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Markets in brief 

 U.S. dollar retreated on profit taking, but continued to gain support from strong 
economic data and firm tightening path by the Fed. 

 British pound rose on Brexit breakthrough. However, investors would remain cautious 
until it clears Parliament that will meet at 16:00 LT. 

 Euro got some support from Brexit relief, but Italy’s budget fight with the EU could 
keep the currency under downward pressure. 

 Canadian dollar was weighed by slumping oil prices. It hit yesterday C$1.3264 per 
dollar, its lowest since July 20 (4-month low). 

 Oil prices extended their losses after a 7% drop in previous session. WTI hit 
yesterday $54.75, its lowest since November 3, 2017 (1-year low). 

 Asian shares seesawed amid mixed data from China. 

 U.S. stocks were mostly lower yesterday, mainly dragged by the energy sector. 

Brexit deal done ... but will the Cabinet approve? 

Having secured a Brexit pact with the EU after more than a year of negotiations, 
Theresa May must convince the nation to go along with it. Six senior ministers have 
sided with her, the Sun reported. Others may quit. DUP leader Arlene Foster remained 
defiant, saying she won't accept just "any deal." The Cabinet meets this afternoon to 
consider the proposal. 

Italy defying the EU 

Italy kept its growth and deficit targets intact, but raised its privatization revenue goal to 
1% of GDP for 2019, up from a prior 0.3% annually for the 2019-2021 period, Finance 
Minister Giovanni Tria wrote in a letter to the EC. The new goal will help it reduce its 
debt-to-GDP ratio to 126% in 2021, a tweak from the previous projection of 126.7%. 

Oil markets slumping 

Today might bring more bearish news for the oil market, with traders and analysts 
predicting an increase of 3.25 million barrels in US stockpiles. API and EIA data are due 
today and tomorrow, a day later than usual. The IEA also offers its monthly outlook. 
Brent slid 6.6% yesterday, joining the U.S. benchmark in a bear market.  

Trump pausing on new car import tariffs 

The Trump administration will hold off for now on imposing new tariffs on car imports, as 
it weighs revisions to a report on national security implications, people familiar said. As 
for trade talks, a deal with China is more likely than not, Janus Henderson's Marc Pinto 
said. China has "a real incentive" to reach a deal to protect its businesses, while Trump 
is most interested in higher stocks and a healthy economy.  

China’s economy stabilizing 

China's economy is showing signs of stabilizing, with industrial output rising a faster-
than-expected 5.9% in October and business investment gaining pace. Policy support 
such as infrastructure-related spending is starting to kick in, Bloomberg Economics said. 
Retail sales growth slowed to 8.6% from last year, though this could have been affected 
by delayed purchases before Singles' Day.  
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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 
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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 dropped on profit taking retracing from 16-month 
high as the euro and British pound climbed higher on Brexit 
optimism. The dollar index (DXY), a gauge of its value versus six 
major peers traded at 97.097 on Wednesday, down 0.21%. The 
index hit a 16-month high of 97.69 on Monday. The euro and 
sterling constitute around 70% of the weight in the dollar index. The 
sell-off in the dollar has been due to the improved risk sentiment 
and not because of any deterioration in the fundamentals of the US 
economy. The dollar would continue to be supported a robust US 

economy, rising interest rates and its safe haven status. 

The British pound strengthened for a second day following a 
report that key UK ministers are set to support Prime Minister 
Theresa May’s Brexit draft. Ministers including Brexit Secretary 
Dominic Raab and Foreign Secretary Jeremy Hunt will “grudgingly” 
back the Brexit draft, The Sun reported, citing unidentified sources. 
Sterling extended gains versus the dollar after jumping as much as 
1.5% on Tuesday after Britain and the EU agreed a preliminary text 
that would allow the UK to leave the EU with a deal that avoids a 
chaotic "hard Brexit" departure. The challenge for British Prime 
Minister Theresa May is now to sell this deal to the parliament, 
where hardline Brexit supporters accused her of surrendering to the 
EU. The British cabinet will meet at 16:00 LT (14:00 GMT) on 

Wednesday to consider the draft withdrawal agreement. 

The euro gained riding on the positive sentiment around a 
potential smooth and orderly Brexit deal. The euro's gain was 
limited by concerns about Italy's budget proposals and 
downbeat German investor confidence data, traders said. The 
single currency lost 0.15% versus the pound to trade at 0.8690. The 

euro hit a 6-1/2 month low versus sterling of 0.8653 on Tuesday. 

Oil markets fell again on Wednesday, extending losses from a 
7% plunge the previous session as surging supply and the 
specter of faltering demand scared off investors. Markets fell by 
more than 7% the previous day. Crude oil has lost over a quarter of 
its value since early October in what has become one of the biggest 
declines since prices collapsed in 2014. The slump in spot prices 
has turned the entire forward curve for crude oil upside down. Oil 
markets are being pressured from two sides: a surge in supply and 
increasing concerns about an economic slowdown. OPEC warned 
on Tuesday that a supply glut could emerge in 2019 as the world 
economy slows and rivals increase production more quickly than 

expected. 
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Major Company News 

 The US Justice Department and Securities and Exchange 
Commission have subpoenaed Snap Inc or information about its 
March 2017 IPO, the social media app maker told Reuters. 

 General Electric ended up 7.8% as the conglomerate unveiled plans to 
raise $4 billion by accelerating a sale of its stake in oilfield services 
provider Baker Hughes. 

 Homebuilder Beazer Homes USA jumped 30.6% after its quarterly 
revenue topped estimates and the company announced a $50 million 
buyback plan. 

 Home Depot posted better-than-expected same-store sales but 
suggested that US home sales were slowing down and impending 
tariffs could lead to price hikes for its products.  

 The US aviation regulator has launched a high-priority probe of the 
safety analyses performed over the years by Boeing Co, following the 
crash of a Lion Air jet in Indonesia last month, WSJ reported. 

 Starbucks is laying off about 350 global corporate employees, CEO 
Kevin Johnson said on Tuesday in a memo to employees, seen by 
Reuters. 

 British regional airline Flybe Group Plc is said to explore a sale or a 
merger with a rival, Sky News reported on Tuesday, weeks after it 
issued a profit warning because of fuel costs, weakening demand and 
a weaker British pound. 

 Blue Apron Holdings said on Tuesday it would reduce its headcount by 
4%, as the meal-kit delivery company focuses on its online business to 
help reverse six straight quarters of revenue declines. 

 Spotify, the world's most popular paid music streaming service, 
officially launched in the Middle East and North Africa on Tuesday. 
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Global shares sagged as energy sector strains heightened 
anxiety about a slow down in the global economy. 
Spreadbetters expected European stocks to open lower, with 
Britain's FTSE losing 0.4%, Germany's DAX slipping 0.3% and 
France's CAC shedding 0.5%. 

Asian stocks seesawed Wednesday after a mixed bag of data 
on China’s economy that followed a topsy-turvy session for US 
shares. Japanese stocks came off their highs of the day, while 
shares declined in Hong Kong, China and South Korea. Concerns 
about global growth pushed MSCI's broadest index of Asia-Pacific 
shares outside Japan down 0.5%. Hong Kong's Hang Seng dropped 
0.55% and the Shanghai Composite Index retreated 1.03%. 
Australian stock fell 1.74%, South Korea's KOSPI lost 0.3% and 
Japan's Nikkei rose 0.16%. 

MSCI Inc on Tuesday said it would add several onshore Chinese 
stocks to its closely watched and widely duplicated emerging-
markets index. The financial data company said it would add S.F. 
Holding Co Ltd, 360 Security Technology Inc and China 
Shipbuilding Industry Corp, among other names, to the benchmark. 
MSCI has been broadening exposure to stocks traded onshore in 
the world’s second-largest economy in its indexes after announcing 
it would do so last year.  

US stocks were mostly lower yesterday. The Dow and S&P 500 
ended slightly lower following losses in energy shares and 
Boeing, offsetting a small gain in technology stocks and 
renewed hopes for progress in trade talks. The Nasdaq ended 
the session essentially flat as a rebound in tech kept the index out 
of negative territory. Energy stocks weighed heaviest on the S&P 
500, driven lower by a 7.1% plunge in crude prices, their biggest %
age drop in 2-1/2 years. The energy sector closed down 2.4%. 
Boeing Co reported a 37% increase in 737 deliveries in October, but 
shares fell on concerns related to last month’s deadly crash of a 737 
operated by Indonesia’s Lion Air. The stock ended the session 
down 2.1%, providing the biggest drag on the Dow. US-China trade 
tensions enjoyed a reprieve as negotiations between the world’s two 
largest economies appeared to be making headway, with a US 
adviser saying the countries’ two leaders would meet at the G20 
meeting later this month. The S&P 500 registered its lowest close 
since Oct. 31. Amazon.com shares closed down 0.3% following the 
online retailer’s announcement that it had selected New York City 
and Northern Virginia for its two new headquarters. Shares of Tyson 
Foods Inc dropped 5.6%, among the biggest%age losers on the 
S&P 500, after the top US meat processor’s sales missed Wall 
Street estimates due to lower demand for chicken.  

Most Gulf stock markets fell on Tuesday. Saudi index was down 
0.3%. Saudi Basic Industries lost 0.8%, and Al-Rajhi Bank fell 0.7%. 
However, Medgulf rose 6.4% to its highest in nearly three months 
and was the third most traded stock on the bourse after signing a 
health insurance contract with Saudi Electricity. In Dubai, the blue-
chip index fell one%, dragged down by a 2.8% drop in banking 
heavyweight Emirates NBD. The Qatari index also shed one%, as 
lender Masraf Al Rayan fell 2.5% and Industries Qatar slipped 2.1%. 
Qatar National Bank was down 0.8%. 



May puts Brexit deal to cabinet as political peril pamps up 

(Bloomberg) Prime Minister Theresa May has clinched a Brexit 
deal with the EU after months of deadlock. She now has to 
convince a skeptical Cabinet that it’s not a sellout and 
overcome near impossible odds to get it through Parliament. 
Negotiators have settled on a divorce text and May’s ministers 
were invited into her office on Tuesday to read it. On 
Wednesday they will be asked to sign off on the deal at a 2 
p.m. meeting -- though there’s a risk some will resign instead. 
Before they had even seen the document, politicians on all 
sides of the Brexit debate were condemning it as a betrayal of 
the 2016 referendum result. And in a serious blow to May, the 
Northern Irish party that props up her government branded it 
unacceptable. May has won a concession from the EU over the 
thorniest issue of all -- how to prevent a border emerging in 
Ireland as a result of Brexit. But the win comes with expensive 
conditions attached: the whole UK is set to remain in the EU’s 
customs and trade orbit indefinitely, unless a better idea turns 
up in the next two years. While business would welcome the 
arrangement, it’s a breach of May’s promises. It’s also 
unacceptable to many pro-Brexit Tories who want to break free 
from the EU’s clutches and strike new trade deals around the 
world. Pro-EU Conservatives have also become more skeptical 
in recent weeks as they see the UK handing over sovereignty 
rather than taking it back. Still, May’s most important pro-Brexit 
ministers are standing by her, the Sun reported. That includes 
Brexit Secretary Dominic Raab and Environment Secretary 
Michael Gove, heavyweights whose resignation would pose a 
serious threat to the deal. 

Italy’s populists defy Europe on budget deficit 

(Bloomberg) Italy’s populist government is challenging the 
European Commission in the reply it is due to deliver by a 
Tuesday deadline, sticking to its budget deficit and growth 
targets for next year despite protests from Brussels, according 
to Premier Giuseppe Conte’s office. Ministers of the ruling 
coalition of the anti-migration League and the anti-
establishment Five Star Movement agreed to insist on a 2.4% 
deficit target, and a 1.5% growth forecast for next year in the 
letter the government will send the European Commission. 
Conte is holding a cabinet meeting on the reply to commission 
demands for a revised budget, a government official said 
separately. Deputy Premier Matteo Salvini asked by reporters 
in Rome if the budget will be changed, responded by shaking 
his head. Maintaining the targets, which have been contested 
by the commission concerned about the impact on Italy’s debt 
mountain, Europe’ biggest, sends the ball firmly in the 
commission’s court which would have to decide whether to kick 
start a process that could lead to billions of euros in fines.  

US said to hold off on car tariffs after trade meeting 

(Bloomberg) The Trump administration will hold off for now on 
imposing new tariffs on automobile imports as top officials 
weigh revisions to a report on the national security implications, 
according to two people familiar with the matter. President 
Donald Trump met with his top trade advisers on Tuesday at 
the White House to discuss a draft report on a Commerce 
Department investigation into the impact of car imports. The 
people, who spoke on condition of anonymity because the 
meeting wasn’t publicly announced, said the administration 
wasn’t ready to act on tariffs and that the report would be 
subject to further changes. The Commerce probe, which began 
in May under section 232 of the Trade Expansion Act, covers 
imports of automobiles, including SUVs, vans and light trucks, 
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as well as auto parts. Commerce Secretary Wilbur Ross has 
until February to deliver his findings to the president, who has 
final say on any tariffs. Trump has threatened tariffs of as much 
as 25% on foreign-made vehicles.  

China industrial output, investment beat forecasts 

(Reuters) China reported a mixed bag of economic data for 
October on Wednesday, but industrial output and investment 
grew faster than expected, suggesting a flurry of support 
measures may be starting to take hold. Other indicators pointed 
to continued pressure on the economy, however. Retail sales 
slowed more than expected, while growth in October real 
estate investment eased to a 10-month low and home sales fell 
again as developers held back expansion plans in the face of 
softening demand. Facing the weakest growth since the global 
financial crisis, Chinese policymakers are fast-tracking road 
and rail projects, pushing banks to increase lending and cutting 
taxes to ease strains on businesses and prevent a sharper 
slowdown. Industrial output rose 5.9% in October, the National 
Bureau of Statistics (NBS) said on Wednesday, surpassing 
analysts' estimates. Factory output had been expected to grow 
5.7%, down from 5.8% in September.  

Japan's economy contracts in Q3 as natural disasters 

(Reuters) Japan's economy contracted more than expected in 
Q3, hit by natural disasters and a decline in exports, a worrying 
sign that trade protectionism is starting to take its toll on 
overseas demand. The contraction in the world's third-largest 
economy adds to growing signs of weakness globally, with 
China and Europe losing momentum. The government stuck to 
its view the economy continues to recover moderately, blaming 
the contraction on typhoons and an earthquake that halted 
factories and stifled consumption. But some analysts said such 
one-off factors alone could not explain the downturn, pointing to 
worrying declines in exports amid slowing Chinese demand 
and the fallout from escalating global trade frictions. 

Greek banks inch toward bad-loan relief  

(Bloomberg) Greek authorities are moving forward with two 
different plans to save their banks from a downward spiral. 
Some would-be investors think they’re too clever by half. To 
reduce non-performing loans, the Greek central bank is 
proposing a special-purpose vehicle created with the stricken 
lenders’ tax credits -- themselves an accounting creation of the 
nation’s past debt restructuring. With those assets, the SPV 
could effectively become a “bad bank,” selling bonds and 
acquiring some 42 billion euros ($47 billion) of bad loans, 
according to people with knowledge of the plan.  

EU investment banking trio faces 11 bn euro question 

(Reuters) The euro zone's top three investment banks are 
facing an 11 billion euro ($12.40 billion) question from their 
supervisor. That's how much capital Germany's Deutsche Bank 
and France'sSociete Generale and BNP Paribas would have to 
raise if they were asked to meet a new, higher threshold 
informally set by the European Central Bank after a health 
check of the sector. A decade after the start of the financial 
crisis, supervisors are still trying to make the banking sector 
more robust and avoid a repeat of the meltdown that started on 
trading floors and brought low the whole euro zone economy. 
ECB Vice President Luis De Guindos said after results of the 
Europe-wide stress test were published on Nov. 2 that the job 
was not done. The 12 euro zone banks left with capital worth 
less than 9% of their assets after the simulation "should 
increase robustness and enhance capital positions", he added.  
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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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