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Overview The pace of economic activity in the US moderated in the final quarter of 2014 and has slowed
further in the opening months of this year, although the latter may be at least partly attributable to poor weather
conditions. Employment growth has also stepped down a gear recently but has nonetheless been sufficient to lower
the unemployment rate further to 5.5%. The Fed has said that it will be 'appropriate’ to raise interest rates if it sees a
continuing improvement in the labour market and a first hike is still likely this year, albeit perhaps later now (e.g.
September) than sooner (e.g. June). The recent appreciation of the dollar has begun to feature a little more
prominently in the Fed’s deliberations as it is dampening both exports - the March policy statement noted that export
growth had weakened - and inflation, which suggests the central bank will proceed cautiously and gradually when
raising interest rates. The dollar's ascent against the euro has stalled for the moment — the most recent low in
EUR/$ was just under $1.05 in mid-March — though we still expect it to strengthen further. However, its gains may
be more modest from here on it, particularly as there are increasing signs that the recovery in the Euro area

economy is gaining momentum.
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Exchange Rates

Euro area activity gathers pace

UK inflation remains at 0% € 1.06 1.05 105 | 103
US employment growth slows SE 0.72 071 070 070
£1$ 1.47 1.48 1.50 1.47
Swap Rates
Central Bank
Central & Jun 3 May 11 Apr 29 Euro Area 0.30 0.50 0.70 0.90
May 13 Apr 28 Apr 29 1.40 1.70 2.00 2.30
Inflation Apr 30 May 19 Apr 30
1.70 2.00 2.30 2.60
Labour Market Apr 30 Apr 17 May 8
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has been limited contagion to date from the situation in
Greece, despite the lack of an agreement between the
new government and its European creditors that would
see the release of the final tranche of funds under the
current ‘bailout’ programme.

UK inflation remains at 0%

GDP rose by 0.6% in Q4 2014 and it seems that growth
has been maintained at around this pace in the opening
months of 2015. The composite PMI rose further in
March and averaged 57.4 in Q1, slightly ahead of Q4.
The unemployment rate nudged down to 5.7% over the
three months to January and average earnings growth
picked up a little. Annual inflation was unchanged at 0%
in March while the core rate fell to 1%, its lowest level
since August 2006. The Bank of England’s Chief
Economist noted recently that a cut in interest rates may
be warranted given the subdued inflation outlook. The
market is attaching a small probability (c10%) to such a
move over the next few months, though by the same
token it does not expect a first rate hike until the second
half of 2016. Sterling rose to a high of c70.5p against
the euro in mid-March before easing back to around
72p, which is still well ahead of where it started the year
(c78p) the impending general election notwithstanding.

US employment growth slows

The economy grew by 0.5% in Q4 2014 according to
the final GDP reading, having expanded by 1%+ in
both Q2 and Q3. Growth slowed further in the first
quarter of 2015 judging by a range of indicators,
including retail sales and industrial output, but this
may be partly attributable to poor weather in
January/February. Employment rose by just under
200k a month in Q1, down from almost 325k p/m in
Q4, though the former was still sufficient to produce a
decline in the unemployment rate which ended Q1 at
5.5%. The Fed kept policy on hold in March and said it
will be ‘appropriate to raise’ interest rates when ‘it has
seen further improvement in the labour market and is
reasonably confident that inflation will move back to
2%...over the medium term’, adding that while a hike
was unlikely in April, one could be ‘warranted at
subsequent meetings’. This keeps the door open to a
June move though indications from Fed members
since point to ‘lift-off’ later in 2015.
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Disclaimer

This document has been prepared by the Economic Research Unit at The Governor and Company of the Bank of Ireland (“BOI”) for
information purposes only and BOI is not soliciting any action based upon it. BOI believes the information contained herein to be accurate
but does not warrant its accuracy nor accepts or assumes any responsibility or liability for such information other than any responsibility it
may owe to any party under the European Communities (Markets in Financial Instruments) Regulations 2007 as may be amended from time
to time, and under the Financial Conduct Authority rules (where the client is resident in the UK), for any loss or damage caused by any act
or omission taken as a result of the information contained in this document. Any decision made by a party after reading this document shall
be on the basis of its own research and not be influenced or based on any view or opinion expressed by BOI either in this document or
otherwise. This document does not address all risks and cannot be relied on for any investment contract or decision. A party should obtain
independent professional advice before making any investment decision. Expressions of opinion contained in this document reflect current
opinion as at 15th April 2015 and is based on information available to BOI before that date. This document is the property of BOI and its
contents may not be reproduced, either in whole or in part, without the express written consent of a suitably authorised member of BOI.

The Governor and Company of the Bank of Ireland is regulated by the Central Bank of Ireland. In the UK, The Governor and Company of
the Bank of Ireland is authorised by the Central Bank of Ireland and the Prudential Regulation Authority and subject to limited regulation by
the Financial Conduct Authority and the Prudential Regulation Authority. Details about the extent of our authorisation and regulation by the
Prudential Regulation Authority and regulation by the Financial Conduct Authority are available from us on request. The Governor and
Company of the Bank of Ireland is incorporated in Ireland with limited liability. Registered Office - 40 Mespil Road, Dublin 4, Ireland.

Registered Number - C-1.
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