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Markets in brief 

 British pound stabilized after posting its worst since October 2016. The currency 
suffered its first week of losses this month and volatility soared to a 2-year high after 
the Brexit deal led to speculation of a leadership challenge.  

 Australian and NZ dollar outperformed this week helped by positive trade sentiment 
before Trump and Xi meeting later this month. 

 Euro firmed above $1.13 level on signs of Italy’s cooperation with the EU over its 
budget. 

 Oil prices recovered as markets refocused on supply cuts. 

 U.S. dollar and Japanese yen continued to draw support from their safe-haven 
appeal. 

 Asian shares were mixed today, gaining support from potential trade talks between 
the U.S. and China. 

 U.S. stocks rose yesterday as investors started to price-in upcoming trade talks. 

Pound trading with high volatility amid uncertainty 

The British pound lay battered and bruised after a bout of political turmoil fanned fears 
the country could crash out of the EU without a divorce deal. Sterling had stolen the 
limelight yesterday after a rash of resignations rocked PM Theresa May's government 
and threw into doubt her long-awaited Brexit agreement just hours after it was unveiled. 
Fears that May's hard-fought deal could collapse sent British markets into gyrations not 
seen since the June 2016 referendum on EU membership. The pound suffered its 
biggest 1-day loss against the euro since October 2016. The main questions now are: If 
and when a vote on the withdrawal agreement occurs? Whether both houses of 
Parliament pass the withdrawal bill? Whether the Prime Minister resigns or is challenged 
for the leadership? And, whether there is a second referendum and/or an election? This 
uncertainty helped British bonds rally sharply as investors wagered the political chaos 
and risk of a hard Brexit would deter the BoE from tightening anytime soon. Yields on 5-
year paper staged the largest one-day decline since the Brexit vote, at almost 15 bps. 
Pound’s 1-month implied volatility shot up to its highest since July 2016 after four 
ministers resigned in protest against the draft Brexit agreement.  

May defying to quit ... will her government collapse? 

PM Theresa May is defying demands to quit, vowing to carry on for long enough to 
deliver an orderly U.K. exit from the bloc. Leading Tory Brexiteers urged a vote of no-
confidence in the PM, though it's unclear how close they are to the 48 calls needed to 
prompt a poll. Four ministers quit and Michael Gove rejected the Brexit Secretary job. 
The DUP will scrap its coalition deal unless May's replaced, the Telegraph reported. The 
EU is considering a summit Nov. 25 to plan for a no-deal divorce. "I'm going to see this 
through," vowed May. 

U.S. Fed to review its goals 

The bank will review next year how it pursues maximum employment and stable prices. 
With close to maximum employment and inflation near the 2% target, "now is a good 
time to take stock of how we formulate, conduct, and communicate monetary policy," 
said Chairman Powell. The review may help preempt further badgering by Trump. 

Trump-Xi upcoming meeting 

Trump and Xi Jinping will focus on the "big picture" during their planned G-20 meeting to 
discuss trade tensions and set a framework for future talks, Commerce Secretary Wilbur 
Ross said. He doesn't expect a full deal by January. China's demand for US LNG is 
"insatiable," so Beijing's tariff cut to 10% made sense, he said. 
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 TIME (LT) EVENT FCAST PRIOR 

EUR 10:30 ECB Draghi speaks   

EUR 15:00 German Weidmann speaks   

CAD 15:30 Canada Manufacturing Sales 0.10 -0.40% 

In focus today  

 

 

 

 

 

 

 

Next Week: Eurozone Current Account, ECB Financial Stability Review, 
AU RBA Policy Minutes, RBA Gov Lowe speaks, OPEC-JMMC 
Meetings, UK Inflation Report Hearings, ECOFIN Meetings, US Building 
Permits and Housing Starts, US Durable Goods Orders, US Consumer 
Sentiment, ECB Policy Meeting Accounts, Eurozone Manufacturing PMI,  
Canada CPI, Canada Retail Sales 

The British pound struggled to stay afloat in Asian trade on 
Friday having suffered a tumultuous slide overnight, as 
investors feared political turmoil in the country could see it 
crash out of the EU without a divorce deal. Both the dollar and 
the yen benefited from a deepening crisis for UK Prime Minister 
Theresa May after the resignation of key ministers from her 
government imperiled her Brexit plan. That left the sterling 
vulnerable to further losses. It was changing hands at $1.2805, 
barely holding steady after declining 1.7% on Thursday, its steepest 
%age slide since Oct. 11 2016. The resignations, including that of 
Brexit minister Dominic Raab, came hours after May had claimed 
backing for a draft divorce deal. The hostility from government and 
opposition lawmakers raised the risk that the deal would be rejected 
in parliament, and that Britain could leave the EU on March 29 
without a safety net. Some analysts believe sterling bulls have a 
reason not to throw in their towel yet, noting there is a chance of 
another referendum with the choice between a hard Brexit and 
remaining in the EU. A snap Sky News poll yesterday showed 55% 
in favor of another referendum, while 54% supported no Brexit, 32% 
a hard Brexit and only 14% May's deal. 

The euro firmed above 1.13 level as investors were hopeful 
after reports out of Italy said that Italian Prime Minister 
Giuseppe Conte was looking to work with the EU over his 
government's 2019 budget, which has been rejected by 
Brussels. The single currency has gained over the last three 
trading sessions, but was up only 0.21% versus the dollar month to 
date, underscoring the strains from weakening economic 
momentum in Europe, Italian budget woes and Brexit uncertainty. 

The US dollar and Japanese yen were supported by their safe-
haven appeal. The dollar index (DXY) was not far off a 16-month 
high of 97.69 hit at the start of the week. Currency markets were 
also keeping an eye on the US-Sino trade tensions as traders 
looked for concrete signs the economic powers were seeking to de-
escalate their dispute. A FT report said US Trade Representative 
Robert Lighthizer has told some industry executives that another 
round of US tariffs on Chinese imports has been put on hold. But a 
US Trade Representative spokesperson later denied this report. 
Most analysts forecast the dollar to remain well supported in coming 
months thanks to the Fed's commitment to continue to gradually 
raise interest rates. A fourth hike for this year is expected next 
month, backed by a robust economy and rising wage pressures.  

Aussie and kiwi led gains among the Group-of-10 peers for the 
week, buoyed by improved trade sentiment ahead of a planned 
meeting of US-China’s top leaders this month. The Aussie had 
gained 0.58% in the previous trading session on the back of 
stronger than expected jobs data. 

Oil prices rose on Friday amid expectations of supply cuts 
from OPEC, although record U.S. production dragged. Prices 
were mainly supported by expectations the OPEC would start 
withholding supply soon, fearing a renewed rout such as in 2014 
when prices crashed under the weight of oversupply. OPEC’s de 
facto leader Saudi Arabia wants the cartel to cut output by about 1.4 
million barrels per day (bpd), around 1.5% of global supply, sources 
told Reuters this week. 
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Major Company News 

 Royal Bank of Scotland Group Plc plunged more than 10% as 
speculation mounts that British Prime Minister Theresa May’s 
government may collapse, leaving open the possibility the state-
controlled lender may face an uncertain future under a Labour 
opposition. 

 Credit Suisse Group AG is considering hundreds of job cuts as CEO 
Tidjane Thiam’s drive to reduce expenses extends into a fourth year, 
according to people with knowledge of the matter (Bloomberg) 

 Chip designer Nvidia Corp on Thursday forecast sales for its fiscal 
fourth quarter well below Wall Street expectations, pinning the blame 
on unsold chips piling up with distributors and retailers after the 
evaporation of the cryptocurrency mining boom. 

 Volkswagen's supervisory board is due to vote on a multi-billion euro 
investment plan on Friday, including steps to retool three German 
plants to mass produce electric cars and to explore alliances with 
battery partners and rival carmakers. 

 British aero-engine maker Rolls-Royce said it was continuing with 
contingency plans as uncertainty grows on whether Prime Minister 
Theresa May’s Brexit plan will receive parliamentary backing, echoing 
comments from other firms. 
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Asian share markets turned mixed on Friday as hopes for a 
thaw in the Sino-U.S. trade standoff were tempered by 
disappointing results from U.S. chipmaker Nvidia Corp which 
slugged the tech sector. Asian shares had started firm after 
reports the United States might pause on further China tariffs gave 
Wall Street a fillip, but a near 17% plunge in Nvidia's stock 
tempered the mood. Losses in semi-conductor shares dragged 
Japan's Nikkei down 0.1%, while Nasdaq futures fell 0.5%. MSCI's 
broadest index of Asia-Pacific shares outside Japan were still up 
0.3%, helped by gains in China. European bourses also looked set 
to start firmer according to spreadbetters. 

US stocks rose on Thursday on optimism the US and China 
could resolve their trade dispute, after a news report said 
Washington would pause further tariffs on Chinese imports. 
Wall Street's major indexes reversed an early drop after the 
Financial Times reported that US Trade Representative Robert 
Lighthizer told a group of industry executives the next tranche of 
tariffs on Chinese imports was on hold. Wall Street momentarily 
pared gains after a spokesperson for Lighthizer denied the report, 
saying plans for the tariffs had not changed. But stocks resumed 
their upswing and rose further in the last half-hour of trading. The 
benchmark S&P 500 index gained snapping five days of losses. 
Shares of Apple Inc advanced 2.5% to end a five-day losing streak 
and help the technology sector climb 2.5%, the biggest gain among 
the S&P 500's major sectors. Shares of Cisco Systems Inc 
advanced 5.5% after the network equipment maker's quarterly 
revenue and earnings beat analyst estimates. Cisco was among the 
biggest boosts to the S&P 500 and the Nasdaq. Department store 
operator Dillard's Inc tumbled 14.8% after Q3 earnings missed 
analyst estimates. Retailer J.C. Penney Co Inc also reported same-
store sales below analyst expectations. But J.C. Penney shares 
shed initial losses to climb 11.5% after Chief Executive Officer Jill 
Soltau indicated plans to turn a profit. The gloomy Dillard's and J.C. 
Penney results hurt Walmart Inc shares, which fell 2.0% even 
though the world's largest retailer beat same-store sales estimates 
and raised its full-year outlook. KB Home slumped 15.3% after the 
company cut its fourth-quarter revenue forecast. Shares of other 
homebuilders, including D.R. Horton Inc,Toll Brothers Inc and 
Lennar Corp, also fell. Shares of PG&E Corp extended their losing 
streak to a sixth day, hitting a 15-year low of $17.26 and ending 
down 30.7%. The utility company warned it could face liability in 
excess of its insurance if its equipment caused the deadly Camp 
Fire in northern California. 

Most Gulf stock markets were firm on Thursday. Egypt index 
rose sharply in active trade on buying of blue chips that was 
encouraged by strength in emerging markets, generally due to 
optimism over the Sino-US trade dispute. The Egyptian blue-chip 
index rose 1.4%, far outperforming the broader EGX100, which was 
almost flat. 



'I'm going to see this through': May vows to fight for Brexit  

(Reuters) Prime Minister Theresa May vowed to fight for her 
draft divorce deal with the EU on Thursday after the resignation 
of her Brexit secretary and other ministers put her strategy and 
her job in peril. Just over 12 hours after May announced that 
her cabinet had agreed to the terms of the deal, Brexit minister 
Dominic Raab and work and pensions minister Esther McVey 
resigned. Eurosceptics in May's Conservative Party said they 
had submitted letters calling for a vote of no confidence in her 
leadership. May called a news conference at her Downing 
Street residence to underline her determination to stay the 
course. Asked if she would contest any challenge to her 
position, she replied: "Am I going to see this through? Yes." 
However, hostility from government and opposition lawmakers 
raised the risk that the deal would be rejected in parliament, 
and that Britain could leave the EU on March 29 without a 
safety net. That prospect pushed the pound down as much as 
2% to $1.2731, although it recovered slightly after May's 
statement. The main stock index in Ireland, which is highly 
dependent on trade with Britain, plunged 3.8%. The German 
carmaker BMW, which produces its Mini model in Britain, said 
that, with the political situation so uncertain, it would continue to 
prepare for a 'no-deal' Brexit. Two junior ministers, two 
ministerial aides and the Conservatives' vice chairman joined 
Raab and McVey in quitting. May said she understood their 
unhappiness, but added: "I believe with every fiber of my being 
that the course I have set out is the right one for our country 
and all our people ... "I am going to do my job of getting the 
best deal for Britain." By seeking to preserve the closest 
possible ties with the EU, May has upset her party's many 
advocates of a clean break, and Northern Ireland's Democratic 
Unionist Party (DUP), which props up her minority government. 
Meanwhile, proponents of closer relations with the EU in her 
own party and the Labour opposition say the deal squanders 
the advantages of membership for little gain. Both sides say it 
effectively cedes power to the EU without securing the 
promised benefits of greater autonomy. 

Fed plans review of how it pursues goals 

(Reuters) The Federal Reserve, under pressure from a critical 
White House even while it largely hits its inflation and 
employment targets, will conduct an extensive review next year 
of how it guides the US economy as it seeks to become more 
open and accountable. The US central bank said on Thursday 
it will hold a series of forums across the country to hear from a 
"wide range" of stakeholders. By the time the review wraps up 
around mid-2019, it could lead to a rethink of the tools the Fed 
uses to achieve its goals and the way it communicates policy to 
the public and financial markets. The unusual announcement 
suggests that Fed Chairman Jerome Powell, who took over as 
head of the central bank in February, wants to quicken its 
decades-long march toward greater transparency and 
accountability in order to head off any damaging political 
interference. President Donald Trump has publicly slammed 
the Fed's gradual interest rate hikes, saying higher borrowing 
costs threaten the economic expansion. "Now is a good time to 
take stock of how we formulate, conduct, and communicate 
monetary policy," Powell said in a statement, noting that the 
Fed was close to meeting its inflation and employment goals. 
The Fed plans to host a series of events, including a research 
conference at its Chicago branch in June, to support the 
review. Policymakers then plan to discuss the perspectives 
gained and report their findings. 

TOP SELECTED NEWSTOP SELECTED NEWSTOP SELECTED NEWS   
Trump and Xi likely to get only framework trade deal 

(Bloomberg) The US still plans to raise tariffs on Chinese 
imports in January with President Donald Trump and China’s Xi 
Jinping likely at best to agree to a “framework” for further talks 
to resolve trade tensions at an upcoming meeting, Commerce 
Secretary Wilbur Ross said. The US and China are now 
discussing the agenda for the two leaders’ meeting on the 
sidelines of the Nov. 30-Dec. 1 Group of 20 summit in Buenos 
Aires and what a realistic outcome could be. When asked 
about a report that China this week had presented a list of 
possible concessions ahead of the talks, Ross said in an 
interview Thursday that everything leading up to the meeting is 
just “preparatory.” “The big event is going to be the one-on-one 
meeting with President Trump and President Xi at the G-20 
down in Argentina. All this other stuff is just preparatory until 
that. That’ll set if there is going to be a real framework," he said 
at the ribbon cutting for Cheniere Energy Inc.’s new liquefied 
natural gas export terminal in Corpus Christi, Texas. It can’t be 
expected that the two presidents will “get into intimate details -- 
how much LNG and how much this and that. It’s going to be big 
picture, but if it goes well, it’ll set the framework for going 
forward," Ross said. “We certainly won’t have a full formal deal 
by January. Impossible.” Ross said that the US is still planning 
on Jan. 1 to increase tariffs to 25% on some $200 billion in 
goods from China that became subject to a 10% import tax in 
September. 

City of London is far from finishing Brexit obstacle course 

(Bloomberg) The City of London averted one disaster with the 
draft Brexit deal announced Wednesday. But the resignation of 
Brexit Minister Dominic Raabshowed the obstacle course is far 
from over. Even if the UK Parliament clears the agreement -- 
and that’s still far from a sure thing -- negotiations on a new 
financial rulebook will continue well into 2020. The bottom line 
is that banks, brokers and asset managers continue to face 
talks going off the rails. "Our message to businesses continues 
to be: prepare for the worst, hope -- and advocate vigorously -- 
for the best," Charles Brasted, a partner at the law firm Hogan 
Lovells, said in a statement. The reaction highlighted the risks. 
Raab’s quitting -- saying he couldn’t "in good conscience" 
support the deal the cabinet grudgingly backed Wednesday -- 
underscored the peril facing Prime Minister Theresa May and 
the process itself. Meantime, the EU called a Nov. 25 summit to 
sign the deal. 

Canada’s housing market shows increasing signs of soft 
landing 

(Bloomberg) Canada’s once-lofty housing market is achieving a 
best-case soft landing for policy makers trying to cool things 
down without triggering a collapse. The latest string of data 
indicates the market is experiencing only a modest adjustment 
in prices in the face of higher interest rates and tougher 
regulations brought in to tackle a boom that saw values more 
than double in Toronto and Vancouver since 2009. It’s a 
Goldilocks scenario that reduces risk in what had become the 
economy’s main vulnerability -- an impressive achievement 
only a year after the country suffered a crisis of investor 
confidence because of debt and housing worries. “It’s a pretty 
good spot to be in, avoiding boom but avoiding bust as well,” 
Eric Lascelles, chief economist at Royal Bank of Canada 
Global Asset Management in Toronto, said in a phone interview 
Thursday. “The rule changes that have been made have been 
effective in cooling these markets down.” 
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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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