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Economic Outlook

	The US economy is growing at a steady pace driven by consumer spending, employment is rising and the unemployment rate is 
low at less than 5% 

	While the election of Trump as US President has created policy uncertainty, particularly in relation to trade and immigration, it may 
result in a ‘fiscal stimulus’ which could boost the economy in the short-term

	Growth in the Euro area economy is expected to continue at a moderate pace. The unemployment rate is falling though it remains 
at 10%, and inflation is subdued at less than 1%

	UK economic activity has been relatively resilient to date post the Brexit vote. Growth is still likely to slow, however, as uncertainty 
weighs on business investment and higher inflation dampens consumer spending

Exchange Rate Forecast 2017 – End-Quarter 

Q1 Q2 Q3 Q4 Avg 2018

EUR/USD 1.06 1.05 1.05 1.05 1.07

EUR/GBP 0.92 0.91 0.89 0.90 0.90

GBP/USD 1.15 1.15 1.18 1.17 1.19
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Interest Rate Outlook 

	The US economy is effectively at ‘full 
employment’ and inflation is picking up, so 
the Fed is likely to raise interest rates over the coming 
year. Any ‘fiscal stimulus’ would tend to reinforce the 
case for higher interest rates  

	The ECB has noted that there are no ‘convincing signs’ 
of a pick-up in underlying inflation. Given this, it may 
announce an extension of QE beyond the provisionally 
planned end date of March 2017

	After easing policy in August, the Bank of England now 
says it is prepared to move interest rates in either 
direction. Rates may remain on hold for now, though 
a cut cannot be ruled out if growth slows more than 
expected   

Foreign Exchange Outlook

	Rising interest rates in the US relative to elsewhere 
will lend support to the dollar, which is forecast to 
strengthen to $1.05 against the euro during 2017

	If the ECB extends QE, it will weigh on the euro. The 
single currency also faces a number of ‘event risks’ later 
this year (referendum in Italy) and next (e.g. elections in 
France and Germany)

	Some respite for sterling recently but it is likely to come 
under pressure again in the run up to the triggering of 
Article 50 and remain volatile as negotiations on EU 
withdrawal proceed. We see it trading in a range centred 
on 90p
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Q1 Q2 Q3 Q4 Avg 2018

EUR/USD 1.06 1.05 1.05 1.05 1.07

EUR/GBP 0.92 0.91 0.89 0.90 0.90

GBP/EUR 1.09 1.10 1.12 1.11 1.11

GBP/USD 1.15 1.15 1.18 1.17 1.19

EUR/CHF 1.07 1.08 1.09 1.10 1.11

EUR/AUD 1.47 1.45 1.48 1.50 1.53

EUR/JPY 118 116 119 124 132

GDP 2016 2017 2018

Euro Area 1.7 1.5 1.6

UK 1.8 1.1 1.7

US 1.6 2.2 2.1

Economic Growth Forecasts (GDP, % Year-on Year) 

Commodity 2016 2017 2018

Brent Crude ($) 46.60 58.60 66.75

Carbon (€) 5.60 5.85 6.15

Commodity Forecast 

Source: IMF World Economic Outlook, October 2016
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For latest economic news, updates and publications visit

Source: Global Markets

www.BankofIrelandEconomicPulse.com

https://corporate-economy.bankofireland.com

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 Wednesday 16th November 
2016 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.

For further information 
please contact your 
Corporate Treasury Dealer 
On 1800 30 30 03

www.bankofireland.com/markets


