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Markets in brief 

 Weak Chinese economic data weighed on market sentiment pushing Asian stocks 
and U.S. futures down. 

 Chines yuan weakened while the Australian dollar halted a 3-day gain, 

 NZ dollar dropped after the RBNZ said that the banks should increase their capital. 

 U.S. dollar steadied as investors eyed Fed’s decision next week. 

 Euro was weighed by ECB’s pessimistic economic views. 

 British pound remained under pressure from unclear Brexit path. 

 Oil prices dropped on Chinese data along with profit-taking. 

 U.S. stocks ended mixed after a volatile session yesterday. Investors concerns 
increased as domestic and international issues weighed. 

ECB ends QE ... but was downbeat on the economy 

The European Central Bank decided on Thursday to formally end its 2.6 trillion euro 
bond purchase scheme but said it would keep reinvesting cash from maturing bonds for 
a long time after its first interest rate hike. However, the bank trimmed its growth 
forecasts for this year and next. Delivering his prepared remarks to reporters in 
Frankfurt, ECB President Mario Draghi said 2018 growth in the euro area was expected 
to be 1.9% rather than the 2.0% forecast in September. 

China’s economy still slowing 

China's economy slowed further last month, with industrial production and retail sales 
growth both missing estimates as the trade war intensified. The data could provide a 
better handle on the state of the economy than recent trade figures which benefited from 
front-loading of exports. The bright spot was a pickup in investment, indicating that 
stimulus is beginning to reach the real economy.    

White House to officially delay tariffs 

The Trump administration is making official its decision to delay until March 1 a tariff 
hike on $200 billion worth of Chinese goods to 25% from 10%, according to two people 
familiar with the matter. A notice in the Federal Register is expected to be published on 
Friday, the people said. (Bloomberg) 

EU not helping May 

European leaders toughened their stance on Brexit, removing some of the helpful parts 
of a communique that diplomats had drafted in advance. At the same time, the EU is 
stepping up plans for a no-deal departure. EC President Jean-Claude Juncker said the 
bloc would publish new no-deal preparation documents on Dec. 19. Some of PM 
Theresa May's Tory colleagues say her plan might pass Parliament if she pledged to 
quit by the spring, the Sun reported.  

EU and Italy closer to a budget deal 

The European Commission and Italy are working to reach a deal quickly on the 
country's 2019 budget, the two sides said on Thursday, after Rome offered to cut its 
deficit target to avoid disciplinary action by Brussels. After weeks of reciprocal attacks 
Italian Prime Minister Giuseppe Conte announced on Wednesday he was lowering the 
goal to 2.04%. European Economic Affairs Commissioner Pierre Moscovici said he had 
held an "extremely constructive meeting" in Brussels with Italian Economy Minister 
Giovanni Tria on Thursday. 
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 TIME (LT) EVENT FCAST PRIOR 

USD 15:30 US Retail Sales 0.10% 0.80% 

USD 15:30 US Core Retail Sales 0.20% 0.70% 

In focus today  

 

 

 

 

 

 

 

Next Week: RBA policy meeting minutes, UK CPI, US FOMC policy 
decision and press conference, AU Jobs Report, BoJ Policy Decision, 
UK Jobs Report, US GDP 

The US dollar firmed against most major counterparts on 
Friday, as investor focus shifted to an expected US interest 
rate hike next week, although gains are likely to be capped on 
greater uncertainty about next year’s policy outlook. Analysts 
say the next catalyst for larger moves in the currency markets will 
be the Fed’s Dec. 18-19 meeting. The Fed is widely expected to 
raise interest rates by 25 bps, its fourth rate hike this year though 
greater focus will center on the policy outlook for 2019, over which 
there is more uncertainty. Markets will be watching for any revisions 
in the Fed’s growth and inflation outlook. The Japanese yen was 
slightly stronger at 113.48 to the US currency. The dollar has gained 
1.2% versus the Japanese currency in the past six trading sessions 
as interest rate differentials between US and Japan make the 
greenback a more attractive bet than the yen. The dollar .DXY has 
been the biggest winner of 2018, having gained 5.3% over its peers 
so far this year. The Fed is the only major central bank to raise rates 
on the back of a robust economy, accelerating inflation and steady 
corporate profits. However, in recent weeks, a softening in US 
Treasury yields and tepid data have led some analysts to forecast a 
peak for the dollar. Comments from Fed officials have also been 
read as dovish by the market, where they have signaled that 
interest rates are nearing their “neutral range”. 

The Chinese yuan weakened following weaker-than-expected 
data that showed China's November retail sales grew at the 
weakest pace since 2003 and industrial output rose the least in 
nearly three years. The offshore yuan traded at 6.8867, slipping 
0.15% against the dollar. With economic growth faltering, most 
analysts are expecting support measures from Chinese authorities 
including interest rate cuts to support the economy which would 
likely keep the yuan under pressure. The Australian dollar halted 
three days of gain as a raft of data showed China’s economy is 
losing momentum. China is Australia's largest trade partner. 

The NZ dollar slumped after the RBNZ said it may require 
lenders to hold more capital. The bank said it was considering 
almost doubling the required capital banks would need to hold to 
bolster the financial system's capacity to handle any shocks. 

The euro traded flat, having struggled to stay in positive 
territory in the previous session. The ECB formally ended its 
2.6 trillion euro crisis-fighting bond purchase scheme on 
Thursday. However, monetary policy is most likely to remain 
accommodative as ECB President Mario Draghi warned that the 
euro area’s growth outlook is likely to remain weak amid threats of a 
global trade war and the prospect of a hard Brexit. 

The British pound traded under pressure after British Prime 
Minister Theresa May appealed to fellow EU leaders for 
concessions to help her win support in parliament next month 
for a deal that can smooth Britain's exit from the EU. The pound 
had posted two consecutive sessions of gains versus the greenback 
after May fought off a bid to unseat her by colleagues. 

Oil prices dipped amid concerns over slowing economic 
growth in China and as investors cashed in on gains of over 
2% from the previous session, although supply cuts agreed last 
week by major crude producers offered some support. Chinese 
November oil refinery throughput fell from October, which was the 
2nd-highest month on record, suggesting an easing in oil demand, 
though runs were 2.9% higher than a year earlier. 
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Major Company News 

 Apple Inc, facing a court ban in China on some of its iPhone models 
over alleged infringement of Qualcomm Inc patents, said on Friday it 
will push software updates to users in a bid to resolve potential issues. 

 Apple Inc said on Thursday it would spend $1 billion to build a second 
campus in Austin, Texas, that will house up to 15,000 workers as part 
of a broader push by US companies to create more domestic jobs. 

 Starbucks Corp said on Thursday it was partnering with UberEats for 
delivery from about 3,500 US stores and would nearly double its 
outlets in China over the next four years, but forecast that same-store 
sales would remain steady, sending shares down 3%. 

 Deutsche Telekom, Europe's largest telecoms company, said on 
Friday it was reviewing its network vendor strategy in light of a debate 
on the security of Chinese network equipment that it was taking "very 
seriously". 

 Shares in US carrier Delta Air Lines dropped 4% in Thursday morning 
trading on concerns that slowing global economies would limit the No. 
2 US airline's revenue growth in 2019 despite strong travel demand. 

 French luxury group LVMH Moet Hennessy Louis Vuitton SE is near a 
deal to buy UK-based high-end hotels operator Belmond Ltd for about 
$25 per share in cash, the Wall Street Journal reported on Thursday. 

 Adobe Systems Inc on Thursday reported a 22.8% rise in quarterly 
revenue, helped by higher subscriptions for its flagship Creative Cloud 
suite of software that includes Photoshop. 

 Costco Wholesale Corp on Thursday reported quarterly revenue 
above Wall Street estimates.Shares of the company were down nearly 
4% at $218.49 in extended trade. 

Instacart said on Thursday it will stop delivering groceries for Whole 
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Asian shares tumbled on Friday after China reported a set of 
weak data, fanning fresh worries of a slowdown in the world's 
second-biggest economy and leaving investors fretting over 
the wider impact of a yet unresolved Sino-US trade dispute. 
MSCI's broadest index of Asia-Pacific shares outside Japan fell 
1.3%. Japan's Nikkei, also dragged down by the country's weak 
tankan sentiment index, dropped 2.0%. China's benchmark 
Shanghai Composite and the blue-chip CSI 300 closed down 1.5% 
and 1.7%, respectively, and Hong Kong's Hang Seng was off 1.5%. 
Financial spread-betters expect London's FTSE Frankfurt's DAX 
and Paris's CAC to fall between 0.7 and 0.8% when they open. 

US stocks were mixed yesterday. The S&P 500 finished little 
changed after a volatile session on Thursday, as investors 
continued to be spooked by uncertainty on both domestic and 
international issues, driving up bids for defensive shares while 
financials and consumer discretionary stocks were the biggest 
drags. The Dow eked out a gain. The S&P oscillated between 
positive and negative territory after failing to sustain an opening rally 
spurred by hopes for progress in US-China trade negotiations. A 
Chinese Commerce Ministry spokesman had said Washington and 
Beijing were in close contact over trade. Some analysts cited 
worries on issues ranging from the US Fed’s interest rate hikes, a 
flattening US Treasury yield curve and the US-China trade talks to 
uncertainty about Brexit, Italy and EU monetary policy. At its 
session high the S&P was up 0.75%. Trading has been choppy all 
week with major stock indexes failing to hold direction for a full 
session. Also fuelling investor fears, a Reuters poll showed that 
strategists expect the US Treasury yield curve to invert next year, 
possibly within the next six months, much earlier than forecast just 
three months ago, with a recession to follow as soon as a year after 
that. The defensive sectors were the three biggest%age gainers out 
the 11 major S&P sectors. Utilities rose 0.9%, real estate 0.6% and 
consumer staples 0.7%. The S&P’s financial sector was down 0.6% 
as bank stocks .SPXBK fell 1%. The next biggest drag was the 
consumer discretionary index, which fell 0.44% and was hurt by 
retail stocks. The S&P retail index snapped a three-day rally with a 
0.4% drop. Under Armour, hitting a five-day losing streak, slid 5.2% 
on Thursday after the sportswear maker forecast 2019 revenue 
growth and profit below Wall Street estimates. The materials sector 
was the S&P’s biggest %age loser with a 1.1% drop. General 
Electric Co rose 7.3% after JP Morgan upgraded the industrial 
conglomerate’s shares to “neutral.” 

Most Gulf stock markets rose yesterday. The Dubai stock 
market rose for a third straight day because of bargain-hunting 
in beaten-down real estate stocks. There has been no clear sign 
of a pick-up in Dubai's sluggish real estate market but low 
valuations are encouraging some investors to return to stocks, with 
the Dubai index trading at about 7.3 times trailing earnings 
compared to 12.5 times for the MSCI emerging market index. 
Trading volumes in Dubai on Thursday were the highest since early 
September. Egypt gained for a fourth straight day. Real estate 
stocks also helped Egypt's blue-chip index gain; it rose 1.1 percent 
with Talaat Mostafa Group adding 5.7 percent. 



EU plays hardball with May, rejecting pleas for Brexit help 

(Bloomberg) European leaders rebuffed Theresa May’s pleas 
to help her sell the Brexit agreement to a skeptical UK 
Parliament, toughening their stance as they stepped up 
planning for a chaotic no-deal divorce. May had come to 
Brussels hoping to secure some additional "assurances" on the 
most controversial part of her Brexit deal -- the so-called Irish 
border backstop. While she made clear she wasn’t expecting a 
breakthrough straight away, she urged leaders to do everything 
they could to make the accord more acceptable at home. But 
instead of giving her what she needs, leaders hardened their 
approach. They toughened the language of their communique, 
taking out some of the most helpful parts that diplomats had 
drafted in the run-up to the meeting. The pound fell. “Theresa 
May has led a courageous fight but unfortunately we are not 
seeing the results," European Commission President Jean-
Claude Juncker told reporters. He told May to come up with 
new ideas to fix the problem. If May can’t persuade Parliament 
to back her plan, Britain will be on course to crash out of the 
club of 28 countries in just over three months’ time, unleashing 
political and economic chaos. Alternatively, she risks 
Parliament pushing her to rip up her Brexit plan, or even into a 
second referendum. On Monday, May was forced to cancel a 
planned parliamentary vote to ratify her Brexit deal because 
she knew she’d lose. Two days later, she was fighting an 
attempt to oust her as prime minister from members of her own 
Conservative party dismayed at her handling of the UK’s exit 
from the EU. She survived the vote, but most of parliament still 
opposes her deal. 

China's economy still slowing  

(Bloomberg) China’s economy slowed again in November as 
retail sales and industrial production weakened, creating a 
challenging backdrop for policy makers who gather next week 
to set the tone for the year at their annual Economic Work 
Conference in Beijing. Industrial production growth decelerated 
to 5.4%, below all 38 economists’ estimates. Retail sales -- 
formerly a pillar of support for the economy -- posted the 
weakest performance since May 2003, rising 8.1% from a year 
earlier. Chinese stocks fell along with the currency as data 
signaled a deepening slowdown. It wasn’t all bad news though. 
Fixed-asset investment growth firmed, expanding 5.9% in the 
first eleven months of the year, and the surveyed jobless rate 
dropped marginally to 4.8%. That suggests stimulus to cushion 
the slowdown is beginning to take root. The data point to a 
continuation of 2018’s targeted approach to support growth. 
People’s Bank of China Governor Yi Gang indicated as much 
late Thursday, saying that monetary policy will remain 
supportive. Economists expect such support to involve another 
200 basis points of reduction to the required reserve ratio for 
major banks, a measure that’s been used several times this 
year, according to Bloomberg survey published Friday. 

Fed to slow 2019 hikes as downside risks mount, poll  

(Bloomberg) Fed officials will pull the trigger on another interest
-rate increase next week before slowing the pace of hikes in 
2019 as risks to the US economy mount, according to a new 
Bloomberg survey of economists. They expect the Fed will 
raise rates by a quarter %age point at its Dec. 18-19 meeting 

TOP SELECTED NEWSTOP SELECTED NEWSTOP SELECTED NEWS   
while dialing back the number of moves next year to two, in 
March and September, from the three hikes economists saw in 
September. Median responses in the Dec. 7-11 poll also 
anticipate one additional hike in mid-2020 when the rate would 
peak in this tightening cycle at a target range of 3% to 3.25%. 
The somewhat more dovish expectations fit with a more 
cautious tone projected in recent weeks by Fed policy makers, 
including Chairman Jerome Powell, and with the anxiety 
exhibited in financial markets. Since the end of September, the 
S&P 500 Index of US stocks has plunged more than 9%. 

Japan ruling bloc endorses tax breaks on cars, homes; 
fiscal reform in doubt 

(Reuters) Lawmakers from Japan's ruling coalition said on 
Friday they will give tax breaks to car buyers to offset a sales 
tax hike planned for next year, amid the looming threat of steep 
tariffs on Japanese auto exports to the US. In its annual tax 
code revisions, the ruling bloc also approved tax cuts on 
housing mortgages, out of fear an increase in the sales tax 
from 8% to 10% in October 2019 could cause sales of big-ticket 
items to slump. "We decided to take considerable steps to level 
off the impact on cars and housing - two main pillars of 
consumption - from the planned sales tax hike," Yoichi 
Miyazawa, tax panel head of the ruling Liberal Democratic 
Party, told reporters. The tax breaks underscore Prime Minister 
Shinzo Abe's will to spend big to avoid a repeat of the 
economic downturn caused by the April 2014 sales tax hike to 
8% from 5%, as he is putting fiscal reform on the backburner. 
Abe has twice postponed the planned hike to 10%. But he has 
vowed to go ahead this time by taking "more than enough 
steps" to cushion the impact and to level off a surged in 
demand before the hike and a pullback afterward. 

Ghosn's pay at Renault found compliant as Nissan divide 
widens 

(Bloomberg) A Renault SA probe found that jailed Chief 
Executive Officer Carlos Ghosn’s compensation at the French 
carmaker complied with French law, sending another signal of 
division with its alliance partner Nissan Motor Co. A preliminary 
review of the years 2015 to 2018 found nothing amiss on pay to 
the executive, who was indicted in Japan for understating his 
income, Renault said in a statement Thursday. The board 
opted to keep in place interim top management and not oust 
him, saying it doesn’t have information about Ghosn’s defense. 
Renault also agreed to jointly investigate with Nissan their 
alliance’s Amsterdam-based holding company called RNBV, 
according to a person familiar with the matter. Lawyers are in 
talks to define the scope, the person said. “Nissan remains 
steadfast in its commitment to the Alliance and will continue to 
support its partners in the best interests of shareholders, 
customers and employees,” the Japanese automaker said in an 
emailed response to a request for comment. 
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This document is for information purposes only and does not take account of the specific circumstances of any recipient. The information 
contained herein does not constitute the provision of investment advice. It is not intended to be and should not be construed as a 
recommendation, offer or solicitation to acquire, or dispose of, any of the financial instruments mentioned in this document and will not 
form the basis or a part of any contract or commitment whatsoever.  

The information in this document is based on data obtained from sources believed by Bank of Beirut to be reliable and in good faith, but no 
representations, guarantees or warranties are made by Bank of Beirut with regard to accuracy, completeness or suitability of the data. The 
opinions and estimates contained herein reflect the current judgment of the author (s) on the data of this document and are subject to 
change without notice. The opinions do not necessarily correspond to the opinions of Bank of Beirut. Bank of Beirut does not have an 
obligation to update, modify or amend this document or to otherwise notify a reader thereof in the event that any matter stated herein, or 
any opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate.  

The past performance of financial instruments is not indicative of future results. No assurance can be given that any opinion described 
herein would yield favorable investment results. Any forecasts discussed in this document may not be achieved due to multiple risk factors 
including without limitation market volatility, sector volatility, corporate actions, the unavailability of complete and accurate information and/
or the subsequent transpiration that underlying assumptions made by other sources relied upon in the document were inapposite.  

Neither Bank of Beirut nor any of its respective directors, officers or employees accepts any responsibility or liability whatsoever for any 
expense, loss or damages arising out of or in any way connected with the use of all or any part of this document.  

This document is for the use of the addressees only and may not be reproduced, redistributed or passed on to any other person or 
published, in whole or in part, for any purpose, without the prior, written consent of Bank of Beirut. The manner of distributing this 
document may be restricted by law or regulation in certain countries, including the United States. Persons into whose possession this 
document may come are required to inform themselves about and to observe such restrictions. By accepting this document, a recipient 
hereof agrees to be bound by the foregoing limitations. 
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