
According to a poll conducted by Reuters this week, the ECB will not
alter the size of its asset purchase programme when policymakers
meet on June 10th and the central bank releases its latest monetary
policy statement and quarterly economic projections. The bank
however is likely to begin tapering off its QE later this year, the poll
results said, which also alluded to upside inflation risks in Europe.
34 of the 39 economists involved in the poll stated their views that the
ECB would leave their €1.85 trillion Pandemic Emergency Purchase
Programme (PEPP) unchanged at the upcoming June meeting. This is
also our base case at Seaspray for the meeting, when we take into
account the still-fragile state of the Eurozone economy, we believe any
tapering of QE this month would be unjustified and is unlikely.
20 of the 39 economists stated that they believed the ECB would start
tapering its PEPP programme sometime in 2021, with 13 expecting the
bank to begin as early as next quarter. These views of course come
despite ECB officials continuously highlighting the risks of premature
tightening along with their belief that spikes in inflationary pressures
will prove temporary.
A relatively strong majority of 28 of the economists said that the ECB
would likely not change the end date of March 2022 for the PEPP.
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Equities: The main indices are flat to marginally lower in Europe this morning, risk assets
across the board are expected to remain fairly muted throughout the day and ahead of the
jobs data to come from the US tomorrow. Futures in the US are on a similar path this morning,
trading on lower than usual volume and slightly weaker, as the VIX trades steady around 17.60.
Currencies: The FX markets saw yet another quiet session on Wednesday, in what has been a
very tight and steady week so far for the asset class, EUR/USD and GBP/USD both trading
range-bound this week around 1.218 and 1.418. Dollar traders will no doubt be awaiting
tomorrow's data, which could of course set the tone at central bank meetings later this month.
Safe-havens: Gold is pulling back on Thursday by roughly 0.75% to $1,895, the metal having
traded 8% higher during May. Silver is a percent lower to $27.927 at the time of writing, the
more volatile metal still trading at the upper end of its range of the last 10 months. Bond
markets have seen very little movement so far this week, the benchmark US 10yr remaining
near the middle of its range at 1.6%. The MOVE index (the VIX for bonds) recently traded its
lowest levels since mid February.
Looking ahead: This afternoon we will see the release of the US' ISM Services PMI reading for
the month of May, we will also hear comments from some Fed officials this evening. Markets
will be paying close attention to the jobs data out of the States tomorrow, coming in the form
of the monthly Non-Farms Payroll data and US unemployment rate. We will also hear from ECB
President Lagarde and Fed Chair Powell on Friday.
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Irish Housing
The Economic and Social Research Institute (ESRI) have released new
analysis this morning, in which they say that Ireland should borrow
more to invest in housing and could borrow an additional €4b to €7b a
year. These figures have been based on Ireland's projected growth rate
and the borrowing costs it currently faces in the markets, according to
the ESRI. In addition, it pointed to the fact that if our government
doubled its current investment in housing, from €2b to €4b, it could
build an extra 18,000 units per annum.
For reference, 20,676 units were built during 2020, according to figures
from the CSO, with expectations for this year ranging between 15,000
and 21,000 - far below the likely demand over the 12-month period.
The institute pointed to the fact that "another decade of inadequate
housing supply" is on the horizon for Ireland with upward pressures on
prices and rents likely, and cited research that the demand for housing
in the country is roughly 35,000 units per year and could grow to as
high as 45,000 based on population growth.

According to AIB's latest PMI results, Ireland's Services PMI reading for
May was a robust 62.1 m/m, well above the 50.0
contractionary/expansionary border. This is the sector's fastest pace of
growth in five years, with the significant pick up coming as pent-up
demand was recently released with the easing of some of the country's
restrictions. Ireland's services sector contains about three quarters of
all jobs in its economy.
"Prices charged to customers increased at a more moderate pace,
pointing to a continuing margin squeeze in the sector" said AIB's chief
economist Oliver Mangan, "Firms in all four sub-sectors, though, are
very optimistic on the 12-month outlook, with the Future Activity index
hitting its highest level since September 2017".


