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Markets in brief 

 Another plunge in US stock markets!!! Investors are getting more concerned with high 
level of treasury yields along with economic uncertainty from US-China trade war.  

 Market volatility was high. The VIX index hit its highest level since February. 

 The Dow dropped by more than 500 points to a 2-month low. Its 2-day losses are 
nearly 1400 points. The Dow has lost around 7% from the all-time high of 26,951 hit 
on October 3. The S&P 500 had its 6th consecutive day of losses. The Nasdaq closed 
down 9.6% away from it a record high hit on August 29. 

 MSCI All-Country World Index dropped to a 1-yr low erasing almost $12 trillion in 
market value since January, including $2.2 tn on Thursday -- most since June 2016. 

 However, Friday’s session is starting with a calm tone. Investors got some relief as 
U.S. stocks futures and Asian stocks recovered.  

 The safe-haven yen and Treasuries fell as speculation that China won’t be labeled a 
currency manipulator in a U.S. report due next week. 

 U.S. dollar continued to trade under pressure from declining treasury yields along with 
more losses in Wall Street. Disappointing inflation data weighed further on the 
currency. 

 Euro benefited from a weaker dollar to trade back near $1.16 level. The currency 
gained additional support from the positive tone in ECB’s policy meeting minutes that 
was released yesterday. 

 Australian and NZ dollars were steady in early trading, with both currencies up more 
than 1% for the week. 

 Swedish krona rose while posting its biggest rally since April 2017, supported by 
upbeat inflation data. 

 Gold traded firm in the face of dollar weakness and global financial uncertainty. It 
posted a 2% rally on Thursday. 

China is not a currency manipulator 

The U.S. Treasury Department’s staff has advised Secretary Steven Mnuchin that China 
isn’t manipulating the yuan as the Trump administration prepares to issue a closely 
watched report on foreign currencies, Bloomberg sources. The conclusion, if accepted 
by Mnuchin, would avert an escalation of the U.S.-China trade war and remove a source 
of anxiety for emerging markets. Mnuchin could issue a different finding. 

ECB sticking with ending bond-buys 

The ECB should proceed with phasing out its bond-buying program this year while 
monitoring the effects of trade friction and Brexit discord, council member Klaas Knot 
said. "They are downside risks, but they might not materialize, or materialize to a lesser 
extent than we thought," Knot said in Bali. He said there's been no discussion as to what 
policy changes should come after net bond-buying ends.  

Italy’s lawmakers approve deficit goal ... EU showdown nears 

The Italian parliament voted in favor of the populist government’s fiscal outline including 
a higher deficit target for 2019 which has unsettled markets and been sharply criticized 
by the European Union. 
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 TIME (LT) EVENT FCAST PRIOR 

USD During Day US Treasury Currency Reprot   

CNY During Day Chinese Trade Balance   

AUD 3:30 AU RBA Financial Stability Review 0.20% 0.20% 

USD 15:30 US Import Prices MoM 0.30% -0.60% 

USD 17:00 US Consumer Sentiment 100.4 100.1 
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Next Week: US Retail Sales, BoC Business Outlook Survey, NZ 
Inflation, AU RBA Policy Meeting Minutes, China Inflation, UK Jobs 
Report, German ZEW Economic Sentiment, UK Inflation, Eurozone 
Inflation, US Building Permits, US Housing Starts, US FOMC Meeting 
Minutes, AU Jobs Report, UK Retail Sales, China GDP, Canada Retail 

Sales, Canada Inflation 

 

 

 

The US dollar traded near its lowest level in nearly two weeks 
against its major peers on Friday as declining US treasury 
yields and further losses on Wall Street soured sentiment. The 
dollar index, a gauge of its value against six major currencies, 
traded at 95.061 on Friday, down from its monthly high of 96.16 hit 
on Tuesday. A weaker than forecast rise in US consumer prices 
undermined the dollar as traders cut back their wagers on the US 
Fed stepping up the pace of its planned rate rises. Fed officials said 
last month they expected three rate hikes in 2019, and some have 
said they are open to a rate increase in December, which would be 
the fourth this year. The benchmark 10-year Treasury yield fell to 
3.17% on Friday after hitting a 7-year peak of 3.26% on Tuesday. 

The euro was the primary beneficiary of broad-based dollar 
weakness, hitting a fresh weekly high at 1.6003 on the back of 
dollar selling and a positive tone in minutes of the last 
European Central Bank (ECB) meeting. The minutes suggested 
the ECB was on track to normalize its ultra-loose monetary policy 
this year despite concerns about slowing growth in Europe. 

The yen and Treasuries dropped as speculation that China 
won’t be labeled a currency manipulator in a U.S. report due 
next week damped demand for haven assets.  The Japanese 
yen, which is a preferred currency in times of market turbulence, 
traded at 112.38, down 0.20%. 

Australia’s dollar headed for its best week in three as a weaker 
U.S. dollar supports risk sentiment and emerging-market 
currencies. The Australian dollar was at $0.7120, recovering from a 
2-year low of $0.7039 hit on Monday. 

The Swedish krona led G-10 gains yesterday, with the biggest 
rally since April 2017 after the nation’s underlying inflation 
rose 2.5% from a year earlier, up from 2.2% the previous month 
and beating the median est. of 2.3%. USD/SEK dropped as much 
as 1.9% to 8.9649. 

Gold traded higher in the face of dollar weakness and global 
financial uncertainty. It posted a 2% rally on Thursday. 

Oil prices steadied after a market rout driven by sharp falls in 
equity markets and indications that supply concerns have been 
overblown, but were still on track for a fall or more than 4% for 
the week. On the oil front, US crude inventories rose by 6 million 
barrels last week, the Energy Information Administration said, more 
than double analysts' expectations of a 2.6 million-barrel increase. 
The OPEC cut its forecast of global demand growth for oil next year 
for a third straight month, citing headwinds facing the broader 
economy from trade disputes and volatile emerging markets. In the 
US Gulf of Mexico, producers had cut output by 40% on Thursday 
due to Hurricane Michael, according to the Bureau of Safety and 
Environmental Enforcement, even as some operators began 
returning crews to offshore platforms. 
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Most Asian stocks recovered Friday after the biggest sell-off in 
global equities since February, as US stock futures extended 
gains and Treasury yields ticked higher. The MSCI Asia Pacific 
Index climbed from the lowest level since May 2017, with shares in 
Hong Kong and South Korea leading the way. While benchmarks in 
Tokyo struggled for traction, shares in Shanghai staged an 
afternoon rally and UK equity futures climbed. MSCI's broadest 
index of Asia-Pacific shares outside Japan rose 1.3%, led by gains 
in South Korea and Taiwan. The MSCI index fell 3.6% on Thursday 
to hit a 1-and-a-1/2 year low. It is on track for a weekly loss of more 
than 4%. 

US stocks continued their slide in Thursday’s volatile session 
as investors worried about rising interest rates and braced for 
a trade war hit to corporate earnings a day ahead of the 
quarterly reporting season kickoff. In its sixth consecutive day of 
declines, the S&P closed down 2.1% after shedding 3% in 
Wednesday’s session. But at its session low the benchmark fell 
2.7% to its lowest level since early July. The Nasdaq narrowly 
avoided confirming a correction. During the session it fell as much 
as 10.3% from its Aug. 29 closing record high but ended the day 
9.6% below the record. Investors worried that equity markets would 
have trouble recovering as rising interest rates coincide with 
uncertainty about how much earnings growth would be hurt by a US 
trade war with China. After hitting an intraday high of 28.84, the 
CBOE Volatility Index, popularly known as the “fear gauge,” ended 
the day up 2 points at 24.98, its highest close since Feb. 12. The 
energy sector, pressured by a drop in oil prices, was the lead 
decliner, while insurers were some of the biggest losers in the 
financial sector a day after powerful Hurricane Michael slammed 
into Florida. The S&P’s 11 major sectors all ended the day in the 
red with only the communications services sector managing a 
decline of less than 1%. Energy was the biggest loser with a 3.1% 
drop as oil prices hit two-week lows after an industry report showed 
a bigger-than-expected build in US crude inventories. The financial 
sector fell 2.9%, also hurt by a 2.7% drop in bank stocks a day 
before three of the biggest banks were to report quarterly results. 
The technology sector, the biggest loser in Wednesday’s sell-off, 
closed down 1.3% on Thursday. Stocks had seen some support 
earlier in the session from US data showing a smaller-than-
anticipated rise in consumer prices as it helped ease fears of 
increasing inflation pressures. The data helped push US Treasury 
yields to a one-week low, further soothing equity investors. But 
investors still faced a sea of worries, including uncertainty ahead of 
US midterm congressional elections on Nov. 6, and hawkish 
comments last week from US Federal Reserve officials. 

Gulf stock markets fell sharply on Thursday, led by Saudi Arabia, 
where the index plunged 3.9% in its biggest drop since January 
2016 as weakness in global bourses and a pull-back in oil prices 
alarmed investors. 

Major Company News 

 The head of the U.S. Securities and Exchange Commission said on 
Thursday the agency was in no rush to change quarterly reporting 
requirements for large public companies, two months after President 
Donald Trump ordered his agency to study the matter. 

 Australia and New Zealand Banking Group fired over 200 staff for 
wrongdoing, including senior executives, due in part to issues raised at 
a public inquiry into financial sector misconduct, ANZ Chief Executive 
Shayne Elliott said on Friday. 

 Sears Holdings Corp Chief Executive Officer Eddie Lampert is 
exploring a bid for some of the cash-strapped U.S. retailer's 
businesses and real estate once it files for bankruptcy, an alternative 
to a traditional court-supervised reorganization, people familiar with 
the matter said on Thursday. 

 Tencent Holdings' (HK:0700) subsidiary Tencent Music Entertainment 
Group is postponing its IPO thanks to the recent global sell-off, 
according to The Wall Street Journal. 
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China's Sept trade surplus with US widens to record  

(Reuters) China's trade surplus with the US surged to a record 
high of $34.13 billion in September, compared with $31.05 
billion in August, Chinese customs data showed on Friday. The 
September surplus with the US was larger than China's overall 
trade surplus of $31.69 billion for the month. For January-
September, China's trade surplus with the US was $225.79 
billion, compared with about $196.01 billion in the same period 
last year. China's large trade surplus with the US has long been 
a sore point with Washington and is at the center of an 
increasing bitter dispute between the world's two biggest 
economies. The US and China imposed new tit-for-tat tariffs 
against each other's goods in late September, the latest 
escalation in a heated trade war between them. 

China not a currency manipulator: media reports 

(Reuters) US Treasury staff has not labeled China as a 
currency manipulator in its recommendation for the 
department's semiannual report on foreign exchange rate 
practices, according to media reports on Thursday. In an 
internal report submitted to Treasury Secretary Steven 
Mnuchin, the department did not say that Beijing is 
manipulating the yuan, but it continued to place China on a 
monitoring list, Politico reported, citing an administration official 
familiar with the report. Separately, Bloomberg reported, citing 
two people familiar with the matter, that the US Treasury's staff 
had advised Mnuchin that China is not manipulating the yuan 
as the Trump administration prepares to issue the closely 
watched report on Monday. It is possible that Mnuchin could 
still revise the final report, according to the reports. A US 
Treasury spokesman did not immediately respond to requests 
for comment about the reports. During his campaign for the 
White House, US President Donald Trump promised to label 
China as a currency manipulator, which would trigger special 
negotiations and could lead to punitive duties and other 
actions. However, the US Treasury has declined to name 
China a manipulator in the three semiannual currency reports it 
has sent to Congress since Trump took office early last year. 

US tighten controls on China nuclear components imports 

(Reuters) The US is tightening controls on China's imports of 
civil nuclear technology to prevent use for military or other 
unauthorized purposes, the US Department of Energy said on 
Thursday amid increased trade tensions. Last month, Trump 
imposed tariffs on nearly $200 billion of Chinese imports and 
then threatened more levies if China retaliated. China then hit 
back with tariffs on about $60 billion of US imports. Washington 
announced the nuclear technology controls a day after the US 
Justice Department said it had arrested and indicted a spy for 
China's Ministry of State Security on charges of economic 
espionage. Chinese operative Xu Yanjun also attempted to 
steal trade secrets from US aviation and aerospace companies, 
the department said. China rejected the allegations. "The US 
cannot ignore the national security implications of China’s 
efforts to obtain nuclear technology outside of established 
processes of US-China civil nuclear cooperation," US Secretary 
of Energy Rick Perry said in a statement.  

IMF warns trade, market turmoil to hurt Asian growth 

(Reuters) Sustained trade tensions could slash Asia's 
economic growth by up to 0.9% age point in coming years, the 
International Monetary Fund said, urging policymakers in the 
region to liberalize markets to offset the fall in export sales. The 

TOP SELECTED NEWSTOP SELECTED NEWSTOP SELECTED NEWS   
IMF also warned in its twice-yearly report on the Asia Pacific 
region that the market rout seen in emerging economies could 
worsen if the U.S. Federal Reserve and other major central 
banks tightened monetary policy more quickly than expected. 
"A sudden deterioration of risk appetite, rising trade tensions, 
and political and policy uncertainty could also lead to tighter 
financial conditions," the report said on Friday. "Turmoil already 
seen in some emerging market economies could worsen, with 
negative spillovers to Asia through reduced capital flows and 
higher funding costs," it said. The IMF maintained its forecast 
that Asia's economy will expand by 5.6% this year but cut its 
projection for next year to 5.4%, down by 0.2 point from April. 
The downgrade was due to the impact of financial market 
stress and monetary tightening in some economies, as well as 
the damage from the tit-for-tat tariff actions between the US 
and China, the IMF said. 

U.S. inflation slows in September 

(Reuters) U.S. consumer prices rose less than expected in 
September, held back by a slower increase in the cost of rent 
and falling energy prices, as underlying inflation pressures 
appeared to cool slightly. The modest price increases come 
despite a U.S. labor market that looks robust by most 
measures. A separate report on Thursday showed an 
unexpected but moderate rise in the number of Americans filing 
for unemployment benefits last week. With the readings only 
slightly below what analysts expected, the inflation report is not 
likely to impact expectations the Federal Reserve will raise 
interest rates at its December policy meeting. The Consumer 
Price Index increased 0.1% last month after rising 0.2% in 
August, the Labor Department said. In the 12 months through 
September, the CPI increased 2.3%, slowing from August's 
2.7% advance. Excluding the volatile food and energy 
components, the CPI edged up 0.1% for the second straight 
month. The so-called core index had increased 0.2% in May, 
June and July. In the 12 months through September, the core 
CPI increased 2.2%. Economists polled by Reuters had 
forecast both overall and core CPI climbing 0.2% in September. 
The Fed tracks a different inflation measure, the personal 
consumption expenditures (PCE) price index excluding food 
and energy, for monetary policy. The core PCE price index 
rose 2.0% in the 12 months through August, holding at the 
Fed's 2% target for the fourth straight month. 

UK banks ratings downgrades in disorderly Brexit: S&P 

(Reuters) British banks could face potential credit rating 
downgrades if there is a disorderly Brexit as this would be likely 
to trigger a domestic political crisis and economic contraction, 
credit rating agency Standard & Poor's said on Thursday. S&P 
said that UK banks' earnings and balance sheets would provide 
a solid cushion against a disorderly Brexit. But the agency also 
said: "Their current ratings and/or outlooks may not prove to be 
consistent with a disruptive Brexit accompanied by a severe 
economic shock." Britain and the European Union are aiming to 
reach agreement on a divorce settlement in time for an EU 
summit next week. S&P said that while it expects an orderly 
departure in March followed by a transition period to the end of 
2020, some financial institutions have reached a point of no 
return and are setting up new hubs in the EU to avoid 
disruption. Even with an orderly Brexit, there would be pressure 
on banks to shift euro-denominated clearing of transactions, 
such as derivatives, from London-listed LCH to the EU, the 
credit ratings agency said.  
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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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