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▪ Euro area (-0.1%), United Kingdom (-0.9%) and United States 

(0.2%) to see little growth in 2023

▪ UK an outlier, in wake of ‘mini-Budget’ but Brexit hurting growth

▪ European and UK recessions through turn of 2022/23 seen as 

done deal as energy prices / CPI inflation hurt real incomes

▪ US economic outlook less clear cut, buoyant labour market and 

resilient consumer facing headwinds of higher interest rates

▪ Activity in China (and pressure on supply-chains) could rebound 

quickly depending on the timing of any re-opening

▪ More optimistic views see CPI inflation having peaked and falling 

back quickly in 2023, helping the consumer
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Consensus forecasts envisage bleak outlook for 2023. Too pessimistic?

Consensus Forecasts for GDP and CPI inflation
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Approaching the end of the tightening cycle?
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Official Rates and Overnight Index Swap (OIS) curves 10-year sovereign yields

• The Bank of England (3%), European Central Bank (1.5%) and Federal Reserve (3.75-4%) have all raised official rates

• Central Bank’s now also considering quantitative tightening – selling off past QE purchases

• 10-year yields have fallen back in recent weak so curves is now inverted

Source: Bloomberg and Refinitiv Eikon Source: Refinitiv Eikon
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Growing acceptance inflation as a persistent problem
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Consumer Price Inflation rates Core (excluding energy and food) CPI inflation Rates

• Double-digit CPI inflation rates have reflected the contribution of energy and food prices

• However, persistent inflation problem evident in elevated core CPI inflation, reflecting a) supply-chain disruption post Covid b) tighter labour markets

• Growing acceptance that monetary and fiscal policy during the Covid19 pandemic was too loose

Source: Refinitiv Eikon Source: Refinitiv Eikon
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End Of The Goldilocks Economy? Style Factor 

exposure

Source: Bloomberg, DataStream.  5-year averages from United States.  All data in USD.  As of August 2022.  
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A very challenging year for markets

Tightening cycles and equity market returns
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European Listed Real Estate Sector Performance
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• The European listed real estate sector has dislocated relative to the broader market and is trading at 20+ year lows

• PRS is the worst performing sub-sector over the last 12 months within the real estate sector

FTSE EPRA NAREIT Developed Europe index vs STOXX 600 index (rebased to 100) Real Estate sub-sectors (1 year share price performance (%))
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▪ GDP to grow 9.4% (8.2% previously) in 2022 and 3.5% in 2023 

(5.8% previously). 

▪ Export sector to see 7% growth in 2023. 

▪ Consumer to grow 1.8% in 2023 (4.9% previously) reflecting hit to 

from energy and CPI inflation. 

▪ Employment to slow to 1.1% growth in 2023, with the unemployment 

rate rising slightly to 4.8%. 

▪ Housing market to be resilient, 6% inflation in 2022, 3% in 2023

▪ We expect a general government surplus of €4bn (0.8% of GDP) in 

2022 and €9bn (1.7%) in 2023. 
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Davy Irish Economic Forecasts

2021 2022 2023

Consumer spending 4.6 5.5 1.8

Government expenditure 6.5 0.3 3.0

Investment -39.0 -8.7 -4.7

Building & construction -3.2 14.6 -0.2

Machinery & equipment (core) 37.0 25.0 -5.0

Exports 14.1 13.1 7.0

Imports -8.3 8.7 5.9

GDP 13.6 9.4 3.5

Multinational sector 20.7 13.7 5.9

Indigenous sector 4.7 7.0 2.1

Government balance, % GDP -1.7 0.8 1.7

Government debt, % GDP 55.3 45.6 42.2

Employment growth 6.0 7.0 1.1

Unemployment rate 6.3 4.4 4.8
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Export sector is defensive, has outperformed in global downturns
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Irish Exports and world trade Manufacturing PMI Surveys

• Irish exports grew by 17% in 2021, split between €282bn of goods and €285bn of services – an unusually high share for services sector  

• Ireland is specialised in agri-food, pharmaceuticals, information technology services – but lacks cyclical capital goods producing sector (e.g. auto-makers)

• Ireland manufacturing PMI 51.5 in September, more resilient than euro area and UK readings both at 48.4

Source: Central Statistics Office, Davy, OECD Source: Refinitiv
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Ireland potentially exposed to the ICT sector
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EPS and Revenue forecasts for Tech Employers

• Total ICT employment is 156,000

• IDA  98,000 ICT workers employed by multinational firms

• of which 70,000 in Dublin

• ICT sector now accounts for 17% of Irish GDP, 

• €173bn of computer services exports in 2021 (or 30% of 

trade)

• At a group level, consensus forecasts for EPS and 

Revenue growth still positive for most significant employers

• It is possible headcount could fall as profitability and

contribution to Irish GDP growth stays resilient

Source: Bloomberg
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Consumer about to be hit by fresh energy price hikes
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Davy Forecasts for Household Income and Spending Davy Forecasts for Household Incomes and Spending

• A real wage squeeze has already been underway over the past 12 months, with broadly flat real consumption below pre-pandemic levels

• From October 1st the latest round of energy price hikes take effect, pushing average household bill above €4,000.

• We expect consumer spending will grow by 1.8% in calendar year 2023, to just above pre-pandemic levels by end-2023

2021 2022 2023

Compensation 9.8% 11.9% 5.2%

Gross disposable income 6.8% 5.9% 5.8%

Savings ratio 24.7 19.4 18.3

Nominal spending 8.5% 13.3% 7.4%

Consumer expenditure deflator 3.7% 7.8% 5.8%

Real spending 4.4% 5.5% 1.8%

Source: Central Statistics Office, Davy
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Personal taxation changes and measures to cope with higher energy prices
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Targeted and un-targeted measures to protect household incomesImpact of Tax Changes at the Average Full-Time Wage

Broad based measures

• Electricity Price Credit - €600

• Rent tax credit - €500

• €12 rise in weekly welfare rates - €624

• Double child benefit payment - €140

• Childcare fees - €1200

Targeted

• Working Family Payment  - €500 lump sum payment

• Fuel allowance - €400 lump sum payment

• Double welfare payments – e.g. €253 (basic state pension)

€1.1bn income tax package, €4bn temporary measures, €2bn for social protection budget in 2023

2022 2023 Change

Gross Income €55,000 €55,000

Income Tax €11,240 €10,450

PRSI €2,200 €2,200

USC €1,762 €1,772

Disposable Income

€39,798 €40,438 €831
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Spending and Public Services
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• Core spending to grow by 6.7% in 2023, risk of spending pressures from CPI inflation 

• Public Sector Pay deal

• 6.5% pay rise over two years agreed

• Capital Expenditure and National Development Plan

• No material change in capital spending budget despite surging construction costs

• Housing

• Help-to-Buy scheme extended until end-2024

• €4.5bn of funding for 9,100 social houses and 6,500 via Approved Housing Bodies 

• Health

• An additional €1.15bn in core funding to €23.4bn, including additional 6,000 staff

• Cost of implementing Slaintecare still not clear
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House price inflation to slow from double-digit levels
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Ireland Residential Property Price Inflation Ireland, Mean First-Time-Buyer Characteristics

• We expect residential property price inflation of 6% in 2022 and 3% in 2023

• MyHome / Daft asking prices show slowdown into single-digit territory likely in Q4 2022, July RPPI inflation was 13% after another sharp 0.9% monthly gain 

• Leverage and income gearing on mortgage lending constrained by mortgage lending rules, insulation against ECB rate hikes

Source: Central Statistics Office Source: Central Statistics Office, Davy
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Homebuilding likely to disappoint in 2023 due to cost pressures
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Housing Starts and Completions Davy forecasts for Mortgage Lending

• Housing commencements had peaked at 34,850 in the twelve months to March, but there were just 6,600 in the three months to August

• We have revised down our projection for completions from 33,500 in 2023 to 27,000

• Similarly, we now expect €11bn of mortgage loans for house purchase (vs €12bn previously) so the stock grows by just 0.9% (vs 3.5%) 

Source: Central Statistics Office, Davy

Source: Banking Payments Federation Ireland, Central Bank of Ireland, Davy
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Key Points
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• European and UK recession likely through the winter

• Central Banks closer to the end of the tightening cycle

• Property investment will have to deliver higher rates of return in medium-term

• Irish economy relatively well placed but clear downside risks to projections

• Housing affordability stretched and some substantial correction possible

• Equity loan scheme and relaxed regulations on loan-to-income multiples will help provide fresh impetus to market in 2023



Sunday Business Post 
Presentation

1st December 2022

1

Conall MacCoille
conall.maccoille@davy.ie
+353 1 6148770



18

Irish economy

Important Disclosures
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issuers referred to in this report and (2) no part of his or her compensation was, is or will be, directly or indirectly related to the specific recommendations or views expressed in this report.

Investment ratings

A summary of existing and previous ratings for each company under coverage, together with an indication of which of these companies Davy has provided investment banking services to, is available at www.davy.ie/ratings.

Investment ratings definitions

Davy ratings are indicators of the expected performance of the stock relative to its sector index (FTSE E300) over the next 12 months. At times, the performance might fall outside the general ranges stated below due to near-term 

events, market conditions, stock volatility or – in some cases – company-specific issues. Research reports and ratings should not be relied upon as individual investment advice. As always, an investor's decision to buy or sell a security 

must depend on individual circumstances, including existing holdings, time horizons and risk tolerance.

Our ratings are based on the following parameters:

Outperform: Outperforms the relevant E300 sector by 10% or more over the next 12 months.

Neutral: Performs in-line with the relevant E300 sector (+/-10%) over the next 12 months.

Underperform: Underperforms the relevant E300 sector by 10% or more over the next 12 months.
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Investment banking services/Past 12 months
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Regulatory and other important information
J&E Davy Unlimited Company, trading as Davy and Davy Research, is regulated by the Central Bank of Ireland. Davy is a Davy Group company and also a member of the Bank of Ireland Group.  No part of this document is to be reproduced without our 

written permission. This publication is solely for information purposes and does not constitute an offer or solicitation to buy or sell securities. This document does not constitute investment advice and has been prepared without regard to the individual 

financial circumstances and objectives of persons who receive it. The securities/strategy discussed in this report may not be suitable or appropriate for all investors. The value of investments can fall as well as rise and there is no guarantee that investors will 

receive back their capital invested. Past performance and simulated performance is not a reliable guide to future performance. Projected returns are estimates only and are not a reliable guide to the future performance of this investment. Forecasted returns 
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have a position in any of the securities or may have provided, within the last twelve months, significant advice or investment services in relation to any of the securities or related investments referred to in this document.

While reasonable care has been taken in the preparation of the information contained in this document, no warranty or representation, express or implied, is or will be provided by Davy or any of its shareholders, subsidiaries or affiliated entities or any 

person, firm or body corporate under its control or under common control or by any of their respective directors, officers, employees, agents, advisers and representatives, all of whom expressly disclaim any and all liability for the contents of, or omissions 
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Confidentiality and copyright statement
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