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• Bunds followed USTs higher even as the ECB’s measure of negotiated 
wage growth moderated only slightly in Q4 to be still more than double the 
long-run average, while euro area construction output unexpectedly rose in 
December.  

• Gilts also made gains on a quiet day for UK economic releases.  

• Tomorrow will bring results for euro area consumer confidence, a UK 

manufacturing survey and UK public finances.  

Daily bond market movements 

Bond Yield Change 

BKO 2½ 03/26 2.768 -0.039 

OBL 2.1 04/29 2.340 -0.043 

DBR 2.2 02/34 2.368 -0.040 

UKT 3½ 10/25  4.517 -0.078 

UKT 4½ 06/28 4.056 -0.069 

UKT 3¼ 01/33 4.038 -0.067 

*Change from close as at 4:30pm GMT. 
Source: Bloomberg 

Euro area 

Negotiated wage growth moderated only slightly in Q4 

Given broad stagnation in economic output since Q322, the euro area’s labour market has remained surprisingly resilient. 
Employment growth unexpectedly accelerated in Q4 taking the number of people employed to a series high, while the 
unemployment rate eased to a series low in the final two months of 2023 of 6.4%, suggesting a historically tight labour 
market. And so, while ECB policymakers acknowledge that risks to the near-term growth outlook remain skewed to the 
downside, many remain concerned about the upside risks to inflation from high labour costs. Against this backdrop, today’s 
ECB negotiated wage indicator might have offered only modest, if any, relief, with the drop of just 0.2ppt in the annual pay 
settlement growth rate in Q4 to a still-lofty 4.5%Y/Y, more than double the long-run average. Admittedly, this marked the first 
drop in six quarters. And the closely-watched Indeed wage tracker suggests that negotiated wage growth will moderate more 
substantially in Q124, as the downtrend in inflation over recent quarters continues to limit employees bargaining power. But 
the slight uptick in the Indeed wage tracker for January (published yesterday), which saw aggregate pay growth rise for a 
second-successive month, by 0.1ppt to 4.1%Y/Y, might suggest that for many policymakers it will be too soon to conclude 
decisively that a turning point in pay growth has been reached.  
 

Monthly wage indicators suggest downtrend continued at start of 2024 as job vacancies fall further 

Smoothing for monthly volatility, the Indeed wage tracker (3.9%3M/Y) was still some 1.3ppts below the peak in October 
2022. And the pickup in January appears to have been led by Italy, where growth accelerated 1.3ppts to 3.3%Y/Y in January 
but data inclusion appears to be sporadic. In contrast, pay growth in France fell 0.3ppt to 20-month low of 3.6%3M/Y and fell 
in Spain by 0.5ppt to a nine-month low of 4.7%3M/Y. And while it moved a touch higher in Germany, up 0.1ppt to 4.5%3M/Y, 
this reflected a seemingly temporary spike in the single-month growth in that country in December (4.8%Y/Y), to remain 
some 2½ppts below the peak. Moreover, according to Germany’s statistical office Destatis, growth in negotiated wages in 
Germany at the start of this year merely moved sideways at just 1.9%Y/Y, below the long-run average, below the range in 
the three years ahead of the pandemic and below rates that should be a concern for the ECB. And while negotiated wage 
growth in Spain remains notably higher than the long-run average – in part reflecting continued strength of jobs growth in 
that country – it too slowed in January to a twelve-month low of 2.8%Y/Y. In addition, data published yesterday showed that, 
despite remaining well above average, the downtrend in euro area job vacancies accelerated in Q4 – the job vacancy rate 
fell 0.2ppt to a nine-quarter low of 2.7% – and was widespread across member states suggesting that upwards pressures on 
wages and risks of second-round effects on inflation will continue to diminish. While the Governing Council will have updated 
macroeconomic projections at its March meeting, and April appears to be a potential live meeting, given the lingering 
concerns about potential upside risks to inflation, not least from the labour market, we continue to expect the majority of 

Euro area: Unemployment rate & negotiated wages 

 
Source: Macrobond and Daiwa Capital Markets Europe Ltd. 

Euro area: Wage indices 

 
Source: Macrobond and Daiwa Capital Markets Europe Ltd. 
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policymakers to want to wait until its June policy meeting before cutting rates, at which point the Governing Council will have 
a fresh set of economic projections, as well as negotiated wage figures for Q1 (due 25 May), while headline and core 
inflation will likely be back within a whisker of the 2% target.      
 

Euro area construction unexpectedly rises in December underpinned by ongoing recovery in Italy 

Contrasting with recent survey indicators, including the PMIs and Commission sentiment indices, and despite being the most 
interest rate-sensitive sectors, activity in the euro area’s construction sector posted a surprise increase at the end of last 
year. In particular, output rose for the first month in three in December, by 0.8%M/M, to leave it up 1.9%Y/Y and more than 
2% above the pre-pandemic level. The improvement was underpinned by firmer building work, which similarly increased for 
the first time since September and by 1.1%M/M, the most since last February. But civil engineering fell for fourth month out 
of the past five in December. And overall, activity from both subsectors contracted over the fourth quarter as a whole, to 
leave total output down 0.6%3M/3M, to mark the third consecutive quarterly contraction. Admittedly, the improvement in 
December would have been even stronger in the absence of the further downtrend in Germany, whereby output fell  
(-3.4%M/M) for the third consecutive month and by the most since December 2022, to leave it down 3.6%Q/Q in Q4 and 
some 9½% below the pre-pandemic level. Indeed, while still down over the fourth quarter as whole, activity rose in France 
for the first month in three in December (3.0%M/M). But the recovery remained most striking in Italy, where output rose for 
the fifth consecutive month, and by 4.4%M/M – the most since January 2021 – to leave it up almost 6%Q/Q, a little more 
than 9%Y/Y and a whopping 35% above the pre-pandemic level. Notwithstanding ongoing positive momentum in Italian 
construction, the weakness in sentiment, falling house prices, lacklustre mortgage lending and downtrend in new building 
permits across the euro area over the past year or so, suggests that the downturn in building work still has further to playout.  
 

The day ahead in the euro area 

The economic data highlight in the euro area tomorrow will be the publication of the European Commission’s preliminary 
consumer confidence index which is expected to edge slightly higher in February, to -15.5, after falling 1pt to -16.1 in 
January due to a particular deterioration in Germany. We will also get the Bank of France measure of retail sales for January 
which will likely tally with subdued consumer confidence and report a further decline in sales compared to a year earlier. 

Euro area: Indeed wage tracker 

 
Source: Macrobond and Daiwa Capital Markets Europe Ltd. 

Euro area: Labour as a limiting factor on production* 

 
*Share of firms reporting labour shortages as a limiting factor on production. 

Source: EC, Macrobond and Daiwa Capital Markets Europe Ltd. 

Euro area: Job vacancy rates 

 
Source: Macrobond and Daiwa Capital Markets Europe Ltd. 

Euro area: Phillips curve* 

 
*Red dot represents latest figures for Q423. Source: Macrobond and Daiwa 

Capital Markets Europe Ltd. 
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UK 

The day ahead in the UK 

After a quiet start to the week for UK economic data and ahead of the flash PMIs for February on Thursday, tomorrow will 
bring the publication of the CBI’s industrial trends survey for February, which will offer further insight into manufacturing 
conditions and a guide to the flash manufacturing PMI. Wednesday will also bring the release of the January public finances 
figures, which will give a guide to the fiscal headroom available to the Chancellor when he looks to announce tax cuts in the 
Government’s Budget on 6 March. Aside from the data, BoE external MPC member Swati Dhingra – who voted for a rate cut 
at February’s meeting – is scheduled to speak at an event.   

Euro area: Construction output & building permits 

 
Source: Bloomberg, Macrobond  

 and Daiwa Capital Markets Europe Ltd. 

Euro area: Construction output by member state 

 
Source: Macrobond and Daiwa Capital Markets Europe Ltd. 

Euro area: Construction PMIs  

 
Source: Bloomberg and Daiwa Capital Markets Europe Ltd. 

Euro area: Construction sentiment & orders 

 
Source: EC, Macrobond and Daiwa Capital Markets Europe Ltd. 
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European calendar 
Today’s results 

Economic data 

Country  Release Period Actual 
Market consensus/ 

Daiwa forecast 
Previous Revised 

Euro area  EU27 new car registrations Y/Y% Jan 12.1 - -3.3 - 

  ECB indicator of negotiated wages Y/Y% Q4 4.5 - 4.7 - 

  Construction output M/M% (Y/Y%) Dec 0.8 (1.9) - -1.0 (-2.2) -0.4 (-1.9) 

Spain  Trade balance €bn Dec -3.4 - -2.4 - 

Auctions 

  Country  Auction 

Germany  sold €4.14bn of 2.5% 2026 bonds at an average yield of 2.79% 

UK  sold £1.75bn of 4.0% 2063 bonds at an average yield of 4.518% 

 Source: Bloomberg and Daiwa Capital Markets Europe Ltd. 

Yesterday’s results 

Economic data 

Country  Release Period Actual 
Market consensus/ 

Daiwa forecast 
Previous Revised 

UK  Rightmove house price index M/M% (Y/Y%) Feb 0.9 (0.1) - 1.3 (-0.7) - 

Auctions 

  Country  Auction 

- Nothing to report - 

 Source: Bloomberg and Daiwa Capital Markets Europe Ltd. 

Tomorrow’s releases 

Economic data 

Country  GMT Release 
Period 

 

Market consensus/ 

Daiwa forecast 

Previous 

 

Euro area  15.00 European Commission’s preliminary consumer confidence index Feb -15.5 -16.1 

France  - Bank of France retail sales Y/Y% Jan - -2.4 

UK  07.00 Public sector net borrowing (excl. banks) £bn Jan -18.5 (-18.4) 6.8 (7.8) 

  11.00 CBI industrial trends, total orders (selling prices) balance Feb -27 (11) -30 (9) 

Auctions and events 

Germany  10.30 Auction: €4.5bn of 2.2% 2034 bonds 

UK  10.00 Auction: £4bn of 4.5% 2028 bonds 

  14.00 BoE’s Dhingra scheduled to speak 

Source: Bloomberg and Daiwa Capital Markets Europe Ltd. 
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Access our research blog at: 

https://www.uk.daiwacm.com/ficc-research/recent-blogs 

This research report is produced by Daiwa Securities Co. Ltd., and/or its affiliates and is distributed by Daiwa Capital Markets Europe Limited (“DCME”). DCME is authorised and regulated by The 

Financial Conduct Authority and is a member of the London Stock Exchange. DCME and its affiliates may, from time to time, to the extent permitted by law, participate or invest in other financing 
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Securities or derivatives or options thereof and/or may have acted as an underwriter during the past twelve months for the issuer of such securities. In addition, employees of DCME and its affiliates 
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business with DCME’s affiliates outside the United Kingdom, we are obliged to advise that the protection afforded by the United Kingdom regulatory system may not apply; in particular, the benefits 

of the Financial Services Compensation Scheme may not be available. 
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