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05.02.16 

Today’s Treasury Events 

11.30 EC ECB Nouy speaking 

13.30 US Non-farm payrolls  

13.30 U Press conf.  

Upcoming Equity Events 

10.02 Tullow Oil – FY Results 

10.02 IRES – FY Results  

10.02 SKG – FY Results  
 

Rates and Commodites Last 1m chg %

ECB rate 0.05 0.00

UK Base rate 0.50 0.00

US Fed Funds 0.25 0.00

LIBOR GBP 3M 0.59 0.09

LIBOR USD 3M 0.62 1.29

EURIBOR 3M -0.16 -23.66 

Gold ($) 1155.94 7.26

Brent oil ($) 33.99 -6.67 

Natural Gas ($) 2.05 -12.75 

Copper ($) 211.10 0.74
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Indices Last 1m chg %

ISEQ 6,173   -8.36 

EUROSTOXX 2,905   -8.60 

FSTE 100 5,896   -3.93 

S&P 500 1,915   -5.02 

Top 5 Irish Equities Last 1m chg %

CRH PLC 23.19 -12.06 

Ryanair Holdings PLC 13.76 -8.33 

Kerry Group PLC 74.67 0.62

Bank of Ireland 0.29 -14.16 

Smurfit Kappa Group 19.72 -16.41  

 
Daily Deposit Rates 

 

EUR 

1 Month Notice 1 Month 3 Months 6 Months 12 Months 

0.10% 0.01% 0.05% 0.15% 0.40% 
 

GBP 

1 Month Notice 1 Month 3 Months 6 Months 12 Months 

0.8% 0.40% 0.60% 0.70% 1.00% 
 

USD 

1 Month Notice 1 Month 3 Months 6 Months 12 Months 

0.25% 0.10% 0.20% 0.40% 0.60% 
 

Currency Q1'16 Q2'16 Q3'16 Q4'16 Support Resistance

EUR/USD 1.0600 1.0800 1.1000 1.1500 1.1155 1.1245

EUR/GBP 0.7500 0.7300 0.7300 0.7500 0.7645 0.7715
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Currency news: Pound lower after (slightly) dovish Super Thursday 

 
McCafferty does a U-turn: As expected, the MPC kept policy on hold today, holding Bank rate at 0.5% and the asset 
purchase (QE) target at £375bn. But the outcome of the MPC vote took a dovish turn – Ian McCafferty, who has been 
opting for a rate rise for the past 6 months, switched to an “on hold” vote. Therefore the MPC decision was unanimous (9-
0) in voting for an unchanged policy stance. 
 
Easy decision: Besides Mr McCafferty’s volte face also saw a deluge of extra information on MPC thinking, this being a 
quarterly ‘Super Thursday’ policy decision day which includes the publication of the Inflation Report (IR) and the quarterly 
press conference featuring Governor Carney. One message came through loud and clear – the MPC is in no hurry to 
tighten policy, with Mr Carney opining that leaving Bank rate on hold today was an “easy” decision to make. 
 
Hike next: Mr Carney made a crucial point in the press conference, which was that the MPC is “unanimous” in expecting 
the next move in Bank rate to be up, rather than down. Apparently, there was no MPC discussion on negative interest 
rates. We therefore maintain our view that the first rate hike will take place in Q4 this, but given the soft outlook for near 
term inflation, we would be surprised to see a hike earlier than that. 
 
Currency thought of the day: Even a strong payroll may not halt the Dollar’s slide 

 
US data has been on the disappointing side so far this year, with Q4 GDP, Retail Sales, Industrial Production, Inflation 
data (CPI & PCE), Durable Goods orders and Manufacturing PMI data all disappointing since the middle of January. 
Leading to a softer Dollar since the start of the year, with EURUSD hitting a 3 month high yesterday. The last really 
positive data surprise from the US was the December payrolls data released in early December, which showed 292k jobs 
added in December versus a consensus expectation of 200k. This month expectations are for an even more modest 190k, 
but even if jobs significantly exceed that target, it may not be sufficient to break the Dollar out of its recent slump.  
 
When the December payrolls exceeded expectations so significantly in early January, the Dollar managed to rally by less 
than half a percent against the Euro after the release, and subsequently weakened by almost 1% by the end of the day. 
With the market soft on Dollars and expecting the Fed to significantly revise their outlook for rate hikes in March, it may 
take more than a strong payrolls number to reverse the recent trend in EURUSD. 
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Economics: Irish Economy – At the top of the EU growth charts   

 
The European Commission yesterday published its ‘Winter 2016’ economic forecasts. At a headline level, the report 
shows that the gradual recovery in the EU remains intact, albeit with risks mainly skewed to the downside given the 
troubled global backdrop. The Commission sees the EU economy expanding 1.9% in GDP terms this year, unchanged 
from 2015’s estimated outturn, with a slight uptick to 2.0% growth foreseen in 2017. These forecasts represent 
downgrades of 10bps for each of 2016 and 2017, while the Commission has left its 2015 estimate unchanged. 
 
From an Irish perspective, the Commission shares our view that Ireland will be the fastest growing economy in the EU this 
year (+4.5%), following estimated growth of 6.9% (a 90bps upgrade to its previous forecast) in 2015. Further robust 
growth (European Commission +3.5%, Investec +4.0%) is expected in 2017, but Ireland looks set to pass the crown of 
fastest growing economy to Luxembourg (GDP +4.4%) in 2017. 
 
The Commission sees the risks to its Irish growth forecasts as balanced, noting that the country is “particularly exposed to 
a possible deterioration in the external environment…whereas domestic demand could surprise on the upside if 
government policies to boost construction are successful”. Other risks for Ireland include interest rate shocks and 
“changes in the operations of multinationals”. 
 
Philip O’Sullivan │Chief Economist│+353 1 421 0496│philip.osullivan@investec.ie 
 
 
Economics: Irish Economy - Housing Completions at 12,666 in 2015   

 
Department of Environment, Community & Local Government data show that 12,666 housing units were completed across 
Ireland in 2015. This is 15.0% above the 2014 outturn (11,016) and represents a second successive annual improvement 
after the series low (since records began in 1970) of 8,301 completions in 2013. 
 
While the uptick in completions is welcome, it is important to put them into the right context. The average annual 
completions since 1970 is 31,732 units, so last year’s outturn equates to only 40% of that level. Furthermore, the midpoint 
of the range of estimates for new household formation in Ireland is 25,000 units per annum, so last year’s outturn is only 
about half of that. 
 
Notwithstanding the impact of Central Bank lending rules, which have had a distorting effect on the housing market of late, 
our view for some time has been that the path of least resistance for Irish residential prices remains to the upside, given 
the mismatch between strong demand and insufficient supply. These latest data lend further support to that argument. 
 
Philip O’Sullivan │Chief Economist│+353 1 421 0496│philip.osullivan@investec.ie 
 
 
Equities: Glanbia - Post Holdings Q116 Active Nutrition impacted by disposal   

 
In its Q116 results release, Post Holdings: (i) reported a Q116 adj. EPS of $0.52 from adj. EBITDA of $235.6m (up 
$108.0m) and a 16.3% increase in net sales to $1.25bn; (ii) raised full year adj EBITDA guidance to between the $810m 
and $840m range (previously $780m to $820m); and (iii) announced a $300m share buyback to be conducted over the 
next two years.  
 
The growth was attributed to both organic improvement and the impact of the MOM Brands acquisition but their relative 
was not detailed. Of direct relevance to Glanbia, the company’s Active Nutrition division, which includes protein shakes, 
bars and powders reported a 11.2% decline in net sales to $115.8m. Management reported that strong growth in its 
protein shakes was offset by “anticipated declines” in Dymatize and PowerBar. The company sold its Australian business 
and Musashi trademark on the 1st of July 2015. With little detail provided and Active Nutrition impacted by divestments, 
there is limited read through for Glanbia.  
 
Ian Hunter │Research Analyst│+353 1 421 0466│ian.hunter@investec.ie 
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Disclaimer 
 
Investec Bank p.l.c. (Irish branch) (“Investec”) has issued and is responsible for production of this publication. Investec Bank plc (Irish Branch) is 
authorised by the Prudential Regulation Authority in the United Kingdom and is regulated by the Central Bank of Ireland for conduct of business rules. 
Investec Bank p.l.c.  is a member of the London Stock Exchange and the Irish Stock Exchange. 
 
This publication should be regarded as being for information only and should not be considered as an offer or solicitation to sell, buy or subscribe to any 
financial instruments, securities or any derivative instrument, or any other rights pertaining thereto (together, “investments”). Investec does not express 
any opinion as to the present or future value or price of any investments referred to in this publication. This publication may not be reproduced without 
the consent of Investec.  
 
The information contained in this publication has been compiled from sources believed to be reliable, but, neither Investec, nor any of its directors, 
officers, or employees accepts liability for any loss arising from the use hereof or makes any representations as to its accuracy and completeness. The 
information contained in this publication is valid as at the date of this publication. This information is subject to change without notice, its accuracy is not 
guaranteed, it may be incomplete or condensed and it may not contain all material information concerning the matters discussed herein.  
 
This publication does not constitute investment advice and has been prepared without regard to individual financial circumstances, objectives or 
particular needs of recipients. Readers should seek their own financial, tax, legal, regulatory and other advice regarding the appropriateness or 
otherwise of investing in any investments or pursuing any investment strategies. Investec operates exclusively on an execution only basis.  
 
An investment in any of the investments discussed in this publication may result in some or all of the money invested being lost. Past performance is not 
a reliable guide to future performance. To the extent that this publication is deemed to contain any forecasts as to the performance of any investments, 
the reader is warned that forecasts are not a reliable indicator of future performance. The value of any investments can fall as well as rise. Foreign 
currency denominated investments are subject to fluctuations in exchange rates that may have a positive or adverse effect on the value, price or income 
of such investments. Certain transactions, including those involving futures, options and other derivative instruments, can give rise to substantial risk and 
are not suitable for all investors. 
 
Investec (or its directors, officers or employees) may to the extent permitted by law, own or have a position in the investments (including derivative 
instruments or any other rights pertaining thereto) of any issuer or related company referred to herein, and may add to or dispose of any such position or 
may make a market or act as a principal in any transaction in such investments or financial transactions. 
 
Investec’s conflicts of interest policy is available at http://www.investec.ie/legal/uk/conflicts-of-interest.html. 
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