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Ireland: Inbound tourist numbers continue to rise despite drop in visitors from 
Britain 

The latest figures on overseas travel show that inbound visitor
numbers totalled 10.5 million over the 12 months to September.
Not only does that represent a 75% uplift relative to the 2010
crisis low, but it leaves inbound visitor numbers some 30% higher
than the pre-crisis peak year of 2007. Thus while the decision to
remove the lower VAT rate on hospitality was certainly unpopular
with industry stakeholders, the exceptional strength of the
sector’s recovery made its further renewal difficult to justify on
economic grounds. Looking at the three months to September
(Q3 is by far the most important calendar quarter for the sector)
confirms that the key summer season was indeed a very buoyant
one, with total visitor numbers 7.6% higher than in Q3 2017. The
headline figures continue to mask important differences across
the key geographic market segments. Notably, the sector
continues to benefit from particular strength in the North
American (+15.7% y/y in Q3) and Continental European (+9.8%)
markets. Such strength is especially welcome as it is playing a
very important role in offsetting the effect of declining visitor
numbers from Great Britain. The number of GB visitors fell by
0.9% y/y in Q3, and were down 9% y/y in the single month of
September – consistent with an intensification of adverse Brexit
impacts. Indeed, the latest KBC / Chartered Accountants Ireland
survey of Irish business sentiment suggests that Brexit concerns
have started to weigh more heavily on domestic business
confidence with sentiment slipping to a 6-year low, albeit that
firms continue to report broad gains in output and employment.
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Eurozone: ECB acknowledges weaker newsflow but sticks to its base case, for 
now

This week’s update from the ECB revealed that the key elements
of its policy guidance remain in place, namely that net bond
purchases are set to end at the end of the year, and that interest
rates are likely to stay on hold “at least through the summer” of
next year. But Draghi explicitly acknowledged that incoming
economic news has been “somewhat weaker than expected” and
that the global growth outlook isn’t as supportive as anticipated.
Draghi certainly wasn’t ringing alarm bells regarding recent
developments which he indicated partly reflected temporary
sector-specific issues (e.g. car production in Germany) and
which he classed as a weakening in momentum rather than a
downturn. The Governing Council (GC) continues to read the
situation as “overall consistent with our baseline scenario of an
ongoing broad-based economic expansion”. And the GC
continues to characterise the risks as broadly balanced, with
Draghi citing solid domestic demand as providing important
support to the outlook, underpinned by firming wage growth
which he said provided a “very comforting sign”. Draghi also
drew some comfort from recent survey indicators most of which
he said remain above historic averages. But this week’s PMI
readings for October cast some doubt over this interpretation.
The composite PMI fell to a 2-year low below its long-run
average suggesting the slippage in momentum is extending into
Q4. If clearer signs of stabilisation don’t appear in the next 7
weeks the GC may need to revisit both its base case for
economy and its risk assessment thereof come December.
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UK: Brexit uncertainty hits manufacturing capex plans

The latest CBI surveys provided further evidence of weakness
emerging in the Manufacturing sector. Of particular note was the
marked deterioration in investment intentions for the year ahead,
with manufacturers responding to Brexit uncertainties by planning
to reduce capital expenditure on plant and machinery at the
fastest pace since July 2009. The survey also showed a further
moderation in order books in the three-months to October, with
declines in both domestic and export orders leaving this measure
at a two-year low. And the forward-looking elements of the
survey also showed that total new orders are expected to decline
further in the coming months. Output growth held up more
healthily in the three-months to October, but here as well, the
quarter-ahead view pointed to expectations for future slippage.
So unsurprisingly, overall manufacturing sector optimism ffellto
its lowest level since the EU-referendum. The mortgage market
also continues to disappoint, with this week’s BBA figures for
September showing y/y growth in mortgage approvals at a five-
month low of -6.7%, leaving gross mortgage lending 1.2% down
y/y. This adds to a variety of recent indicators which have
signalled continued loss of momentum in UK housing market
activity, including the latest RICS Residential Property and the
Q3 Credit Conditions surveys. So overall, while the latest GDP
and PMI data suggest that trends in the overall economy have
remained broadly healthy, some sectors appear to be showing
particular weakness which bears close watching, particularly as
Brexit-related risks and uncertainties continue to loom large.
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US: October PMIs point to a solid start to Q4

While the Q3 GDP figures weren’t available at time of writing, we
expect that their release later will show the US economy
sustained robust q/q growth of 3%+ (annualised) in Q3 following
exceptional growth of 4.2% in Q2. And the latest PMI survey
results from Markit indicated that the US private sector economy
continued to experience strong growth at the start of Q4, with the
Composite PMI picking-up in October to match the Q3 average.
What’s more, growth was broadly-based with both the service
and manufacturing sector positing higher levels of business
activity, while the forward-looking elements of the survey were
also encouraging. Indeed, survey respondents mentioned that
improving domestic economic conditions supported another
sharp rise in new work, while sentiment about the 12-month
outlook picked-up noticeably in October to reach a five-month
high. So overall, we view the initial PMIs for Q4 as consistent
with a variety of recent indicators, including the NY and Philly
Fed surveys and the University of Michigan consumer sentiment
indicator, which have pointed to continued strength in US
economic conditions at the start of Q4. This provides a solid
underpinning to expectations for another robust increase in Q4
GDP, though we wouldn’t be surprised to see some moderation
in the pace of growth from what have been very elevated levels
in recent quarters. One area of mild disappointment however is
housing, with recent data on existing and new home sales
pointing to softer trends in activity, though the September figures
were likely distorted by weather-impacts.
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Financial Markets: Dollar remains on the front foot but Brexit-related sterling 
weakness also a theme

A nervy week for investors has generally seen global equity
markets come under renewed selling pressure, with the US S&P
facing losses on the week of over 2%. While it’s difficult to
precisely pinpoint the catalyst for the latest bout of angst a
number of familiar themes are likely to be contributing to a
general sense of skittishness across markets. These include
risks around Italy, Brexit, trade tensions, geopolitics in the
Middle-East, slowing growth in China and the Eurozone and
higher interest rates / bond yields in the US, while the suspicious
packages sent to prominent critics of President Trump have
refocussed attention on US political divisions ahead of the
upcoming mid-term elections. Draghi indicated that there wasn’t
much discussion about Italy at the ECB meeting and said that he
personally was confident that agreement will be reached
between the government and the Commission. However, he did
point out the self-harm associated with the Italian government’s
approach which has resulted in higher borrowing costs both for
the sovereign and for firms and households, which will weigh on
growth and in turn on the amount of available fiscal space. On
the currency markets, the dollar has been the strongest of the
three major currencies of interest to us, likely helped by safe
haven demand coupled with US distance from some of the
European risk factors cited above. The greenback is at 10- and
7-week highs against the euro (at $1.1350) and sterling (at
$1.28) though Brexit-related sterling weakness was also a
theme, with Eur/GBP ending the week up 0.7% at 88.75p.
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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, £ 0.887 0.7

GBP/EUR, € 1.127 -0.6

EUR/USD, $ 1.136 -1.3

GBP/USD, $ 1.281 -2.1

EUR/JPY, JP¥ 127.1 -1.9

GBP/JPY, JP¥ 143.3 -2.6

USD/JPY, JP¥ 111.9 -0.6

EUR/CHF, CHF 1.137 -0.9

Stocks & Commodities
Latest weekly ∆, %

ISEQ 5,886          -1.9

STOXX Europe 600 350              -3.2

FTSE 100 6,891          -2.2

S&P 500 2,706          -2.2

Dow Jones 24,985        -1.8

Nasdaq 7,318          -1.8

NIKKEI 21,185        -6.0

OIL (London Brent) 76.1             -4.6

Gold 1,237          0.8

Interest Rate Markets
Latest (%) weekly ∆, bps

EUR 3 Month Euribor -0.317 0.0

2 Year Swaps -0.13 -2

5 Year Swaps 0.34 -4

10 Year Swaps 0.95 -6

GBP 3 Month Libor 0.809 0.5

2 Year Swaps 1.08 -8

5 Year Swaps 1.33 -12

10 Year Swaps 1.56 -12

USD 3 Month Libor 2.509 3.2

2 Year Swaps 3.03 -9

5 Year Swaps 3.07 -13

10 Year Swaps 3.15 -11



Highlights for the week ahead: Hectic calendar includes BoE policy meeting, 
EZ Q3 GDP growth and jobs data at home and abroad

A hectic week ahead on the economic calendar includes
Thursday’s policy update from the BoE, the UK Budget and key
economic data in both sides of the Atlantic. The BoE meeting is
widely expected to result in unchanged policy settings, but we
think that the BoE’s signalling is likely to reiterate its bias to
continue tightening policy gradually, though we would be
surprised to see a signal of an imminent hike. Also in the UK, the
Autumn Budget may revise borrowing slightly upwards. In terms
of economic data, the US monthly jobs report is expected to
show a pick-up in payrolls growth in October following a 134k
gain in September, while the jobless rate is seen unchanged at a
multi-decade low of 3.7%. Hourly earnings growth and
separately-released figures on employment costs are expected
to provide further evidence of accelerating wage pressures in the
US. In the Eurozone, the consensus is anticipating that GDP
growth remained unchanged at a healthy 0.4% q/q in Q3, with
the unemployment rate figures also expected to point to positive
trends in the labour market in the final month of Q3. As usual, the
CPI inflation figures will also get plenty of attention, with core
inflation expected to have ticked-up to 1% in October following
0.9% in September. Finally at home, retail sales figures for
September are expected to highlight that consumer spending has
maintained solid momentum through September while initial data
for Q4, in the form of the provisional monthly unemployment rate
and the Manufacturing PMI for October, are expected to point to
continuation of positive trends in the economy at the start of Q4.
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Ireland / Eurozone UK US
Monday

Autumn Budget

09.30 – BoE Money and Credit Statistics (Sep)

11.00 – CBI Retail Sales (Oct)

13.30 – Personal Income / Spending (Sep); Core 
PCE deflator (Sep)

13.30 – Dallas Fed Manf. Activity (Oct)

Tuesday

10.00 – EZ GDP growth (Q3); EZ ESI (Oct)

11.00 – Retail Sales (Sep); CSO Foreign Direct 
Investment & Trade in Services (2017)

07.00 – Nationwide House Price Index (Oct) 14.00 – S&P/Case-Shiller Home Price Index (Aug)

14.00 – Conference Board Consumer Conf. (Oct)

Wednesday

10.00 – EZ Unemployment Rate (Oct); EZ CPI 
inflation (Oct)

11.00 – Monthly Unemployment Rate (Oct)

00.00 – BRC-Nielsen Shop Price Index (Oct)

00.05 – GfK Consumer Confidence (Oct)

12.15 – ADP Employment Change (Oct)

12.30 – Employment Cost Index (Oct)

13.45 – Chicago PMI (Oct)

Thursday

11.00 – Live Register (Oct) 09.30 – Manufacturing PMI (Oct)

12.00 – BoE Monetary Policy Meeting incl. 
Inflation Report

12.30 – Non-farm Productivity & Unit Labour 
Costs (Q3); Initial Jobless Claims

14.00 – ISM Manufacturing PMI (Oct)

Friday

09.00 – EZ Manufacturing PMI – Final (Oct)

11.00 – Monthly Services Index (Oct)

16.30 – Exchequer Statement (Oct)

09.30 – Construction PMI (Oct) 12.30 – Change in Non-farm Payrolls, 
Unemployment Rate and Avg. Hourly Earnings 
(Oct); Trade Balance (Sep)

14.00 – Factory Orders (Sep)

Economic calendar for the week commencing October 29th
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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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