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Today’s Treasury Events 

09.30 UK Construction Output 
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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 0.58 -0.53 

LIBOR USD 3M 0.32 -4.32 

EURIBOR 3M -0.05 -35.29 

Gold ($) 1146.59 3.50

Brent oil ($) 53.62 12.69

Natural Gas ($) 2.49 -9.14 

Copper ($) 241.80 -0.76 
 

FX rates Last
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Indices Last 1m chg %

ISEQ 6,219   -4.76 

EUROSTOXX 3,253   -0.53 

FSTE 100 6,411   2.93

S&P 500 2,013   3.68

Top 5 Irish Equities Last 1m chg %

CRH PLC 24.15 -9.96 

Ryanair Holdings PLC 12.70 -7.06 

Kerry Group PLC 67.60 3.71

Bank of Ireland 0.35 0.29

Smurfit Kappa Group 24.65 -7.33  

 
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 Q3'15 Q4'15 Q1'16 Q2'16 Support Resistance

EUR/USD 1.1000 1.0800 1.0600 1.1000 1.1124 1.1330

EUR/GBP 0.7050 0.7000 0.6700 0.6900 0.7330 0.7380
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Currency news: ECB in no rush to expand QE programme 

 
ECB September minutes: The minutes from the ECB’s September meeting pointed to the governing council (GC) in no 
immediate rush to expand QE, instead suggesting that they will take their time in assessing the outlook. Whilst the GC 
had broad agreement that downside inflation risks had risen, they stressed the importance of underlying inflation 
measures and that deflation risks for the greater part of the Euro area were receding. The GC also discussed the 
increased uncertainty regarding emerging markets, particularly China, although noted that it was premature to judge the 
impact. The GC also still saw a substantial degree of stimulus still in the pipeline from their existing measures. In 
summary, whilst the ECB appears to have acknowledged the emergence of a number of risks, they seem relatively happy 
to take their time in judging any impact before deciding on expanding their asset purchase programme.  
 
BoE leave policy unchanged: The MPC voted to leave policy unchanged this month, as expected. Bank rate remains at 
0.5% and the stock of QE is unchanged at £375bn. Also as expected, just one MPC member, Ian McCafferty, voted for a 
(25bp) hike in interest rates, with the other eight members voting for unchanged policy. At first blush, there are a couple of 
slightly dovish signals contained in the minutes – for example, the MPC has pointed to recent GDP revisions which 
indicate a slight deceleration in growth and that growth would slow further in response to a deterioration in the global 
environment. Sterling was down just a touch on the announcement but has since strengthened the release of the FOMC 
minutes yesterday evening. 
 
Up today: There will definitely be some basking in the glow of a superb Shane Long goal and a truly historic 1-0 victory 
over Germany (The World Champions) in The Aviva Stadium in Dublin last night to bring Ireland a step closer to qualifying 
for the Euro 2016 Championships in France next summer. 
 
Currency thought of the day: FOMC minutes strike a dovish tone 

 
Minutes from the 17th September meeting showed members expressing uncertainty over the economic outlook, with 
global developments posing greater downside risks. The committee therefore judged it prudent to await more information 
before tightening policy. But the bottom line was that most participants felt that conditions to raise rates had already been 
met, or would be by the end of the year. Our December rate hike call remains intact.  
 
Later today, we have two speeches from Federal Reserve policymakers. It is interesting to note that one is a dove and the 
other is a hawk. This will keep talk about US monetary policy very much on the agenda. Atlanta Federal 
Reserve president Dennis Lockhart will speak just after 1’o clock today. Last month he stated that the positive economic 
conditions increased the possibility of a rate hike sooner rather than later. In contrast, Chicago Fed president Charles 
Evans, speaking at half five this evening, has previously warned against a premature rate hike, amid worries about low 
inflation. 
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Economics: Irish Economy - Private rent index at an all-time high   

  
The latest CPI release from the CSO reveals that prices were, on average, 0.3% lower in September compared to the 
same month of last year. Core (ex-mortgage interest) inflation is standing at only 0.2% y/y. At first glance this is puzzling in 
light of an economy that is expanding at a blistering pace (GDP expanded by c. 7% y/y in H1 2015), but this primarily 
reflects imported deflation in a number of areas, which is more than offsetting higher prices elsewhere. Services inflation is 
running at +2.9% y/y, while Goods prices have fallen by 4.3% over the past year.  
 
The usual suspects of Transport, Food and Clothing & Footwear were the main contributors to the headline outturn. 
Transport (13.6% of the CPI basket) prices fell by 5.5% y/y in September and within this category we note sharp falls in 
Fuel (-13.1% y/y) and, surprisingly, Motor Car (-3.0% y/y) prices. Food (11.7% of the CPI basket) prices have fallen by 
2.2% y/y, with broad weakness seen across this category, reflecting price weakness in soft commodities and intense 
competition in the food retailing sector. Clothing & Footwear (4.4% of the CPI basket) prices fell by a steep 4.0% y/y in 
September, reflecting ongoing discounting amid likely pressure from internet retailers.  
 
The main areas that have seen prices rise over the past year are Education (+5.0% y/y, due to higher second and third 
level fees), ‘Miscellaneous Goods & Services’ (+2.8% y/y, mainly due to a surge in insurance costs, see below) and 
Communications (+2.4% y/y, due to higher postal rates and telephony charges).  
 
Three sub-indices that we closely monitor within the CPI are Private Rents, Insurance and Accommodation Services.  
 
Yesterday’s CPI release reveals that the Private Rent sub-index now stands at an all-time high, following a 1.2% m/m 
increase in September (+10.3% y/y), which took out the previous peak set back in early 2008. Elevated rents have been a 
key factor behind the upturn in house prices (residential yields are well above the cost of funding in most areas) but we 
note that the government is said to be contemplating the introduction of ‘soft’ rent controls (tying rents to the CPI for the 
next four years, according to press reports) in next Tuesday’s Budget. We await further developments in this regard. 
Elsewhere, insurance companies have been raising prices in response to a change in the claims environment, so we are 
not surprised to see a further rise in prices in this area, +1.4% m/m and +7.3% y/y, while within the category we note that 
motor insurance surged 2.6% m/m and 26.5% y/y in September. Industry commentary suggests that further increases are 
likely in the months ahead at least. Notwithstanding a 3.9% m/m decline in Accommodation Services (likely due to 
seasonal effects), prices were 9.0% above year-earlier levels, reflecting buoyant conditions in the hotel market. Given the 
ongoing upturn in the domestic economy and favourable FX moves (particularly USD and GBP) which have made Ireland 
more attractive to overseas visitors, we expect to see continued upward pressure on prices in this area.  
 
All in all, there is a sense of déjà vu in the above, with a muted headline CPI once again masking significant moves within 
the different components of the index. We expect the muted overall price pressures to continue into the New Year, while 
noting that the government may opt to tweak some indirect tax headings in next week’s Budget in order to defray the 
impact from promised tax reductions in other areas. 
 
Philip 0’Sullivan │Chief Economist│+353 1 421 0496│ philip.o’sullivan@investec.ie 
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Economics: Irish Economy - NTMA raises another €1bn   

 
Ireland’s NTMA raised €1bn from another tap of the 2030 Treasury bond (its third in the past five months) yesterday. The 
auction attracted demand of €2,278m (2.28x bid to cover) and it was completed at a very attractive yield of 1.653%. This 
brings cumulative funds raised on the bond market this year to €13bn, which is in the middle of the range of €12-15bn 
originally targeted by the agency. There will be no further fundraising moves by the agency this side of the New Year. 
 
Philip 0’Sullivan │Chief Economist│+353 1 421 0496│ philip.o’sullivan@investec.ie 

 
Economics: Irish Economy – NAMA to accelerate delivery of new homes   

 
According to a report in today’s Irish Times, “the government is examining an offer from NAMA to build as many as 20,000 
new homes by 2020”. While this is eye-catching in the context of the chronic shortage of residential property in Ireland at 
this time (only 11k units were built in 2014, which equates to roughly a third of the average annual output for the 
construction industry since records began in 1970), we would be more cautious about this ‘commitment’. For starters, 
NAMA is due to have redeemed 80% of the senior debt linked to its core portfolio by end-2016, with a full resolution of the 
agency scheduled for end-2018 at the latest. So a report claiming a pipeline of activity that will stretch beyond the lifespan 
(and implied financial wherewithal) of the agency (and, indeed, one that goes beyond a General Election scheduled for Q1 
2016 at the latest) doesn’t seem like one that should be taken too seriously. We would give some credence, however, to 
the assertion that NAMA “is understood to have written to Minister for Finance Michael Noonan with a formal indication of 
its willingness to step up construction activity early next year on property it controls”, given that the agency has a 
meaningful number of ‘shovel ready’ residential development sites in areas such as the Dublin Docklands, where the 
delivery of units could be accelerated and where there is clear demand for housing. 
 
Philip 0’Sullivan │Chief Economist│+353 1 421 0496│ philip.o’sullivan@investec.ie 

 
 
Equities: GRN/HBRN – CBRE reports point to buoyant activity in the CRE market   

 
CBRE published its latest quarterly Office and Industrial reports for the Dublin market yesterday. Both notes confirm that 
the first nine months of 2015 has been a busy time in terms of activity for both segments of the CRE market.  
 
To start with the office segment, total take-up over Q1-Q3 2015, at 173,713 sq m, is 4% higher than the average annual 
take-up in the capital. Some 180 individual lettings were agreed over the period, with 54 of these (27 to Irish firms and 27 
to multinationals) signed in Q3. This take-up helped push the overall vacancy rate across the city to 9.29% by end-Q3, 
which is the first time in 15 years that it has fallen below 10%. In the prime D2/D4 postcodes, the vacancy rate stood at 
just 1.2% by the end of the quarter. Prime rents in the office market have increased by 17% since the start of the year to 
the current level of €565 per sq m (€52.50 per sq ft), while prime yields were flat at 4.65% at the end of Q3.  
 
In recent months we have seen signs that the chronic shortage of office accommodation will be alleviated in time, with the 
return of cranes to the Dublin skyline. At present there are 19 office schemes under construction, with six of these already 
pre-let while the combined footprint of the other 13 equates to c. 65% of a typical year’s take-up in the capital. Referring to 
recent commentary from Green REIT, CBRE downplayed the risk of oversupply in the market after 2018, suggesting that 
some of the proposed schemes may progress more slowly through the planning process than others, while development 
funding might also be an issue for some of those lacking a pre-let agreement.  
 
Turning to the industrial market, given the depressed capital values it is not a surprise to see that sales activity continues 
to dominate transactions activity, with 76% of take-up in Q3 relating to purchases. Prime rents improved to €72.50 per sq 
m (+12% y/y) during Q3 and they are expected to grow further over the coming quarters (CBRE sees them at €75 by year-
end), while prime yields were flat at 6.5% at end-Q3.  
 
The above, while not a surprise, has positive read-through for Green and Hibernia. While they are primarily focused on the 
office market, both also have a small exposure to industrial.  
 
Philip 0’Sullivan │Chief Economist│+353 1 421 0496│ philip.o’sullivan@investec.ie 

file:///C:/Documents%20and%20Settings/aclark/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/RGLA6XLD/info@investec.ie


   
 

 
 
 

  Friday, 09 October 2015 

 

5 
Contact Details:  

Economics +353 1 421 0496   Currency +353 1 421 0091   Equities +353 1 421 0463 www.investec.ie   capitalmarkets@investec.ie  

To view the full range of Investec Research & Insights, go to www.investec.ie/research 

 
Equities: Kerry - Givaudan reporting solid growth in Flavour division   

 
Givaudan issued a 9-month trading update in line with market expectations and re-iterated mid-term guidance which was 
to outperform the market, growing organically by between 4.5% and 5.5% per annum over the 2010 to 2015 period versus 
market growth of between 2.0% and 3.0%. The company is targeting both annual free cash flow of between 14% and 16% 
of sales in 2015 and the intention to return above 60% of FCF to shareholders while maintaining a medium term leverage 
ratio target below 25%. Of direct relevance to Kerry, Givaudan’s Flavour division reported LFL revenue growth of 3.3% 
over the nine-month period driven by a continued good performance in North (+6.7%) and Latin (+10.4%) America and an 
improvement in developing markets, noting in particular new wins in the Beverage and Dairy segments. Revenue in 
Europe were flat given challenging economic conditions in Eastern Europe. 
 
Ian Hunter │ Research Analyst │+353 1 421 0466│ ian.hunter@investec.ie 
 
  

file:///C:/Documents%20and%20Settings/aclark/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/RGLA6XLD/info@investec.ie


   
 

 
 
 

  Friday, 09 October 2015 

 

6 
Contact Details:  

Economics +353 1 421 0496   Currency +353 1 421 0091   Equities +353 1 421 0463 www.investec.ie   capitalmarkets@investec.ie  

To view the full range of Investec Research & Insights, go to www.investec.ie/research 

 
 
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 perf ormance 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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