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Markets in brief 

 Global markets are back in turmoil as the arrest of Huawei’s CFO in Canada 
increased fears of a new standoff between China and the U.S. The markets were 

already under pressure because of the implications of an inverted U.S. yield curve. 

 U.S. stock futures and Asian stocks tumbled today signaling a weak New York trading 
session. The U.S. markets were closed yesterday. On Tuesday, the Dow Jones fell by 

800 points, its worst session since October 10 when it dropped 832 points. 

 Safe-haven yen and Treasuries rose. U.S. treasury 10-year yields dropped to the 

lowest since September.  

 The spread between the 2-year and 5-year Treasury yields inverted this week and the 
two-year/10-year spread was at its flattest in more than a decade amid a sharp fall in 

long-term rates. 

 Japanese government bond prices rose across the board and the benchmark yield 

touched a five-month low. 

 Australian dollar came under pressure on lower risk aversion, in addition to recent 

weak GDP data. 

 Oil prices were pulled down by a decline across financial markets, as concerns about 
global growth could weaken demand outlook. Today’s focus: OPEC meeting and EIA 

weekly report. 

 Gulf stock markets dropped yesterday on lower oil prices. Dubai index hit 3-year low. 

May working to gain support 

Theresa May is looking at all options as she attempts to win support for her Brexit deal. 
Among them, she's mulling a concession that would give the House of Commons a veto 
to stop the U.K. from entering the Irish backstop process, people familiar said. 
Meantime, the EU is ready to discuss extending Article 50 if the deal is voted down on 

Tuesday, the Telegraph reported. May isn't keen on that idea. 

New U.S.-China standoff? 

China urged Canada and the US to "rectify wrongdoings" after police in Vancouver 
arrested Huawei CFO Wanzhou Meng, who faces extradition to the US on suspicion she 
violated US trade sanctions against Iran. Meng, also the daughter of founder Ren 
Zhengfei, was detained on Dec. 1 and her bail hearing is set for Friday. Prices on the 

firm's dollar bonds plunged to record lows. 

Macron pushing for reforms 

Emmanuel Macron, having backed down on the fuel tax hike, said he won't retreat any 
further from his reformist agenda as his office warned there may be "great violence" on 
Saturday, when more demonstrations are planned. Premier Edouard Philippe said he 
"won't raise new taxes or deepen the deficit." He didn't say how he'll achieve these 

seemingly conflicting objectives. 
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 TIME (LT) EVENT FCAST PRIOR 

EUR  ECOFIN Meetings   

CAD 15:30 Canada Trade Balance -0.7B -0.4B 

USD 15:30 US Trade Balance -55.2B -54.0B 

CAD 15:35 BoC Poloz speaks   

USD 17:00 US ISM Non-Manufacturing PMI 59.1 60.3 

OIL 18:00 EIA Weekly Report   

In focus today  

 

 

 

 

 

 

 

 

 

 

Friday: Fed Chair Powell speaks, UK Halifax HPI, US Consumer 
Sentiment, Canada Jobs Report, US Jobs Report 

Saturday: China Trade Balance 

The US dollar fell against the yen on Thursday as growing 
investor aversion to riskier assets hit equities and pushed 
down US Treasury yields. The US currency dropped 0.28% to 
112.87 yen, handing back its modest gains made overnight. Global 
equity markets have been shaken and the dollar fell this week after 
an inversion in a part of the US Treasury yield curve triggered 
market concerns about economic growth. Adding to the jitters on 
Thursday was the arrest in Canada of a top executive of Chinese 
tech giant Huawei Technologies, fanning fears of a flare-up in 
tensions between China and the US just as the two sides are 
supposed to be resuming trade negotiations. US Treasury yields 
fell, pressuring the dollar. The 10-year Treasury yield fell to a three-
month low of 2.885% on Tuesday and last stood at 2.890%. Signals 
from the Federal Reserve last week that it may be nearing an end to 
its three-year rate hiking cycle have helped trigger the slide in 
Treasury yields. The spread between the two-year and five-year 
Treasury yields inverted this week and the two-year/10-year spread 
was at its flattest in more than a decade amid a sharp fall in long-
term rates. A flatter curve is seen as an indicator of a slowing 
economy, with lower longer-dated yields suggesting a potential 
recession down the road. Fed policymakers are still widely expected 
to raise interest rates again at their Dec 18-19 meeting, but the 
market focus is on how many rate hikes will follow in 2019. The yen, 
often sought in times of market unrest, made strides against other 
peers as well. The euro lost 0.41% to 127.88 yen, the Australian 
dollar slumped 1% to 81.45 yen and the pound fell 0.5% to 143.40 
yen. The euro was little changed at $1.1330 after retreating from 

this week’s high of $1.1419 scaled on Tuesday. 

The Australian dollar, sensitive to swings in risk sentiment, was 
down after it was already on a shaky footing after shedding nearly 
1% the previous day on weaker-than-expected third quarter 

Australian gross domestic product data. 

The British pound was a shade lower at $1.2721. Sterling had sunk 
to a 17-month low of $1.2659 at one point on Tuesday after 

parliamentary setbacks for Prime Minister Theresa May. 

Oil prices dipped on Thursday as stock markets slid and as 
traders eyed an OPEC meeting expected to result in a supply 
cut aimed at draining a glut that has pulled down crude by 30% 
since October. The Organisation of the Petroleum Exporting 
Countries (OPEC) is meeting at its headquarters in Vienna, Austria, 
on Thursday to decide its production policy in coordination with non-
OPEC producer Russia. Expectations are for a supply cut between 
OPEC and Russia to be agreed between 1 and 1.4 million barrels 

per day (bpd). 
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Major Company News 

 Tesla Inc has opened a tender process to build its Shanghai 
Gigafactory and at least one contractor has started buying materials, 
according to sources and documents reviewed by Reuters, the 
clearest indication that construction is imminent (Reuters)  

 Steinhoff International Holdings, now expects to publish its group 
audited financial statements for 2017 and 2018 by mid-April 2019, as a 
forensic investigation by auditors PricewaterhouseCoopers (PwC) has 
been delayed, the retailer said on Thursday. 

 Uber Technologies Inc's is plotting the return of its self-driving cars, 
but the company known for its hard-charging style is taking a much 
more conservative approach as it tries to recover from a fatal accident 
that upended its autonomous vehicle program. 

 Yum Brands Inc on Wednesday forecast same-store sales growth of 
2% to 3% for fiscal 2019 and said it would reduce Pizza Hut's dine-in 
operations as it sharpens its focus on delivery. 

 Canadian department store chain Hudson's Bay Co reported a jump in 
adjusted earnings on Wednesday on higher sales and margins, and its 
chief executive told Reuters that encouraging Black Friday sales bode 
well for the current quarter. 

 USA Gymnastics, the sport’s governing body, filed for bankruptcy on 
Wednesday, saying that it is staggering under the weight of lawsuits 
filed by hundreds of women who were sexually abused by former 
national team doctor Larry Nassar. 

 A Washington state regulator on Wednesday rejected Canadian 
electric utility Hydro One Ltd's proposed acquisition of rival Avista 
Corp, saying the deal would not adequately protect Avista or its 
customers from political and financial risk. 
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US stock futures and Asian shares slumped on Thursday after 
Canadian authorities arrested a top executive of Chinese tech 
giant Huawei for extradition to the US, feeding fears of a fresh 
flare-up in tensions between the two superpowers. The news 
came as Washington and Beijing are set to begin negotiations 
aimed at de-escalating their bruising trade war, which is adding to 
deepening worries over higher US interest rates and other risks to 
global growth. The sell-off looked set to extend into European 
trading, with spreadbetters expecting London’s FTSE 100 to drop 
0.9% at the open, Frankfurt’s DAX to lose 1.5% and Paris’ CAC 40 
to fall 1.4%. S&P500 e-mini futures fell almost 2% at one point in 
thin Asian morning trade and were last were down 1.3%. The losses 
in the first few minutes of trading might have been even steeper, but 
CME Group’s Chicago Mercantile Exchange implemented a series 
of 10-second trading halts that helped limit the initial drop. Japan’s 
Nikkei shed 1.9%, closing at its lowest level since Oct. 30, with semi
-conductor related shares leading the losses. Huawei is one of the 
world’s largest makers of smartphones and telecommunications 
network equipment. MSCI’s ex-Japan Asia-Pacific index lost 2.0%. 
Hong Kong’s Hang Seng dropped 2.9% while Shanghai shares 
dipped 1.7%. 

Most major Gulf stock markets slid on falling oil prices. The 
Dubai stock market fell to its lowest in nearly three years on, pulled 
down by real estate stocks, The Abu Dhabi index lost 1.4% after 
registering its biggest gain in two years on Tuesday. The emirate's 
largest bank, First Abu Dhabi Bank , declined 2.3% after surging in 
the last session, its first trading day after its weighting in MSCI's 
emerging markets index doubled. 

 

Spreads between two- and 10-year US Treasury yields tightened 
towards their narrowest in more than a decade in Asian hours on 
Thursday as government bond trade reopened following a US 
financial market holiday. The difference between the two-year 
Treasury yield and the 10-year yield contracted to 10.1 basis points 
versus 11.7 bps on Tuesday, continuing a shift in the shape of the 
curve that started earlier this week and has spooked investors. The 
spread is now near the narrowest it has been since mid-2007. US 
stock and bond markets were closed on Wednesday for a national 
day of mourning for former US President George H.W. Bush, who 
died on Friday. The flattening in the 2-10-year part and inversion in 
the short-end of the curve have rattled global equity markets as 
investors fret about a slowdown in the US economy and the impact 
that would have on the strong US dollar. The S&P index has fallen 
2.1% so far this week. US equity futures were down 1.4% in Asia on 
Thursday. The MSCI Asia index was down 1.5% at 151.65. Ten-
year bond yields were at to 2.892% on Thursday, down from their 
Tuesday close of 2.923%. They have fallen more than 20 bps over 
the past month on concerns about a global economic slowdown and 
dovish comments from the Federal Reserve officials, which spurred 
expectations the central bank may be near the end of its rate hike 
cycle. 



May hunts for `lifeboat' to stop parliament sinking deal 

(Bloomberg) Theresa May is searching for a compromise to 
avoid a crushing defeat on her Brexit deal in a key vote in 
Parliament next week. Late Wednesday the premier sent Chief 
Whip Julian Smith to negotiate a way forward with the pro-
Brexit European Research Group of Conservative lawmakers 
that would allow them to support the package she painstakingly 
negotiated with the EU over 17 months. She’s been holding 
what officials described as productive meetings in her office 
with Tory rebels, and will hold more Thursday. The idea she’s 
said to have hit on is a so-called Parliamentary "lock” that 
would mean lawmakers would need to give their consent 
before the most contentious part of the exit deal comes into 
force. It’s effectively a veto for the House of Commons which 
could vote to stop the U.K. entering the Irish border backstop 
arrangement, a part of the deal loathed by pro-Brexit Tories 
because it binds Britain to EU rules they want to escape. The 
stakes are high for both sides in the stand-off. May could lose 
her job if her deal fails, and pro-Brexit campaigners fear their 
dream of extricating the country from the EU would be at risk in 
the fall-out that would follow. “We’re between a rock and a hard 
place; we risk Brexit not getting through,” Brexit-supporting 
Tory Edward Leigh said in an interview. “I don’t know how I’m 
going to vote next week. I’m looking for a lifeboat from the 
government in the next few days.” 

OPEC grasps for oil-cuts deal to lift price in defiance of 
trump 

(Bloomberg) OPEC meets in Vienna on the verge of an oil 
production cut that would defy US President Donald Trump’s 
plea to keep the taps open. Yet the group still lacks an 
agreement on crucial details that could convince traders they’re 
serious about preventing an oversupply next year and boosting 
prices. A day of talks in the Austrian capital on Wednesday 
concluded with a panel led by Saudi Arabia and Russia -- the 
group’s most powerful members -- recommending an output 
reduction lasting six months, Oman’s Oil Minister Mohammed 
Al Rumhy told reporters. But they didn’t discuss how big any 
cuts should be, he said. The group could eventually agree to 
remove about 1 million barrels a day, about 1% of global 
output, from the market, Al Rumhy said. A delegate from 
another country said some members believe a smaller 
reduction would be adequate. The oil market reacted 
negatively, dropping 52 cents to $61.56 a barrel in London. The 
Organization of Petroleum Exporting Countries and its allies 
are desperate to shore up oil prices after a slump of more than 
$20 a barrel since October. But they’re contending with 
vociferous opposition from the US president, who’s taken to 
using his Twitter account to berate the group’s policies and 
sees low oil prices as key to sustaining America’s economic 
growth. While ministers met in OPEC’s Vienna headquarters, 
Trump tweeted that the “world does not want to see, or need, 
higher oil prices!” 

Australia to force tech firms hand over encrypted data 

(Reuters) Australia’s parliament is poised on Thursday to pass 
laws requiring tech firms such as Alphabet Inc’s Google, 
Facebook and Apple to give police access to private encrypted 
data linked to suspected illegal activities. The laws, staunchly 
opposed by the tech giants since Australia is seen as a test 
case as other nations explore similar rules, provide for fines up 

TOP SELECTED NEWSTOP SELECTED NEWSTOP SELECTED NEWS   
to A$10 million ($7.3 million) for failing to give authorities 
access to private data. They have the backing of both major 
political parties, with a bi-partisan parliamentary committee 
recommending their immediate passage late on Wednesday, 
clearing the way for Australia to be among the first nations to 
introduce such rules. The government has said the proposed 
laws are needed to counter terror attacks and organised crime 
and that security agencies would need to seek warrants to 
access personal data. 

France will tax digital giants from 2019  

(Reuters) Finance Minister Bruno Le Maire on Thursday said 
France will tax digital giants at a national level from 2019 if EU 
states cannot reach an agreement on a tax on digital revenues 
for the bloc. EU finance ministers failed to agree a tax on digital 
revenues on Tuesday, despite a last minute Franco-German 
plan to salvage the proposal by narrowing its focus to 
companies like Google and Facebook. 

France drops fuel tax hike as 'yellow vest' anger persists 

(Reuters) President Emmanuel Macron’s government is 
dropping further fuel-tax hikes in next year’s budget in the face 
of protests across France over living costs, his prime minister 
said on Wednesday, a day after announcing their suspension 
for six months. The Macron administration is struggling to 
defuse the anger driving the “yellow vest” protests, as it reels 
from the worst riots seen in central Paris in five decades last 
Saturday. “The government is ready for dialogue and is 
showing it because this tax increase has been dropped from 
the 2019 budget bill,” Prime Minister Edouard Philippe told the 
lower house of parliament. The concession was the latest 
attempt to quell the worst crisis of Macron’s presidency after 
announcing the six-month suspension only the day before. His 
government indicated earlier that it could also amend a wealth 
tax that Macron shrank last year to cover only real estate 
assets, earning him criticism as the “president of the rich”. 

Huawei's CFO arrested at US request 

(Bloomberg) Huawei Technologies Co.’s chief financial officer 
was arrested in Canada over potential violations of US 
sanctions on Iran, provoking outrage from China and 
complicating thorny trade negotiations just as they enter a 
critical juncture. Wanzhou Meng — also deputy chairwoman 
and the daughter of Huawei’s founder — faces extradition to 
the US, said Ian McLeod, a Canada Justice Department 
spokesman. She was arrested Dec. 1 after the US Department 
of Justice in April opened an investigation into whether the 
leading telecommunications-equipment maker sold gear to Iran 
despite sanctions on exports to the region. News of Meng’s 
arrest provoked strong protest from the Chinese embassy in 
Canada, which called it a violation of its citizens’ rights while 
demanding the US and its neighbor “rectify wrongdoings” and 
free Meng. Her arrest is sure to heighten tensions between 
Washington and Beijing days after the world’s two largest 
economies agreed on a truce in their growing trade conflict. 
Meng’s father Ren Zhengfei, a former army engineer who’s 
regularly named among China’s top business executives, has 
won acclaim at home for toppling Apple Inc. in smartphones 
and turning an electronics reseller into a producer of 
networking gear with revenue surpassing Boeing Co. 
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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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