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Markets in brief 

 Global markets got a relief from news that U.S. and China will resume trade talks. 

 Asian shares and stock futures pared earlier losses, led by a recovery in Chinese 

shares. 

 Australian dollar and NZ dollar jumped on the news. 

 U.S. dollar steadied as it is currently benefiting from its safe-haven appeal during 

global economic turmoil.  

 Euro continued to trade under pressure from the standoff between Italy and the EU. 

 British pound gained on news that negotiators are putting huge effort on finishing the 

Berxit deal. 

 Oil prices dropped after Trump criticized Saudi’s decision to cut output in December. 

 U.S. stocks plunged yesterday as Apple and Goldman Sachs dragged down the tech 

and financial sectors. 

U.S. and China trade talks resuming 

China's Vice Premier Liu He and US Treasury Secretary Steven Mnuchin resumed trade 
talks ahead of a meeting between the two nations' top leaders at the G-20 summit later 
this month, people familiar said. The two spoke by phone Friday. The South China 

Morning Post reported Tuesday that Liu is expected to visit Washington shortly. 

Italy budget battle looming  

Italy's budget battle with Brussels may escalate today, the deadline for the government 
to submit a new budget proposal. Its determination to stick to its plan to boost benefit 
spending, cut taxes and lower the retirement age has left the EU with little choice but to 
start a disciplinary process, officials said. Deputy PM Matteo Salvini vowed to keep the 

budget fundamentals unchanged.  

May political obstacles continued as talks progress 

Theresa May is getting closer to a Brexit deal with the EU, saying talks are "in the 
endgame." Opposing wings of her party are united against her, so the chances of 
winning Parliamentary backing are slim. DUP lawmaker Gavin Robinson said the "mood 
music" was better from his point of view. A breakthrough by Wednesday is needed for 

the deal to get approved at a summit this month.    

Apple and other tech companies shares severely hit 

Key iPhone suppliers in Asia fell amid concerns over demand after Lumentum said a 
large customer asked to "meaningfully reduce shipments." Lumentum didn't name the 
client, but Apple is its biggest. Japan Display tumbled as much as 11%. Minebea 
Mitsumi, Samsung Electronics, TSMC and Hon Hai were also hit. Apple closed 5% 

lower. 
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 TIME (LT) EVENT FCAST PRIOR 

GBP 11:30 Average Earnings 3.00% 2.70% 

GBP 11:30 Unemployment Rate 4.00% 4.00% 

EUR 12:00 German ZEW Econ Sentiment -24.2 -24.7 

USD 21:00 US Federal Budget Balance -116.6B 119.1B 

     

In focus today  

 

 

 

 

 

 

 

 

 

Wednesday: AU Wage Price Index, German GDP, UK Inflation, US 
Inflation 

Thursday: AU Jobs Report, UK Retail Sales, US Retail Sales, Fed 
Chair Powell speaks 

Friday: ECB Draghi speaks 

The US dollar traded slightly below a 16-month high versus a 
basket of peers on Tuesday, benefiting from save-haven flows 
sparked by political uncertainties in Europe and fears of a 
global economic slowdown. Investor confidence has been eroded 
by bitter trade tensions between the US and China, fears of a no-
deal Brexit, and a standoff between Rome and the European Union 
over Italy’s deficit-deepening budget. Added to that litany is a view 
that corporate earnings growth has peaked amid rising borrowing 
costs. Shares on Wall Street tumbled on Monday, with falls led by 
technology stocks. The US Fed is set to raise rates by 25 bps in 
December, with two more hikes to follow by mid-2019, as wage 
pressures build in a booming economy. The CME group’s 
FedWatch tool puts the probability of a December rate hike at 75%. 

The Japanese yen reversed to a loss as risk appetite was 
boosted by a report that Chinese Vice Premier Liu He will visit 
the US shortly for talks aimed at easing trade tensions. The 
dollar has been preferred over the yen due to the diverging 
monetary policies of the Fed and the BoJ, which is expected to 
retain its ultra-loose monetary policy settings for some time in the 
face stubbornly sluggish inflation.  

British pound staged a mild relief rally as Brexit negotiators 
worked through the night in an effort to reach a deal. The final 
stage of the talks is proving “immensely difficult,” U.K. Prime 
Minister Theresa May said. It has slipped against the dollar in the 
last three trading sessions and posted its largest %age decline 
versus the dollar since Sept. 21 on Monday. Investor sentiment has 
weakened as doubts grow over May’s ability to win the backing of 
the EU or her own party for a Brexit deal. With less than five months 
before Britain is due to leave the EU on March 29, negotiations are 
still stuck over how to prevent a return to a hard border between 
British-ruled Northern Ireland and EU member Ireland. However, 
sterling traders got some encouragement after the European 
Union’s chief Brexit negotiator said the main elements of an exit 
treaty text were ready to present to the British cabinet on Tuesday. 

The euro gained after tumbling more than 1% versus the dollar 
on Monday. The standoff between Rome and Brussels over 
Italy’s free-spending budget and wide fiscal deficit has put 
immense strain on the single currency, which has lost 5.9% of its 
value over the last six months. The EU rejected Italy’s 2019 budget 
last month, saying it flouted a previous commitment to lower the 
country’s deficit. Italy is expected to submit a revised version of its 
budget on Tuesday, keeping euro traders active. 

The Australian and New Zealand dollars surged on optimism 
that the US and China are edging closer to a resolution of their 
trade war. AUD/USD rose as much as 0.6% to 0.7216, while NZD/
USD climbed 0.63% to 0.6752.  

Oil fell for a 12th consecutive session in its longest losing 
streak on record after Trump criticized top Saudi Arabia’s plan 
to cut output. A slump in US equity markets and the dollar’s climb 
to an 18-month high also weighed on crude, which slid into a bear 
market last week. Oil has retreated from a four-high reached in early 
October as fears of a supply glut deepened after the US gave some 
nations waivers from its sanctions to continue buying Iranian crude . 
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Major Company News 

 Goldman Sachs shares dropped 7.5% after Bloomberg reported that 
Malaysian Finance Minister Lim Guan Eng said the country was 
seeking a full refund of all the fees it paid to the Wall Street bank for 
arranging billions of dollars of deals for troubled state fund 1MDB. 

 GE shares fell 6.9% after CEO Larry Culp said the company was 
saddled with too much debt and would urgently sell assets to reduce 
leverage. The shares dropped below $8 for the first time since March 
2009. The cost to insure debt in GE has hit its highest level since 2012 
as bond prices have fallen, according to IHS Markit and Refinitiv. 

 Rabobank is exploring the sale of its retail and wealth management 
operations in the US in a deal that could top $1 billion (Reuters) 

 The Bank of France has partnered with JPMorgan to expand its range 
of gold bullion services for central banks (Reuters) 

 Amazon.com Inc could announce as early as Tuesday that it has 
selected New York City and Northern Virginia to be the sites for its 
second and third headquarters, the Wall Street Journal reported. 

 Russian gas giant Gazprom is preparing a 5-year Eurobond 
denominated in euros (Reuters sources) 

 Private equity firm Veritas Capital and hedge fund Elliott Management 
are buying Athenahealth Inc for about $5.7 billion, the US healthcare 
software maker said on Monday. 

 Telecom Italia SpA’s board plans to meet Tuesday to consider 
removing CEO Amos Genish in a clash over plans to spin off the 
phone company’s landline network (Bloomberg) 

 The health science unit of Nestle SA would pay $98 million to increase 
its stake in Aimmune Therapeutics Inc, the drug developer for food 
allergies said on Monday. 
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Asian shares pared losses on Tuesday as hopes for a de-
escalation in the Sino-US tariff war rose on reports that China’s 
top trade negotiator was preparing to visit the US ahead of a 
meeting between the two countries’ leaders. Spreadbetters 
pointed to a positive start for Europe and US with E-minis for the 
S&P 500 and the Dow up 0.5% each. FTSE futures were up 0.2%. 
The South China Morning Post reported, citing sources from both 
sides, that Liu He may visit Washington to prepare for the talks 
between Trump and his China’s Xi Jinping on the sidelines of the 
G20 summit in Argentina later this month. Chinese shares reversed 
earlier losses with the blue-chip index climbing about 1%. That 
helped lift MSCI’s broadest index of Asia-Pacific shares outside 
Japan off the day’s low. It was still down 0.4% after skidding 1.7% at 
one point. Fears of a likely peak in corporate earnings growth, 
softening global demand and faster rate hikes in the US have put 
global investors on edge over the past month, prompting them to 
take money off the table before year-end. Japan’s Nikkei dived 
more than 2%, led by losses in electric machinery makers and 
suppliers of Apple’s iPhone parts after three suppliers issued profit 
warnings, sending the tech-heavy Nasdaq slumping over 2%. The 
weakened outlook triggered a steep selloff in Asian tech firms, with 
shares in Japan Display plummeting over 11% while Murata 
Manufacturing and TDK Corp dived as much as 8.9% and 8.4% 
respectively. Taiwanese companies in the iPhone supply chain such 
as Genius and Hon Hai were also deep in the red. 

US stocks tumbled on Monday as shares of Apple Inc and 
Goldman Sachs Group Inc dragged down the technology and 
financial sectors. With Monday's losses, all three indexes erased 
the gains from their brief rally after the US congressional elections 
on Nov. 6. Apple shares fell 5.0% after several suppliers to the 
company, including Lumentum Holdings Inc, whose components 
power the iPhone's Face ID technology, cut their forecasts. Apple's 
decline impeded the tech-heavy Nasdaq, which fell more than 2%. 
Lumentum shares plunged 33.0%. Shares of several chipmakers 
that sell to Apple, such as Cirrus Logic Inc, Qorvo Inc and Skyworks 
Solutions Inc, dropped as well. The Philadelphia SE Semiconductor 
index dropped 4.4%. Goldman Sachs was the biggest drag on the 
Dow, which fell more than 2%. Among the S&P 500's 11 major 
sectors, technology and financial stocks weighed most heavily. The 
S&P 500 technology sector index fell 3.5%, and the financial sector 
index fell 2.0%. Energy stocks also accelerated their decline toward 
the end of the session as oil prices fell. A holiday in the US bond 
markets for Veterans Day kept trading volume muted.  

Gulf stock market ended mix yesterday. Saudi index 
rebounded  after three days of falls, welcoming Riyadh's plan 
to reduce oil supply in order to support crude prices. Abu 
Dhabi's main index suffered its worst day in almost two months and 
fell nearly 1%, as most banks dropped and Abu Dhabi Commercial 
Bank was 3.9% lower. Money may have flowed out of the banks into 
ADIB, which surged 13.4% to its highest level in over 2-1/2 years 
after saying it would allow foreigners to own 25% of the bank from 
Nov. 19. Only UAE citizens have been able to own the bank's 
shares, and trading volume in the stock was the heaviest in a 
decade. 



Mnuchin, China's Liu are said to resume dialogue on trade  

(Bloomberg) US Treasury Secretary Steven Mnuchin and 
Chinese Vice Premier Liu He have resumed talks on trade, and 
a potential Washington visit by Liu is being considered before 
the nations’ top leaders meet later this month. The two officials 
spoke by phone on Friday, according to people briefed on the 
matter, who asked not to be named due to the sensitivity of the 
topic. The conversation didn’t yield any concrete results, the 
people said. The Hong Kong-based South China Morning Post 
reported Tuesday that Liu was “expected” to visit Washington 
shortly. The Wall Street Journal first reported the phone call 
Monday. The phone discussion followed a call between 
President Donald Trump and China’s Xi Jinping two weeks ago 
-- the first publicly disclosed call in six months. The two leaders 
are slated to meet at the Group of 20 nations summit in 
Argentina, which is scheduled to take place from Nov. 30 to 
Dec. 1. US-China talks have made little progress since May, 
when Trump put a stop to a deal that would have seen China 
buy more energy and agricultural goods to narrow the trade 
deficit. In Beijing, Trump’s move was seen as an insult to Xi, 
who sent Liu -- his top economic policy official -- to Washington 
for the negotiations, and cemented a view that Trump’s real 
goal was to thwart China’s rise. 

Brexit negotiations going all night as they enter `endgame' 

(Bloomberg) Brexit negotiators are working through the night in 
an effort to reach a deal, but the final stage of the talks is 
proving “immensely difficult,” UK Prime Minister Theresa May 
said. “The negotiations for our departure are now in the 
endgame,” May said in a speech on foreign policy Monday at 
the Guildhall in London. “And we are working extremely hard, 
through the night, to make progress on the remaining issues in 
the Withdrawal Agreement, which are significant. Both sides 
want to reach an agreement. But what we are negotiating is 
immensely difficult.” Negotiators believe they only have until 
Wednesday to secure a deal if it’s to be signed off by a special 
EU summit this month -- as both sides want. Officials are trying 
to nail down what May called “significant” remaining issues. 
And there are signs that any agreement will struggle to survive 
the scrutiny of UK ministers. May will convene a weekly 
Cabinet meeting on Tuesday morning, with Brexit only getting a 
cursory mention on the agenda, as part of a regular update on 
preparations for what will happen if there’s no deal. Instead, 
ministers are due to talk about the health service, veterans and 
Britain’s “soft power.” 

Trump presses KSA over oil as relations fray further 

(Bloomberg) President Donald Trump took aim at Saudi 
Arabia’s plan to cut oil production on Monday, injecting new 
tension into an already fraught alliance that has been clouded 
by US concerns over the killing of journalist Jamal Khashoggi 
and the ongoing conflict in Yemen. Trump’s efforts to influence 
oil production threatens to further strain relations between the 
two historic allies, even as his administration continues to 
describe the Saudis as a crucial partner in a shared bid to 
counter Iranian influence in the Middle East. But the US 
president -- facing pressure after Republican losses in the 
midterm elections -- is eager to tamp down threats to the 
economy, including higher gas prices. In a series of tweets, 
Trump blamed a stock market sell-off on the Democratic victory 
while pressing the Saudis and OPEC to keep oil production at 
current levels. “Hopefully, Saudi Arabia and OPEC will not be 
cutting oil production. Oil prices should be much lower based 
on supply!” Trump said on Twitter. Trump posted the message 

TOP SELECTED NEWSTOP SELECTED NEWSTOP SELECTED NEWS   
hours after Saudi Arabia’s energy minister said that OPEC and 
its allies should reverse about half the increase in oil output 
they made earlier this year.  

UK small firms not prepared for big Pound slump  

(Bloomberg) More than a third of UK’s small- and medium-
sized businesses see the pound dropping at least 10 percent 
after Brexit, but almost none of them are preparing for it. 
Almost one in five SMEs believe the pound could reach parity 
with the euro or fall even lower for the first time in history, 
according to a report by payments firm WorldFirst released on 
Tuesday. However, as many as 95 percent of those companies 
don’t have a currency strategy to deal with a possible increase 
in supplier costs and reduced margins, the report said. “It is 
almost like the majority of British SMEs have heard the weather 
warnings and seen the dark clouds gathering, but still need to 
see the first drops of rain to believe the storm is actually 
coming their way,” said Jeremy Thomson-Cook, chief 
economist at WorldFirst. “There is a worrying disconnect 
between what the UK’s SMEs are thinking will happen to the 
pound and what they are actually doing.” The report 
underscores possibilities for disruption when Britain divorces 
the European Union early next year. It still isn’t clear if the UK 
can agree on a Brexit deal on time as pressure builds on Prime 
Minister Theresa May to amend her proposals or face a 
catastrophic defeat in Parliament. 

BoJ’s balance sheet now larger than country's GDP 

(Reuters) Japan’s central bank has become the first among G7 
nations to own assets collectively worth more than the 
country’s entire economy, following a half-decade spending 
spree designed to accelerate weak price growth. The 553.6 
trillion yen ($4.87 trillion) of assets the Bank of Japan holds are 
worth more than five times the world’s most valuable company 
Apple Inc. and 25 times the market capitalization of Japan’s 
most valuable company Toyota Motor Corp. They’re also 
bigger than the combined GDPs of five emerging markets — 
Turkey, Argentina, South Africa, India and Indonesia. Central 
bank data released on Tuesday showed how much the BOJ 
has amassed over 5-1/2 years of what it calls “quantitative and 
qualitative” easing policy. The BOJ has become the world’s 
second central bank after the Swiss National Bank and the first 
among Group of Seven countries to own a pool of assets 
bigger than the economy it is trying to stimulate. 

France to "embed" regulators at Facebook  

(Reuters) In the first move of its kind, Facebook will allow a 
small number of French regulators to “embed” inside the 
company and examine how the social media giant combats 
hate speech online, President Emmanuel Macron said on 
Monday. It is the first time the wary tech giant has opened its 
doors in such a way, following months of criticism over how it 
decides what is racist, sexist or hate-fuelled and the methods 
used to remove illicit material shared on its platform. Under the 
pilot, Macron’s administration will send top civil servants to the 
company for six months from January, with the working group 
aiming to verify Facebook’s goodwill and determine whether its 
checks and balances could be improved. “It’s a world first,” an 
official working in the French presidency said last week. 
“There’s a real risk for them.” “The idea is to make tests and 
then produce a report that we would intend to make public,” the 
official added. For Macron, who was speaking at the annual 
Internet Governance Forum in Paris on Monday, the move is 
an example of what he has called “smart regulation”, which he 
wants to roll out with tech leaders such as Google, Apple, 
Facebook and Amazon. Copyright: Bank of Beirut 2018 - Research Department - Global Markets Division 
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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 
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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.  
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published, in whole or in part, for any purpose, without the prior, written consent of Bank of Beirut. The manner of distributing this 
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