
GLOBAL MARKETS 

Copyright: Bank of Beirut 2019 - Research Department - Global Markets Division 

Tuesday, January 15, 2019Tuesday, January 15, 2019Tuesday, January 15, 2019   

Markets in brief 

 Asian stocks lifted up on news that China might add more stimulus to its slowing 

economy.  

 Safe-haven dropped further while commodity currencies like the Australian dollar 

firmed up. 

 British pound investors would be closely watching today’s Brexit vote that is expected 

to start around 21:00 LT. 

 U.S. dollar continued to trade under pressure. 

 Oil prices inched higher amid supply cuts. However global economic slowdown could 

limit any uptrend. 

 U.S. stocks closed down yesterday as investors awaited the start of earnings season. 

 Most Gulf stocks fell yesterday with Saudi index snapping a 7-day winning streak. 

Brexit facing crucial vote .... 

Prime Minister Theresa May is set to see her Brexit deal rejected in the biggest 
Parliamentary defeat for a British government in 95 years after her last minute pleas for 
support appeared to fall on deaf ears. The battle now is over not whether May loses, but 
how badly. At least 70 of her Conservative Party, as well as sometime allies in the 
Democratic Unionist Party, are publicly pledged to join opposition Members of 
Parliament in voting against her agreement Tuesday. That would translate into a defeat 
by a margin of 150 or more, the largest in over a century. Even if some abstain, a defeat 

by more than 100 would be the worst since 1924.  

... Will there be delay for Brexit? 

U.K. and EU officials assume Britain will leave the bloc later than March 29 if indeed 
Theresa May's Brexit deal is shot down in Parliament today, people familiar said. If she 
loses heavily, EU officials think she'll have no option but to extend Article 50. Markets 

are bracing for sundry options.  

China signaling more stimulus 

China will aim to achieve "a good start" in the first quarter for the economy, the state 
planner said on Tuesday, signaling authorities could roll out more stimulus measures in 
the near term to counter slowing growth. China will strengthen monitoring of its 
economic situation and improve its "reserve" of economic policies, the National 
Development and Reform Commission (NDRC) said in a statement. Sources told 
Reuters last week that Beijing was planning to lower its growth target to 6-6.5% this year 
after an expected 6.6% in 2018, the slowest pace in 28 years. The proposed target, to 
be unveiled at the annual parliamentary session in March, was endorsed by top leaders 
at the annual closed-door Central Economic Work Conference in mid-December, the 

sources told Reuters. 
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 TIME (LT) EVENT FCAST PRIOR 

GBP During day UK Brexit Vote   

EUR 12:00 Eurozone Trade Balance 13.2B 12.5B 

USD 15:30 US PPI MoM -0.10% 0.10% 

USD 15:30 US Core PPI MoM 0.20% 0.30% 

EUR 17:00 ECB Draghi speaks   

     

     

In focus today  

 

 

 

 

 

 

 

 

 

Wednesday: AU Consumer Sentiment, UK BoE Carney speaks, UK 
CPI, PPI, RPI, US Fed Beige Book, EIA Weekly Report 

Thursday: BoJ Kuroda speaks, US Initial Jobless Claims 

Friday: UK Retail Sales, Canada CPI, US Consumer Sentiment 

The US dollar weakened on Tuesday on heightened 
expectations the Fed will hold off on raising rates this year due 
to a slowdown in global growth, while sterling edged up ahead 
of Britain's parliamentary vote on its Brexit plan. Worries over 
the US economy losing steam as well as a shock contraction in 
Chinese trade have fanned worries about a sharp global slowdown, 
which will likely keep the Fed from tightening monetary policy further 
this year. The dollar index (DXY) was flat at to 95.58. Interest rate 
futures markets are pricing in no further US rate hikes in 2019. Fed 
Chairman Jerome Powell said last week the US central bank has 
the ability to be patient on monetary policy given that inflation 
remains stable. The euro was almost unchanged against the 
greenback at $1.1473, while the Canadian dollar strengthened by 

0.15% to C$1.3265. 

British pound will be in focus as British Prime Minister Theresa 
May must win a vote in parliament later on Tuesday to get her 
Brexit deal approved or risk a chaotic exit for Britain from the 
EU. The numbers are not in May's favor and her chances of winning 
the vote look extremely slim. May needs to secure 318 votes to win. 
Sterling gained 0.3% to $1.2901 ahead of the vote. But other 
analysts expect the pound will take a major beating if May loses the 

vote by a wide margin. 

The Australian dollar and kiwi dollar, both considered proxies 
for global risk appetite, were up more than 0.2% each, having 
recovered from Monday's lows. Sentiment was aided by a fresh 
round of commitments from Chinese policymakers to stimulate their 
economy though fiscal and monetary steps. The Aussie was at 
$0.7214, while the kiwi dollar fetched $0.6843. The Aussie dollar 
has stabilized above the $0.72 level and most analysts think it 
points to Chinese growth likely bottoming out in the next few 
quarters. Given the sharp slowdown in economic activity and the 
negative impact of the US-Sino trade dispute on the Chinese 
economy, analysts are hopeful that leaders of the two countries will 
reach a comprehensive trade deal in the coming weeks. Trade 
tensions between the world's two largest economies had rattled 

financial markets for most of last year. 

Oil prices rose by more than 1% on Tuesday amid supply cuts 
led by producer club OPEC and Russia, although a darkening 
economic outlook may soon weigh on growth in fuel demand. 
The Middle East-dominated producer club of the OPEC and some 
non-OPEC allies, including Russia, agreed in late 2018 to cut 
supply to rein in a global glut. In the US, the amount of rigs looking 
for new oil production has dropped from a 2018-peak of 888 to a still 
high number of 873 in early 2019, pointing to a potential dent in 

production growth which was at more than 2 million bpd last year.  
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Major Company News 

 CME Group Inc said on Tuesday it plans to launch an e-auction 
platform with Enterprise Products Partners LP for US spot crude oil 
export cargoes to be priced based on WTI Houston futures. 

 Japan's SoftBank Corp plans to lead another investment round in 
Katerra that would value the California-based construction company at 
more than $4 billion, the Information reported on Monday. 

 Pernod Ricard will meet activist hedge fund Elliott this month as the 
family-backed spirits firm faces pressure to improve its margins, 
sources familiar with the situation said. 

 PG&E Corp, owner of the biggest US power utility by customers, said 
on Monday it is preparing to file for Chapter 11 bankruptcy protection 
as soon as this month amid pressure from potentially crushing 
liabilities linked to California's catastrophic wildfires in 2017 and 2018. 

 Reinsurer Swiss Re expects a $1.3 billion claims burden from natural 
and man-made catastrophes in Q4, as California wildfires, Asian 
typhoons and the loss of a satellite hit its results at the end of 2018. 

 Newmont Mining Corp. will buy rival Goldcorp Inc. in a deal valued at 
$10 billion, creating the world’s largest gold miner and cementing a 
return of M&A to the industry. 

 Two recent large M&A deals in the gold sector have prompted 
speculation that Newcrest Mining , Kinross Gold Corp and B2Gold 
Corp may be among the next gold companies to combine with a rival, 
bankers and analysts said (Reuters) 

 FAA approval of aircraft such as Boeing's MAX and new routes like 
Southwest Airline Co's Hawaii launch are on hold due to the US 
government shutdown, delaying commercial operations. 

 Regulators in the US state of Alaska will investigate all of the oil and 
natural gas wells operated by BP Plc at its Prudhoe Bay oil field after 
the release of a small amount of crude oil and gas from a well that had 
earlier been shut. 

Tuesday, January 15, 2019Tuesday, January 15, 2019Tuesday, January 15, 2019   

Asian stocks rose on Tuesday, supported by a bounce in 
Chinese shares amid hopes for government stimulus. MSCI's 
broadest index of Asia-Pacific shares outside Japan recovered from 
early losses and advanced 1.3%. South Korea's Kospi hit a one-
month high and Japan's Nikkei added 1%. In China, the CSI300 
index of Shanghai and Shenzhen shares was up 1.98 amid 
expectations of more government policy measures to prop-up a 

slowing economy. 

US stocks declined on Monday as an unexpected drop in 
China’s exports reignited worries of a global economic 
slowdown and prompted caution among investors as the 
corporate earnings season kicked off. Data showed that China’s 
exports unexpectedly fell the most in two years in December and 
imports also contracted. The drop pointed to further weakening of 
the world’s second-largest economy and faltering global demand. 
Chipmakers, which get a sizable portion of their revenue from 
China, took a hit, with the Philadelphia SE Semiconductor Index 
down 1.6%. The technology sector’s 0.9% fall was the biggest drag 
on the S&P 500. As worries over global growth have mounted, lofty 
expectations for US corporate growth have subsided. Analysts now 
estimate that S&P 500 earnings will grow 14.3% year-over-year for 
the fourth quarter, whereas in October they forecast a 20.1-percent 
jump, according to IBES data from Refinitiv. Apple Inc had pointed 
to slowing demand in China when it cut its revenue forecast on Jan. 
2. However, earnings season began on a positive note as Citigroup 
Inc beat profit estimates. The bank’s shares rose 4.0% and 
bolstered the S&P financial sector, which rose 0.7%. JPMorgan 
Chase & Co and Wells Fargo & Co are set to report earnings on 
Tuesday. Adding to the downbeat mood on Monday, the partial 
government shutdown entered its 24th day, making it the longest 
shuttering of federal agencies in US history. Shares of PG&E Corp 
plunged 52.4% after the US power utility said it was preparing to file 
for Chapter 11 bankruptcy for all of its businesses. Despite 
Monday’s drop, the S&P 500 has climbed nearly 10% from its 
Christmas Eve low as optimism over US-China trade talks and 
expectations that the Fed will slow its pace of interest-rate hikes 

have driven a recent stock rally. 

Most Gulf stock markets dropped yesterday, mirroring a slide 
in global stocks amid fears of a slowdown in global growth. 
Saudi index snapped a 7-day winning streak as its petrochemicals 
were pulled down by sliding oil prices. Egypt's blue-chip index fell 

1.4%, weighed down by financial shares. 



China making tax cuts key weapon against the slowdown 

(Bloomberg) China’s government is turning increasingly to tax 
cuts as the first line of defense against a slowing economy, in a 
departure from the wasteful infrastructure binges of the past. 
Further evidence of the shift emerged Tuesday, as senior 
policy officials pledged that tax reductions on a “larger scale” 
are in the pipeline, amid worsening economic data. JPMorgan 
Chase & Co. economists estimate the total impact will be 
around 2 trillion yuan ($300 billion), or 1.2% of gross domestic 
product. Last May the government cut value added taxes for 
m a n u f a c t u r i n g ,  t r a n s p o r t a t i o n ,  c o n s t r u c t i o n , 
telecommunications and farm produce industries, followed by a 
cut in personal income taxes and the introduction of more 
deductions. Earlier this month, the State Council announced a 
$29-billion annual tax cut plan for small companies. The 
change of approach is being driven largely by China’s large 
debt load, which makes funding a splurge on bridges and 
railways -- like that following the 2008 financial crisis -- 
dangerous for financial stability. Against the backdrop of 
slowing global growth and the trade war with the US though, it’s 
not clear whether the new approach will be enough to stabilize 
the economy. 

Trump took responsibility for shutdown  

(Bloomberg) Trump said a month ago that he’d gladly take the 
blame for a government shutdown over his proposed border 
wall. Polls show he’s getting it. Six surveys taken since the 
partial government closure began last month tell a consistent 
story -- half or more Americans believe Trump and his party are 
responsible for the shutdown, while one-third or fewer point the 
finger at Democrats.  Holding the president responsible marks 
a reversal in polling from previous shutdowns, and it’s raising 
pressure on Senate Republicans, some of whom have begun 
calling for Trump to relent and re-open the government while 
Congress debates funding for border security. 

ECB asked banks to fully cover impaired loans by 2026 

(Reuters) The European Central Bank has asked lenders under 
its oversight to put aside more money to fully cover their 
impaired loans by around 2026, a source-based report in Italian 
newspaper Il Sole 24 Ore said on Tuesday. The report focused 
in particular on Italian banks, saying the country's lenders were 
burdened by the highest amount of impaired loans in Europe. 
The banks could not comply with the regulator's request if they 
were able to explain why, the paper also said. 

Deutsche Bank's future lies in hands of these six players 

(Bloomberg) Deutsche Bank AG ended 2018 as the worst-
performing European banking stock following a string of 
scandals and what looks to be a weak final quarter. The steady 
drumbeat of bad news has revived speculation that Germany’s 
largest lender may be forced to seek a radical solution to its 
travails: A merger with Commerzbank AG, a domestic rival that 
came a close second to Deutsche Bank in terms of losing value 
last year. A sense that the current malaise can’t be allowed to 
last has been growing. Here are the main people who could 
make or break such a move. Representatives for their 
institutions declined to comment. Deutsche Bank’s chief 
executive officer still hopes to demonstrate that his turnaround 

TOP SELECTED NEWSTOP SELECTED NEWSTOP SELECTED NEWS   
plan -- the bank’s fourth in as many years -- will revive the 
company. Although he’s open to the idea of a merger in the 
future, he has said that nothing will happen before the end of 
this year as he still plans to complete other projects first, 
including the integration of Deutsche Bank’s two domestic retail 
units. He’s also holding out for a rebound of the lender’s share 
price that would help him avoid going into merger negotiations 
from a position of weakness. 

Volkswagen, Ford to announce automotive alliance 

(Reuters) Volkswagen AG and Ford Motor Co are expected to 
unveil an alliance on Tuesday that combines forces on 
commercial vehicles and is likely to expand into joint 
development of electric and self-driving technology, moves 
meant to save the automakers billions of dollars. Ford and VW 
will announce their partnership against the backdrop of the 
Detroit auto show, VW Chief Executive Herbert Diess told 
reporters on Monday. The companies in recent months have 
discussed cooperating in vans and other commercial vehicles, 
and have said that any expanded alliance would not involve a 
merger or equity stakes. They have scheduled a joint 
conference call at 8:30 a.m. EST (1330 GMT) to provide an 
update on the status of the proposed collaboration. The two 
automakers have been exploring closer cooperation as trade 
frictions force carmakers to rethink where they build vehicles 
for Europe, the US and China. 

Global auto leaders urge Trump to end trade turmoil 

(Reuters) Auto executives gathered in Detroit on Monday called 
on the Trump administration and Congress to resolve trade 
disputes, and end the government shutdown, saying political 
uncertainty is costing the industry. US trade officials are 
negotiating a new deal with China in hopes of avoiding new 
tariffs, while a new regional trade agreement with Canada and 
Mexico still needs congressional approval. Automakers 
producing vehicles in the US are contending with US steel and 
aluminum prices driven higher by Trump administration tariffs. 
Fiat Chrysler Automobiles NV Chief Executive Mike Manley told 
reporters at the Detroit auto show on Monday that US metals 
tariffs will raise the automaker's 2019 costs by $300 million to 
$350 million, or about $135 to $160 a vehicle, based on the 
automaker's 2018 US sales. Toyota Motor Corp's executive 
vice president for North American sales, Bob Carter, said the 
company has had to raise prices three times because of higher 
tariff costs - even though 96% of steel in Toyota US vehicles is 
from US steel plants. The tariffs boosted industry vehicles 
prices by about $600 on average, he estimated. 

Tokyo court denies request for Ghosn's release on bail 

(Reuters) The Tokyo District Court on Tuesday denied former 
Nissan Motor Co Ltd Chairman Carlos Ghosn's request for 
release on bail after his indictment last week on two new 
charges, including for aggravated breach of trust. Ghosn awaits 
a lengthy criminal trial that could be as long as six months 
away, after his surprise arrest on Nov. 19. Last week, Ghosn 
was indicted for aggravated breach of trust for temporarily 
transferring personal investment losses to Nissan in 2008, and 
under-reporting his salary for three years through March 2018. 
He has denied the charges. It is rare in Japan for defendants 
who deny their charges to be granted bail ahead of trial.  
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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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