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Ireland: Inbound visitor numbers confirm very strong summer for  tourism 
sector

Overseas travel statistics covering the period to August confirm
that the Irish tourism sector has enjoyed a very strong summer
season. Overall trips to Ireland were up 7.9% y/y in the key 3-
month summer period of June to August compared to the same
period in 2017 - a considerably faster pace of growth than the
1.7% recorded at the same point in 2017. Several factors are at
play, including a notable improvement in visitor trends from Great
Britain. GB visitor growth returned to modestly positive territory
of 2.5% y/y this summer following on from a significant 7.5%
drop recorded in the same period in 2017. This improvement
partly reflects the relative stability in the Eur/GBP exchange rate
over the past year in which it has been mostly in a 87-90p range.
In contrast, 2017 was clearly significantly impacted by the
response of UK travellers to the large decline in sterling after the
Brexit referendum. Beyond the welcome signs of stabilisation in
the British market, the Irish hospitality sector continues to benefit
from particular buoyancy in North American visitor numbers
where growth of 13.9% this summer managed to surpass last
year’s extremely strong 13.3%, as it remains the fastest-growing
geographic segment. Visitor numbers from Europe (i.e. excl.
GB) are also growing very strongly at 8.4%, up considerably from
the 2.4% pace of increase in 2017. The ability of the tourism
sector to continue to grow healthily despite weakness in the GB
market highlights a broader point: in thinking about Brexit
impacts on Ireland, there is important scope for developments in
other economies to help cushion the blow.

Slide 2



Eurozone: Ifo holds to August gains while ESI moderates further in September; 
Draghi slightly hawkish on inflation

The latest high-frequency survey indicators on the Eurozone
economy were mixed. The Ifo Business Climate Index came on
the positive side of expectations, broadly sustaining the robust
gains recorded in August as German firms’ assessment of
current conditions and future expectations were both broadly
unchanged in September. Meanwhile, the German consumer
climate indicator from GfK also pointed to an encouraging
marginal improvement in October. However, the European
Commission’s Economic Sentiment Indicator (ESI) moderated
again in September, and by slightly more than analysts had
allowed for, reaching a 14-month low. In any case, it remains fair
to note that the ESI is still at very elevated levels, and very much
above its long-run average. Furthermore, with the German ZEW
and Ifo and the Eurozone PMIs all showing healthy readings in
September, we think that the combined results from the
September high-frequency survey indicators on the Eurozone are
likely to provide policy makers with additional comfort regarding
Eurozone growth dynamics at present. With such trends
consistent with further labour market tightening, Draghi expects
that the pick-up in wage growth will continue, underpinning the
ECB’s expectation for a “relatively vigorous pick-up in underlying
inflation”. While we think that this is better seen as Draghi
elaborating in the latest ECB Staff forecast (rather than sending
a new message), his choice of words has been seen as slightly
hawkish. In this context, today’s upside surprise in German
inflation is likely to attract policy-maker’s attention.
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UK: CBI survey follows PMIs in pointing to softening in manufacturing trends

The latest survey from the CBI revealed a further moderation in
both manufacturers overall output and in order books. In
fairness, at 11 and -1 respectively in the three-months to
September, both measures remain comfortably above respective
long-run averages. However, the pattern of recent declines has
certainly gotten our attention, reinforcing the signal from recent
PMI surveys. One particular area of weakness in the August
PMIs was manufacturing export orders, which declined for the 1st

time in nearly three years. In this regard, the CBI survey also
showed that export orders growth eased to a 12-month low in the
three-months to September, though in this case, remained in
positive territory. More encouragingly, another CBI survey
suggested that the retail sector has maintained solid momentum
through September following very healthy growth in retail sales
volumes in July and August. Meanwhile, weakness in measures
of mortgage lending has continued through August. A second
monthly decline in a row in mortgage approvals left y/y growth at
a broadly unchanged pace of -4.2% in August, leaving it in
negative territory for the 11th month in a row.
Brexit related newsflow also remains very fluid, with Theresa
May’s saying last Friday that negotiations were at an impasse
highlighting the risks of a no-deal outcome, particularly as time
continues to run against the process. And the UK Labour Party
conference highlighted that even if the UK and the EU eventually
reach an agreement, it cannot be taken for granted that such
deal will get the necessary approvals in the UK Parliament.
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US: Fed raises rates again and reiterates its intention to hike further amid 
stronger growth outlook

The Fed’s September policy meeting resulted in the widely
expected 0.25% rate hike. This is the Fed’s 8th hike of the cycle
and takes the fed funds target range to 2-2 ¼%. The updated
forecasts which accompanied yesterday’s decision again
featured an upgraded growth projection, with GDP growth
expected to be stronger in both 2018 and 2019 relative to the
June projections. Chairman Powell was correspondingly upbeat
in the post-meeting press conference, explaining that “as the
year has gone on, the economy has come in stronger than we
expected, and that's a really good thing”. The Chairman went on
to say that there’s good reason to expect the economy to
continue to do well, citing a number of supports including fiscal
stimulus and high levels of consumer and business confidence.
The Fed is keeping a close eye on trade policy developments as
a potential source of risk, but Powell said they don’t yet see
much evidence of material adverse impact across the direct (i.e.
trade flows) and indirect (confidence and financial market
conditions) transmission channels it is monitoring. The removal
of the reference to policy being “accommodative” is a nod to the
progress the Fed has made in getting rates closer to normal.
However, with the economy continuing to do well (the forecast
also has unemployment rate staying below full employment and
inflation at or slightly above target), the Fed has again reiterated
its expectation that further gradual increases in rates are on the
cards, with the median forecast still projecting one further 0.25%
hike this year and three in 2019.

Slide 5

Financial Markets: Fed guidance points to further upside for the dollar 

This week’s Fed rate hike caused little stir in markets, helped by
the effectiveness of the Fed’s forward guidance which has been
clearly laying out the intended path to higher rates for some time.
Indeed, the fact that the Fed is no longer characterising its policy
stance as accommodative has been interpreted in some quarters
as a dovish signal on the basis that if policy is no longer seen as
accommodative, we must be closing in on the end of the cycle.
We agree that, having raised rates by a cumulative 2% points
over the past 3 years, the Fed has made important progress in
getting rates back towards normal. However, with above-
potential growth expected to continue in the next couple of years,
the unemployment rate below equilibrium and inflation now back
at target, it seems likely that this Fed cycle has further to run.
Indeed, that’s what the Fed itself is again signalling via its
projections which envisage a further four hikes in the next two
years (three next year and one in 2020). Of course, such
guidance is always best thought of as a conditional expectation
(conditional on the Fed’s view of the economy’s performance and
prospects) rather than any hard-wired promise. And Fed thinking
will, as ever, continue to evolve in line with developments. In
particular there are downside risks such as trade policy which will
require monitoring. But with the economy continuing to look
healthy, there is also the risk that the market is under-pricing Fed
policy intentions. With only 47bps of tightening priced in next
year, we think there is upside risk for US interest rate
expectations and the dollar in the months ahead.
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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

Foreign Exchange Markets
Latest weekly ∆, %

EUR/GBP, £ 0.890 -0.9

GBP/EUR, € 1.123 0.9

EUR/USD, $ 1.169 -0.5

GBP/USD, $ 1.313 0.5

EUR/JPY, JP¥ 132.2 0.0

GBP/JPY, JP¥ 148.5 0.9

USD/JPY, JP¥ 113.1 0.4

EUR/CHF, CHF 1.139 1.2

Stocks & Commodities
Latest weekly ∆, %

ISEQ 6,575          -1.5

STOXX Europe 600 385              0.3

FTSE 100 7,529          0.5

S&P 500 2,913          -0.6

Dow Jones 26,447        -1.1

Nasdaq 8,053          0.8

NIKKEI 23,797        -0.3

OIL (London Brent) 81.5             3.5

Gold 1,186          -1.0

Interest Rate Markets
Latest (%) weekly ∆, bps

EUR 3 Month Euribor -0.319 0.0

2 Year Swaps -0.10 3

5 Year Swaps 0.42 7

10 Year Swaps 1.00 4

GBP 3 Month Libor 0.798 -0.6

2 Year Swaps 1.16 2

5 Year Swaps 1.44 3

10 Year Swaps 1.66 3

USD 3 Month Libor 2.396 2.3

2 Year Swaps 3.00 1

5 Year Swaps 3.08 0

10 Year Swaps 3.12 -1



Highlights for the week ahead: Jobs data and PMIs at home and abroad and 
UK Conservative Party Conference in focus

An interesting week ahead on the economic calendar sees the
release of jobs data as well as the latest PMI survey results on
both sides of the Atlantic. The ever-important US monthly jobs
report is expected to highlight that September was another
strong month for job creation. Indeed, the consensus is
anticipating a 188k gain in non-farm payrolls, though we wouldn’t
be surprised if the September reading was adversely impacted
by Hurricane Florence. The jobless rate is expected to have
eased to an 18-year low of 3.8%, while hourly earnings growth is
expected to have remained solid at 0.3% m/m in September,
though this would be consistent with a modest easing in the y/y
rate to 2.8% following a cycle high of 2.9% in August. The
Eurozone unemployment rate is expected to have remained
unchanged for a 4th month in a row at a cycle-low of 8.2% in
August, while at home, we wouldn’t be surprised to see the
provisional monthly unemployment rate tick lower from the 5.6%
recorded in August. Meanwhile, September results of the closely-
followed PMI surveys will also get attention. The US (ISMs) and
Irish results are expected to highlight that the private sector
continued to experience very strong growth in September, while
the UK figures are expected to point to healthy growth being
maintained at the end of Q3. On Brexit, the Conservative Party
Conference will attract plenty of attention, with the main points of
interest for markets likely to be whether PM May presents new
solutions that could progress negotiations and whether such
proposals receive wide party support.
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Economic calendar for the week commencing October 1st

Ireland / Eurozone UK US
Monday

06.00 – Manufacturing PMI (Sep)

09.00 – EZ Manufacturing PMI - Final (Sep)

10.00 – EZ Unemployment Rate (Aug)

09.30 – Manufacturing PMI (Sep); BoE Mortgage 

Approvals (Aug); Consumer Credit (Aug)

15.50 – BoE speech (Tenreyro – no text)

13.30 – ISM Manufacturing (Sep); Construction 

Spending (Aug)

14.00 – Fed speech (Bostic – voter)

Tuesday

10.00 – EZ PPI inflation (Aug)

11.00 – Monthly Unemployment (Sep)

16.30 – Exchequer Returns (Sep)

09.30 – Construction PMI (Sep)

09.45 – BoE speech (Haldane – no text)

15.00 – Fed testimony to Senate (Quarles)

17.00 – Fed speech (Chair Powell)

Wednesday

06.00 – Services / Composite PMI (Sep)

09.00 – EZ Composite PMI – Final (Sep)

10.00 – EZ Retail Sales (Aug)

09.30 – Services / Composite PMI (Sep); BRC 

Shop Price Index (Sep)

10.00 – PM May speech at the Conservative Party 

Conference 2018

13.05 – Fed speech (Barkin - voter)

15.00 – ISM Non-Manufacturing Index (Sep)

19.15 – Fed speech (Mester – Voter)

Thursday

11.00 – Live Register (Sep) 09.30 – New Car Registrations (Sep) 13.30 – Initial Jobless Claims

14.15 – Fed speech (Quarles – Board of Gov.)

15.00 – Factory Orders (Aug)

Friday

11.00 – Industrial Production (Aug); Monthly 

Services Index (Aug)

08.30 – Halifax House Prices (Sep)

09.30 – Unit Labour Costs (Q2)

13.30 – Non-farm Payrolls (Sep); Avg. Hourly 

Earnings (Sep); Unemployment Rate (Sep)

20.00 – Consumer Credit (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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