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Ireland: DoF, CBoI revise up their Irish forecasts once again; house price 
gains continue to moderate

The strength of the Irish economy’s performance at present has
been underlined again this week by another round of forecast
upgrades in the latest official-sector projections. Reflecting the
ongoing strength in job creation through the second quarter, both
the Department of Finance and Central Bank of Ireland now see
jobs growth of 3% this year. That’s some 0.3-0.4% higher than
previously anticipated in each case and leaves it in line with the
remarkably strong sustained pace of employment growth that
has now been in place for the past six years. The forecasts for
next year have also been upgraded by roughly similar amounts,
though some cooling in jobs growth remains an unsurprising
feature of each forecast reflecting an expected moderation in
both external and domestic demand. On the Budget, while we
welcome the planned return to fiscal balance next year, we are
somewhat disappointed not to see more regard for the fiscal
rules and the framework they provide for thinking about
managing budgetary policy. If downside risks such as a hard
Brexit are avoided (and / or upside risks including from housing
activity materialise), then fiscal policy will likely need to be
conducted with more prudence than has been evident in the past
couple of years in which there has been a minimalist approach to
compliance with the rules of the new fiscal framework.
Elsewhere, house price gains continue to moderate. A modest
0.3% monthly increase in national prices in August took the
annual rate of inflation from 10% to 8.6%y/y – the slowest rate of
increase since January 2017.
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Eurozone: Meeting minutes reveal a bit more ECB concern about downside 
global risks

This week’s account of the September ECB Governing Council
meeting contained few major surprises. Recall that in his post-
meeting update, Draghi had clearly communicated that
international risk factors (including protectionism, financial market
volatility and emerging market vulnerabilities) had become more
prominent. But, at the margin, we detect from the discussion
perhaps a little more concern about global risks than Draghi had
conveyed at the time. The minutes indicate that recent weakness
in the PMI surveys of global activity (including the decline in
export orders) has gotten the attention of ECB officials, with
some consideration given to characterising the risks to activity as
being tilted to the downside “given the clear prevalence of
downward global risks”. However, ultimately, the broadly-
balanced risk assessment was left unchanged, partly reflecting
the underlying strength of domestic demand which was seen as
playing an important role in both increasing the expansion’s
resilience and mitigating downside global risks. We were also
interested not to see any reference to a “vigorous pick-up in
underlying inflation” – the language used by Draghi in his recent
(post meeting) appearance at the European Parliament. Indeed,
the conclusion from the minutes is that given “prevailing
uncertainties and only gradually rising underlying inflation” there
was broad agreement on the appropriateness of “remaining
patient, prudent and persistent”. Little reason, then, to expect
any near-term shift in ECB policy, especially given this week’s
market volatility.
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UK: Economy on track for robust growth in Q3 despite August GDP miss; EU-
UK said to be closer to agreement on withdrawal

The latest monthly figures showed that UK GDP growth was flat
in August as growth in the key services sector also stalled, while
increasing industrial production offset a decline in construction
output. The August GDP reading was a touch weaker than the
0.1% increase expected by the consensus, but there was also
some new news in the revisions which showed growth in July at
an even stronger pace of 0.4% m/m, up from the earlier 0.3%
estimate. This left the level of GDP in August at 0.7% higher than
it was 3 months earlier, meaning that would now take a monthly
figure of just -0.1% in September in order for the UK economy to
record robust growth of 0.6% q/q in Q3 as a whole following 0.4%
in Q2. This leaves GDP growth and wage and consumer price
inflation all running a touch higher than the BoE’s forecasts for
Q3. Ordinarily, this would likely result in further policy tightening,
but we continue to expect the BoE to remain in wait and see
mode for now given Brexit-related uncertainties. In fairness, this
week’s media reports pointed again to further progress on the
Irish backstop, raising the prospect of a UK-EU agreement on the
UK Withdrawal from the EU. But even if such deal is eventually
reached, achieving the necessary support in the UK Parliament
remains an important hurdle. In particular, the backstop solution
is likely to involve some form of checks on products travelling
between Northern Ireland and the rest of the UK, a red-line for
the DUP, while a backstop solution which is not time-limited is
likely to face opposition from the pro-Brexit wing of the Tory
Party, leaving the Parliamentary arithmetic very uncertain.
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US: Inflation slightly below expectations; tight jobs market sees record number 
of small businesses increasing worker pay 

This week’s US CPI inflation figures for September were slightly
on the soft side, with both headline and core inflation coming a
tenth below the consensus expectation on a m/m basis. This led
to a corresponding miss in the annual figures, with headline
inflation dropping to a seven-month low of 2.3% in September
following 2.7% in August, while core inflation remained steady at
2.2%. This 2nd month in a row of slightly weaker-than-expected
CPI inflation is likely to be seen by the Fed as providing support
for their gradual approach to interest rate normalisation. In any
case, we would caution against overplaying the significance of
these misses as both months were affected by temporary
factors. Namely, apparel prices in August recorded their largest
monthly decline since 1949, while the softness in the September
core CPI reading was entirely explained by an unusual 3.0%
drop in used car prices, suggesting that some rebound is likely
over the period ahead. Further evidence that wage trends
continue to respond to much-reduced levels of spare capacity
also provides another reason to look through recent inflation
misses. Indeed, the latest NFIB Small Business Survey showed
a new all-time record number of business owners increasing
worker compensation as hiring difficulties remain evident: “finding
qualified workers” remains the top small-business problem, while
87% of hiring businesses reported few or no qualified applicants.
Despite such labour market challenges, optimism amongst small
businesses remains very elevated, with the September reading
the 3rd highest in the survey’s 45-year history.
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Financial Markets: Equities take a hammering; Italian bond yields continue to 
rise

A mid-week lurch lower in the US (Wednesday saw the biggest
one-day selloff in the S&P500 since February) has pulled most
major equity markets deeply into the red, leaving many
developed markets with losses on the week of over 3%, while the
losses in the US S&P have been even greater at ca. 4%.
Wednesday’s sharp declines partly reflected growing concern
about the US trade war with China, but also the significant recent
repricing in bond markets with the US 10-year making a new
cycle (and 7-year) high of over 3.25% on Tuesday. The
adjustment of financial markets and economies alike to the end
of the era of ultra-low interest rates and yields has long been
recognised as an important risk factor facing the global outlook.
In this respect, with the US economy continuing to look pretty
strong, we shouldn’t be surprised to see further market volatility
in the period ahead as the implications of the Fed’s ongoing
gradual policy normalisation continue to get digested across the
markets complex. But barring a scenario of significant protracted
market weakness, we don’t expect such volatility in and of itself
to derail the US economy or the Fed. In this respect, we note
that even after this week’s losses, the S&P is still 3.7% higher
than at the start of the year, and 10% and 30% higher than year-
and 2-year ago levels respectively. Another development of note
this week has been the latest sharp move higher in Italian bond
yields (to a 4 ½ year high of over 3.7%) reflecting a ratcheting up
of concerns about the new government’s (lack of) fiscal
credibility.
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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

Foreign Exchange Markets
Latest weekly ∆, %

EUR/GBP, £ 0.876 -0.2

GBP/EUR, € 1.141 0.2

EUR/USD, $ 1.156 0.3

GBP/USD, $ 1.319 0.5

EUR/JPY, JP¥ 129.8 -0.9

GBP/JPY, JP¥ 148.1 -0.8

USD/JPY, JP¥ 112.3 -1.3

EUR/CHF, CHF 1.146 0.2

Stocks & Commodities
Latest weekly ∆, %

ISEQ 6,118          -5.2

STOXX Europe 600 362              -3.8

FTSE 100 7,047          -3.7

S&P 500 2,772          -4.0

Dow Jones 25,360        -4.1

Nasdaq 7,469          -4.1

NIKKEI 22,695        -4.6

OIL (London Brent) 80.7             -4.1

Gold 1,222          1.7

Interest Rate Markets
Latest (%) weekly ∆, bps

EUR 3 Month Euribor -0.318 0.0

2 Year Swaps -0.10 -2

5 Year Swaps 0.43 -3

10 Year Swaps 1.04 -3

GBP 3 Month Libor 0.811 0.8

2 Year Swaps 1.18 -4

5 Year Swaps 1.49 -7

10 Year Swaps 1.73 -6

USD 3 Month Libor 2.436 2.8

2 Year Swaps 3.04 -2

5 Year Swaps 3.13 -6

10 Year Swaps 3.20 -6



Highlights for the week ahead: EU Council summit on Brexit and Fed minutes 
in focus

With no top-tier Irish economic data next week, we will pay close
attention to Brexit-related developments and the Fed minutes of
the September monetary policy meeting. On Brexit, the two-day
October EU Council summit has been labelled as a ‘moment of
truth’ in Brexit negotiations, and indeed, meaningful progress,
particularly in the Irish border issue, is likely to be required at this
stage if the two sides are to agree on the terms of the UK divorce
from the EU. Meanwhile, the minutes of the September policy
meeting (on Wednesday) are expected to clearly signal that
further gradual interest rate increases are likely to remain
appropriate, in line with the recently upgraded characterisation of
the economy from the Fed.
In terms of the economic data, the UK labour market report and
the US JOLTS survey are expected to highlight that both labour
markets remained tight through August (particularly so in the
case of the US). The UK and US dockets also include retail sales
figures for September, which are expected to indicate that US
consumer spending has maintained solid momentum through the
end of Q3, while the consensus is anticipating that UK retail
sales eased slightly following very healthy growth in July and
August. Meanwhile, both UK headline and core inflation are
expected to have eased a tenth in September to 2.6% and 2%,
respectively. Finally, the US docket also includes the NY Fed
Empire and the Philly Fed Manufacturing indices, while the
Eurozone calendar includes the October results of the ZEW
measure of financial sector confidence.
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Timeline of key 2018 EU Council summits on Brexit

Source: Ulster Bank Economics

Economic calendar for the week commencing October 15th

Ireland / Eurozone UK US
Monday

11.00 – Merchandise Trade (Aug)

21.00 – ECB speech (VP Luis de Guindos)

00.01 – Rightmove House Price Balance (Sep) 13.30 – Retail Sales (Sep); Empire State 

Manufacturing Survey (Oct)

Tuesday

10.00 – GE ZEW Financial Market Confidence 

(Oct); EZ Trade Balance (Aug)

19.00 – EU Council Working Dinner on Brexit 

09.30 – Employment Change (Aug); 

Unemployment Rate (Aug)

14.15 – Industrial & Manuf. Production (Sep)

14.15 – JOLTS data on job openings, hires and 

separations (Aug); NAHB Housing Market Index 

(Oct)

Wednesday

EU Council Summit

07.00 – EU New Car Registration (Sep)

10.00 – EZ CPI Inflation – Final (Sep); 

Construction Output (Aug)

10.30 – ECB speech (Chief Economist Praet)

09.30 – CPI inflation (Sep); House Price Index 

(Sep)

14.15 – BoE speech (Deputy Governor Cunliffe)

13.30 – Housing Starts (Sep); Building Permits 

(Sep)

19.00 – FOMC minutes of the September Monetary 

Policy Meeting

Thursday

09.30 – Retail Sales (Sep) 13.30 – Philly Fed Manufacturing Survey (Oct); 

Initial Jobless Claims

Friday

09.00 – EZ Current Account (Aug)

11.00 – Government Statistics (Q2)

09.30 – Public Sector Net Borrowing (Sep)

16.30 – BoE speech (Governor Carney)

15.00 – Existing Home Sales (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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