also noted. 

So overall, we judge this policy update as balanced and broadly 

neutral to near term monetary policy: we continue to see little 

reason to expect any near term hike from the BoE. 
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US: Fresh record highs for confidence and labour market indicators highlight 
ongoing strength 

This week’s survey and labour market news was undoubtedly 

strong highlighting the ongoing strength of the US economy at 

the moment. The NFIB Small Business Optimism index rose to a 

new all-time record in the survey’s 45-year of history. And the 

details within the survey were also notable, with gains driven by 

real business activity metrics such as spending and hiring 

components (rather than by the ‘soft’ expectations components 

that dominated gains at the beginning of the current run back in 

end-2016). The July JOLTS survey also pointed to elevated 

confidence in US jobs prospects at the moment, with the latest 

increases in the number of voluntary quits and in the quits rate 

leaving both metrics at all-time records in the survey’s 18-year of 

history. The number of job openings also established a new all-

time high, with July showing nearly 0.7 million more job openings 

than unemployed workers (also a new record). News from 

jobless claims also remain impressive, with the latest decline 

leaving initial claims at a 49-year low. Anecdotes from the latest 

Beige Book from the Fed also highlighted that ‘labour markets 

continued to be characterized as tight’. So while the latest CPI 

inflation figures were softer than expected (headline and core 

inflation both dropped by 2-tenths in August to 2.7% and 2.2% 

respectively), this week’s data leaves the Fed on track to 

continue raising rates, including at the upcoming September 

meeting. Furthermore, we continue to think that, barring the 

crystallisation of downside risks, the Fed is likely to tighten policy 

settings by more than is currently priced in interest rate markets.  
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Financial Markets: Dollar weakens on downside surprise in US inflation   
 

With the September updates from the ECB and BoE largely 

following the expected holding pattern, the main market-moving 

newsflow this week came from the August US CPI report.  In 

contrast to the recent tendency for core CPI inflation to 

accelerate (which it had done in 4 of the previous 5 months), the 

August report brought news of a 0.2% deceleration to leave core 

inflation on this measure at 2.2% from 2.4% in July.   A large fall 

in clothing prices and a second straight decline in medical care 

costs held the core rate down in August, though it’s not clear that 

these trends will be sustained.  More generally, with short-term 

price gauges (e.g. the 3m/3m annualised rate) off their recent 

highs, it looks like core CPI inflation may now tread water at just 

over 2% for a few months following a marked acceleration which 

had taken it from 1.7% a year ago to what was a 10-year high in 

July.  This will likely give the Fed some comfort that the pace of 

policy normalisation (actual and signalled) doesn’t need to shift 

gears.  But as we note above, the US economic environment is 

continuing to improve amid greater signs of tightening capacity in 

the labour market.  So, short-term core CPI readings aside, we 

think that further policy tightening is going to be required to keep 

underlying inflation pressures in check over the medium term and 

to avoid overheating in the economy.  The market reaction to the 

CPI figures has seen the dollar weaken, with GBP and Eur over 

1% higher vs. the greenback on the week.  But with US interest 

rate market pricing continuing to look ‘light’ we think cyclical 

support for the dollar has not yet fully run its course. 
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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 Δ” 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 Δ, bps

EUR 3 Month Euribor -0.319 0.0

2 Year Swaps -0.15 0

5 Year Swaps 0.33 3

10 Year Swaps 0.94 4

GBP 3 Month Libor 0.798 -0.5

2 Year Swaps 1.14 4

5 Year Swaps 1.42 8

10 Year Swaps 1.62 8

USD 3 Month Libor 2.337 0.6

2 Year Swaps 2.95 6

5 Year Swaps 3.02 7

10 Year Swaps 3.06 6

Foreign Exchange Markets
Latest weekly Δ, %

EUR/GBP, £ 0.893 -0.1

GBP/EUR, € 1.120 0.1

EUR/USD, $ 1.169 1.2

GBP/USD, $ 1.309 1.3

EUR/JPY, JP¥ 130.8 2.0

GBP/JPY, JP¥ 146.5 2.1

USD/JPY, JP¥ 111.9 0.8

EUR/CHF, CHF 1.128 0.7

Stocks & Commodities
Latest weekly Δ, %

ISEQ 6,610          -0.5

STOXX Europe 600 377              0.9

FTSE 100 7,298          0.3

S&P 500 2,904          1.1

Dow Jones 26,146        0.9

Nasdaq 8,014          1.4

NIKKEI 23,095        3.5

OIL (London Brent) 78.3             1.8

Gold 1,205          0.7



Highlights for the week ahead: Key international surveys and inflation in focus 
 
 

With no top-tier Irish economic data next week, we will pay close 

attention to key Eurozone business and consumer surveys for 

September, including the flash PMIs and the European 

Commission’s measure of Consumer Confidence. Steady 

readings around August levels would provide further validation of 

the view that growth dynamics continue to show signs of 

stabilising at healthy levels. Next week’s docket also includes 

important US business surveys for September, including the 

Markit PMIs, the NY Fed Empire and the Philly Fed 

Manufacturing indices. While the August readings of these 

surveys were not as strong as other surveys, they pointed to 

healthy activity growth being maintained and such trends are 

expected to have continued in September. Housing market 

indicators may also receive attention given ongoing soft trends in 

both housing supply and transaction volumes, though the 

consensus expects that both housing starts and existing home 

sales rose slightly in August. Inflation is also expected to be in 

focus next week, with the final Eurozone HICP inflation figures 

for August expected to leave annual headline and core inflation 

unrevised at 2% and 1%, respectively. But the additional data 

provided in the final release will offer important insight on the 

slight drop in core inflation in August, down from 1.1% in July. In 

the UK, the consensus expects that both headline and core 

inflation eased by a tenth in August to 2.4% and 1.8%, 

respectively, while retail sales are expected to point to slightly 

weaker trends in August following a strong start to Q3. 
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Economic calendar for the week commencing September 17th 
 
 

Ireland / Eurozone UK US 
Monday 

10.00 – EZ HICP – Final (Aug); ECB speech 

(Coeure) 

11.15 – ECB speech on the economy (Chief 

Economist Praet) 

00.01 – Rightmove House Prices (Sep) 13.30 – NY Fed Empire State Manufacturing (Sep) 

Tuesday 

07.30 – EZ Bloomberg Survey (Sep) 

08.15 – ECB speech (Draghi) 

15.00 – NAHB Housing Market Index (Sep) 

Wednesday 

07.00 – EZ New Car Registrations (Aug) 

09.00 – EZ Current Account (Jul) 

10.00 – EZ Construction Output (Jul) 

09.00 – BoE speech (Chief Economist Haldane) 

09.30 – CPI (Aug); House Price Index (Jul) 

 

13.30 – Current Account Balance (Q2); Housing 

Starts (Aug); Building Permits (Aug) 

Thursday 

15.00 – EZ Consumer Confidence (Sep) 

11.15 – ECB speech on challenges to monetary 

policy normalisation (Chief Economist Praet) 

 

09.30 – Retail Sales (Aug) 

 

13.30 – Initial Jobless Claims; Philly Fed 

Manufacturing Business Outlook (Sep) 

15.00 – Existing Home Sales (Aug); Leading Index 

(Aug); Household Change in Net Worth (Q2) 

Friday 

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

11.00 – Wholesale Price Index (Aug) 

 

09.30 – Public Sector  Net Borrowing (Aug) 14.45 – Markit PMIs (Sep) 
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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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