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Markets in brief 

 Despite China posting an annual economic slowdown, its positive December data 
provided some hope for the   markets. 

 Asian stocks reacted calmly to the mixed data while investors remained cautious 
ahead of a long week full of events. 

 The Australian dollar, often used a liquid proxy for China investments, firmed up. 

 In Britain, traders will be closely watching PM May’s Plan B. 

 Euro investors eyed ECB’s policy meeting on Thursday. 

 U.S. dollar would continue to be pressured by political standoffs. 

 Oil prices near 2019 highs helped by Chinese strong demand. 

China posting its slowest growth in 28 years 

China’s economic growth cooled slightly in the fourth quarter from a year earlier as 
expected, weighed down by weak investment and faltering consumer confidence as 
Washington piled on trade pressure. Q4 GDP grew at the slowest pace since the global 
financial crisis, easing to 6.4% from 6.5% in the third quarter, data from the National 
Bureau of Statistics showed on Monday. That left full-year growth at 6.6%, the slowest 
rate of expansion China has seen since 1990. December data released along with GDP 
painted a mixed picture of the economy at the end of the year, with factory output 
picking up unexpectedly while investment and retail sales continued to languish. 

Ongoing Brexit mess: May works on backstop … EU split over the delay 

Theresa May won't bother trying to secure a cross-party consensus because she 
doesn't want to split her Conservative Party. Instead she'll plow on seeking changes to 
the Irish backstop component of her deal with the EU, people familiar said. EU 
governments disagree over how long they think the U.K. should delay Brexit, with some 
pushing for an extension of as much as a year, diplomats said. While some countries 
think the EU should offer Britain a generous period to negotiate a deal that will win the 
backing of Parliament, possibly after a second referendum, others oppose a 
postponement of any sort and want pressure to be put on the U.K. to accept a deal as 
soon as possible, according to four EU diplomats. May, who is readying her Plan B, 
hasn't requested more time. 

U.S.-China talks positive…but still falling short 

Washington and Beijing have so far made little progress on America's core demands of 
ending alleged Chinese theft of intellectual property and halting China's practice of 
forcing foreign companies to hand over technology, people familiar said. So far 
discussions have amounted to little more than an airing of grievances rather than 
constructive negotiations. Moreover, the White House is preparing an executive order 
that may restrict Chinese state-owned telecom firms from operating in the U.S. over 
national security concerns, people familiar said. The order wouldn't name companies 
such as Huawei or ZTE but would give more authority to the Commerce Department to 
review products from firms linked to adversarial nations. Huawei founder Ren Zhengfei 
warned of job losses as the company faces "times of hardship," the FT reported. 

Trump offering a plan to end shutdown 

Trump said he would extend protections for three years for so-called Dreamers -- young 
people bought to the country illegally as children --and make other concessions in 
exchange for his demanded $5.7 billion toward a border wall. The offer doesn’t signal 
the shutdown is any closer to ending, but it may begin a serious dialogue -- or it could 
be a strategically-timed attempt to put the ball back in the Democrats’ court, days before 
federal workers are scheduled to miss another paycheck 
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EUR 13:00 German BuBa Monthly Report -0.80% 1.40% 

     

In focus today  

 

 

 

 

 

 

Tuesday: UK Jobs Report, Eurozone ZEW Economic Sentiment, NZ 
CPI 

Wednesday: BoJ Outlook Report, BoJ Policy Decision + Press 
Conference, Canada Retail Sales 

Thursday: AU Jobs Report, Eurozone Flash Manufacturing PMI, ECB 
Policy Decision + Press Conference, US Initial Jobless Claims 

Friday: German Ifo Business Climate 

The US dollar held steady near a two-week high against a 
basket of currencies on Monday, as investor risk appetite held 
up despite the latest data showing China’s 2018 economic 
growth slowing to a near three-decade low. The dollar index, 
which measures its strength against a group of six major currencies, 
was steady at 96.257 .DXY after climbing to 96.394 on Friday, its 
strongest since Jan. 4. Hopes for a thaw in US-China trade 
tensions, a more dovish-sounding Fed and optimism that Britain 
could avoid a “No-Deal” Brexit are some of the factors that have 
fanned the return in investor risk appetite, which went into a deep 
freeze in December as global equity markets tumbled. Along with a 
decline in Treasury yields earlier in the month which had 
accompanied the retreat in equities, the dollar index had slipped to 
a three-month low near 95.00 on Jan. 10.  The US-China trade 
friction has already put pressure on China’s economy, with the 
latest data showing the world’s second-biggest economy slowing 
further in the last quarter of 2018. Markets appeared to take the 
outcome, largely in line with expectations, in their stride. The dollar 
was down 0.1% at 109.64 yen, taking a pause after climbing to a 
three-week high of 109.895 on Friday. The greenback had gained 
more than 1% against its Japanese peer last week. The euro 
nudged up 0.16% to $1.1381 but remained in close reach of a 2-
week low of $1.1353 brushed on Friday. The 10-year Treasury note 
yield rose to a three-week high of 2.799% on Friday, continuing its 
rise from a one-year low of 2.543% plumbed early in January. The 
US financial markets will be closed on Monday for Martin Luther 
King Jr. Day. 

The British pound was flat at $1.2871. Sterling had climbed to a 
two-month peak of $1.3001 on Thursday on growing 
confidence that Britain can avoid leaving the EU without a deal, 
but faced profit-taking on Friday. British Prime Minister Theresa 
May will on Monday put forward a motion on her proposed next 
steps. Over the following week, lawmakers will be able to propose 
alternatives. They will debate these plans on Jan. 29, and voting on 
them should indicate whether any could get majority support. 

The Australian dollar was steady at $0.7172 after ending Friday 
on a loss of 0.3%. The Aussie was largely unfazed by China’s 
growth numbers though analysts agree that any sharp drop in 
demand from its biggest trading partner would put a dent in 
local assets. Australia’s close trading links with the world’s second-
biggest economy means its currency is often regarded as a proxy to 
China-related trades.  

Oil prices rose to their highest for 2019 on Monday after data 
showed refinery processing in China, the world's second-
largest oil consumer, climbed to a record in 2018, despite a 
slowing economy last year. Prices are further being supported by 
supply cuts led by the Organization of the Petroleum Exporting 
Countries (OPEC), analysts said. Traders said the price rises came 
after data released by China's National Bureau of Statistics on 
Monday showed crude oil refinery throughput climbed to record 
603.57 million tonnes in 2018, or 12.12 million barrels per day (bpd), 
up 6.8% from the previous year. 
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Major Company News 

 Tesla Inc said on Friday it would cut thousands of jobs to rein in costs 
as it plans to increase production of lower-priced versions of its crucial 
Model 3 sedan, sending its shares down as much as 10%. 

 General Motors Co executives on Friday bucked gloomy forecasts for 
growth and sent the automaker's shares soaring, promising investors 
stronger 2019 earnings and outlining ambitious plans for its Cadillac 
brand to challenge Tesla Inc in the growing electric vehicle market. 

 Bombardier is making progress resolving problems with double-decker 
passenger trains which have drawn criticism from buyer Swiss Federal 
Railways (SBB), the company's Swiss country chief has told a local 
newspaper. 

 Tiffany & Co tempered its yearly profit forecast on Friday after the 
luxury jeweler's holiday sales fell unexpectedly as Chinese tourists 
spent less globally due to a stronger dollar and demand softened in 
Europe and at home. 

 Rupert Murdoch's London-based newspapers The Times and Sunday 
Times have asked the British government for permission to share 
resources across both titles, a move that is barred under rules 
imposed when the media mogul bought both newspapers in 1981. 

 French supermarket retailer Casino (CASP.PA), in the process of 
divesting assets to cut debts, has agreed to sell six of its 'Geant' 
hypermarket stores to domestic rival Leclerc for 100.5 million euros 
($114 million). 

 Telecom Italia (TIM) has suffered a setback in its plan to assuage 
pressures for a separation of its prized network assets by placing them 
into a wholly owned subsidiary, as the industry regulator said it was 
opposed to the proposal. 
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Asian markets kept their nerve on Monday as data showed the 
Chinese economy slowed at the end of last year, underlining 
the urgent need for more stimulus as Beijing wrestles with the 
US over trade. Investors are also waiting to hear British Prime 
Minister Theresa May’s ‘Plan B’ for Brexit which is due to be 
presented to parliament later on Monday. The world’s second-
largest economy grew 6.4% in the fourth quarter from a year earlier, 
as had been expected and matching levels last seen in early 2009 
during the global financial crisis. Yet there were some bright spots 
with industrial output rising a surprisingly strong 5.7%, while retail 
sales rose 8.2% in December, from a year earlier. Markets reacted 
calmly, with MSCI’s broadest index of Asia-Pacific shares outside 
Japan up 0.4%, after rising 1.6% last week. Chinese blue chips  
gained 0.49%. Japan's Nikkei added 0.26%, helped by a recent 
pullback in the yen. E-Mini future for the S&P 500 ESc1 eased 
0.1%, though trade was light with the US on holiday. 

US stocks rallied on Friday, helping Wall Street's major indexes 
advance for the fourth consecutive week, as increased hopes 
the US and China would resolve their trade dispute lifted 
shares across sectors. The market was boosted after a 
Bloomberg report said China sought to raise its annual goods 
imports from the US by a combined value of more than $1 trillion in 
order to reduce its trade surplus to zero by 2024. The news followed 
a report on Thursday that US Treasury Secretary Steven Mnuchin 
was considering lifting some or all tariffs imposed on Chinese 
imports. A Treasury spokesman denied Mnuchin had made any 
such recommendation. A strong rally in January has put the 
benchmark S&P 500 index on track for its best monthly gain since 
March 2016. The S&P 500 is now 8.9% below its Sept. 20 record 
close after dropping 19.8% below that level - near the 20-percent 
threshold commonly considered to confirm a bear market - on 
Christmas Eve. For the week, the Dow rose 2.96%, the S&P 500 
gained 2.87%, and the Nasdaq added 2.66%. All three indexes 
registered their biggest four-week %age gain since October 2011. 
US stock markets will be closed on Monday for the Martin Luther 
King Jr. holiday. Industrial stocks rose 1.9%, the second-most 
among the S&P 500's major sectors, while the Philadelphia SE 
semiconductor index .SOX climbed 2.3%. Both groups of shares 
have been sensitive to trade developments. Technology stocks 
were the biggest boost to the S&P 500, rising 1.5%. Even with the 
session's gains, relatively light trading volume during the week 
indicated some investors were still waiting on the sidelines. On 
Friday, volume on US exchanges was 7.99 billion shares, compared 
to the 8.44 billion average over the last 20 trading days. Shares of 
Schlumberger NV jumped 8.1% after the oilfield services provider 
reported quarterly revenue that beat estimates. Shares of Netflix 
Inc, however, fell 4.0% after the video-streaming company forecast 
lower-than-expected revenue for the first quarter. 

Most Gulf stock markets fell on Sunday. Saudi index was 
weighed by banking sector. 



China offers a path to eliminate US trade imbalance 

(Bloomberg) China has offered to go on a six-year buying 
spree to ramp up imports from the US, in a move that would 
reconfigure the relationship between the world’s two largest 
economies, according to officials familiar with the negotiations. 
By increasing goods imports from the US by a combined value 
of more than $1 trillion over that period, China would seek to 
reduce its trade surplus -- which last year stood at $323 billion -
- to zero by 2024, one of the people said. The officials asked 
not to be named as the discussions aren’t public. The offer, 
made during talks in Beijing earlier this month, was met with 
skepticism by US negotiators who nonetheless asked the 
Chinese to do even better, demanding that the imbalance be 
cleared in the next two years, the people said. Economists 
who’ve studied the trade relationship argue it would be hard to 
eliminate the gap, which they say is sustained in large part by 
US demand for Chinese products. It’s not the first time China 
has made an offer to reduce the deficit as a way of trying to 
break the deadlock between the sides which has darkened the 
global economic outlook and roiled financial markets since last 
year. In May, Trump scrapped a framework for a deal 
negotiated by Treasury Secretary Steven Mnuchin that would 
have seen China “significantly” increase purchases of US 
goods. By agreeing to buy more goods from the US, China may 
just shift its trade surplus toward other trading partners, said 
Tom Orlik, the chief economist for Bloomberg Economics. 

Shutdown clouds outlook for consumer-driven US 
economic growth 

(Reuters) After tax cuts, rising incomes and buoyant stock 
markets set off a consumer boom in 2018, signs are emerging 
that the main engine of US economic growth could sputter, and 
a record-long government shutdown further muddies the 
waters. Fed officials and many economists have long counted 
on continued robust consumer spending to keep the economy 
chugging along, despite headwinds from recent financial 
markets turbulence, trade conflicts and weakening global 
growth. Now they fear the consumer boom could be on the 
cusp of a reversal. The warning signs span the income 
spectrum - from the well-heeled possibly cutting back after their 
stocks got hammered last fall, to the poor potentially getting 
squeezed if a lingering government shutdown delays food 
assistance payments. Economists are also not certain, for 
example, whether last year's personal income tax cut will lead 
to higher refunds and boost big-ticket purchases, such as home 
appliances, typical for this time of year, or whether the windfall 
was already spent last year when paycheck withholding 
declined. The chief financial officer at T-Mobile US told 
investors last week any delay in refunds was a concern for the 
company because its prepaid business, roughly 30% of sales, 
was "particularly sensitive" to tax refunds. 

To boost confidence in oil cut, OPEC issues quota list 

(Reuters) OPEC on Friday published a list of oil production cuts 
by its members and other major producers for the six months to 
June, an effort to boost confidence in the move designed to 
avoid a supply glut in 2019. In a statement, an OPEC and non-
OPEC ministerial panel also called on participating members of 
the Organization of the Petroleum Exporting Countries and 

TOP SELECTED NEWSTOP SELECTED NEWSTOP SELECTED NEWS   
allies to "redouble their efforts in the full and timely 
implementation" of the move. Worried by falling prices and 
rising supply, the producer group known as OPEC+ agreed in 
December to return to output cuts. They pledged to lower 
supply by about 1.2 million bpd from Jan. 1 2019, of which 
OPEC's share is 800,000 bpd. The move to make the quotas 
public reflects an effort by the producers to increase credibility 
of the deal. OPEC had initially given few details on how it would 
work and sources had said quotas would not be released. 

Nissan, Renault not ready to discuss new capital ties 

(Reuters) Nissan CEO Hirota Saikawa said on Monday that he 
had not heard directly about a reported French proposal to 
integrate the Japanese carmaker’s management with Renault, 
adding that it was not the time to discuss revising the partners’ 
capital ties. The Nikkei newspaper reported on Sunday that a 
French government delegation had informed Tokyo that it 
would seek an integration of Renault SA and Nissan, most 
likely under the umbrella of a single holding company. “Since I 
have not heard this directly, I cannot comment,” Saikawa told 
reporters. Asked about future capital ties, he said: “We are not 
at the stage for such discussions.” Japanese public 
broadcaster NHK quoted French Economy Minister Bruno Le 
Maire as telling journalists that an integration proposal was “not 
on the table now”. 

Ghosn offers stock, passports for bail 

(Reuters) Ousted Nissan Motor Co chairman Carlos Ghosn has 
offered to post stock he owns in the automaker as collateral, 
surrender his passports and submit to electronic tracking as 
part of a renewed effort to persuade a Tokyo court to grant him 
bail while he awaits trial on charges of financial misconduct, a 
spokeswoman for the car executive said. Ghosn, imprisoned 
since his arrest on Nov. 19, has asked a Tokyo District Court 
for the second time to grant him bail after a request last week 
was denied. A hearing is scheduled for Monday evening in 
Tokyo. He is willing to offer a higher bail amount to secure his 
release and remain in a Tokyo apartment his family has leased, 
the spokeswoman said, without specifying the bail amount. 
Ghosn has denied three Japanese charges of financial 
misconduct, including understating his salary for eight years 
and temporarily transferring personal financial losses to 
Nissan’s books. The Tokyo court last week denied his bail 
application, citing concerns that he was a flight risk, which the 
once-feted executive disputes.  

Toyota, Panasonic setting up EV battery JV: source 

(Reuters) Toyota Motor Corp and Panasonic Corp are set to 
launch a joint venture next year to produce batteries for electric 
vehicles (EV) in an effort to compete with Chinese rivals, a 
source familiar with the matter said. The joint venture, to be 
owned 51% by Toyota and the rest by Panasonic, could also 
provide batteries to Toyota's EV technology partners Mazda 
Corp and Subaru Corp, the source said on Sunday. The source 
declined to be identified because the talks on the joint venture 
are private. A joint venture would build on the agreement that 
the pair announced in late 2017 on joint development of 
batteries with higher energy density in a prismatic cell 
arrangement. A Toyota spokesman said the two companies 
have been working on the battery partnership announced in 
2017 and declined to comment further.  Copyright: Bank of Beirut 2019 - Research Department - Global Markets Division 
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