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Markets in brief 

 U.S. dollar gained ground today after it was pressured earlier by weak retail sales 
data and lower treasury yields.  

 Safe-haven demand dropped. Japanese yen and Swiss franc traded lower, after  
benefiting earlier from recent tensions between the West and Saudi Arabia, in 
addition to uncertainty over Brexit deal talks. 

 U.S. 10-year treasury yield remained elevated but far from 7-year high reached last 
week.  

 British pound steadied as investors wait for more clarity from Brexit talks.  

 Australian dollar got support as RBA minutes showed more confidence in the 
economy. 

 New Zealand dollar advanced on better-than-expected inflation data. 

 Canadian dollar firmed helped by higher rate hike expectations following BoC 
business survey. 

 Oil prices edged higher on signs that Iran exports are declining ahead of the 
upcoming sanctions in November; current geo-political tensions also provided 
support. However, a weak demand outlook remained a drag on prices. 

 Asian shares bounced modestly after heavy losses in previous sessions.  

 U.S. stocks ended lower yesterday after a choppy session, dragged down by 
technology shares, in addition to ongoing concerns over high interest rates and 
corporate earnings. 

 Most Gulf stock markets were slightly higher yesterday. Saudi index rebounded 
erasing Sunday’s big losses. 

RBA’s minutes sees a longer period of rate on hold 

Australia’s central bank said a weaker currency is likely helping economic growth, while 
reinforcing its message that interest rates will remain unchanged, according to minutes 
of its October policy meeting released in Sydney Tuesday. Next move in cash rate 
“more likely to be an increase” but, given only gradual progress on unemployment and 
inflation, there’s “no strong case” for a near-term adjustment. The bank sees solid GDP 
growth in Q3, but expects it “to have moderated a little” from strength in first half. On the 
strengthening greenback, the bank said that “the resultant modest depreciation of the 
Australian dollar was likely to have been helpful for domestic economic growth” 

“No deal” Brexit more likely? 

A no-deal Brexit is more likely than ever before, European Council President Donald 
Tusk told EU leaders ahead of their summit Wednesday, even as Theresa May and 
Emmanuel Macron struck a positive tone. UK House of Commons leader Andrea 
Leadsom hosted eight cabinet ministers Monday evening to discuss their concerns 
about May's plans, the Telegraph reported.  

U.S. might not attend Saudi investment summit 

Trump said he’s uncertain whether his administration will participate in a Saudi 
investment conference in the wake of the disappearance of journalist Jamal Khashoggi. 
Treasury Secretary Steven Mnuchin, who was scheduled to attend the Riyadh 
conference, will decide by Friday whether to participate, Trump told reporters on 
Monday during a visit to Georgia to survey hurricane damage. 
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 TIME (LT) EVENT FCAST PRIOR 

USD During day US Treasury Currency Report   

NZD 12:45 NZ CPI QoQ 0.70% 0.40% 

AUD 3:30 AU RBA Policy Meeting Minutes   

CNY 4:30 China CPI YoY 2.50% 2.30% 

GBP 11:30 UK Jobs Report   

EUR 12:00 Eurozone Trade Balance 15.0b 12.8b 

EUR 12:00 Eurozone ZEW Econ Sentiment -9.2 -7.2 

USD 17:00 US JOLTS Job Openings 6.90m 6.94m 

USD 23:00 US TIC Long-term Purchases  74.8b 

In focus today  

 

 

 

 

 

 

 

 

 

 

 

 

Wednesday: UK CPI, RPI, PPI, US Building Permits and Housing 
Starts, EIA Weekly Report, FOMC Meeting Minutes 

Thursday: Japan Trade Balance, AU Jobs Report, BoJ Kuroda speaks, 
UK Retail Sales, EU Economic Summit, US Philly Manufacturing Index, 
US Initial Jobless Claims 

Friday: China GDP QoQ, YoY, Fixed Asset Investment, Industrial 
Production, NBS Press Conference, BoJ Kuroda speaks, Eurozone 
Current Account, UK Public Sector Borrowing, Canada Inflation, Retail 
Sales, US Existing Home Sales, BoE Gov Carney speaks 

The U.S. dollar edged up on Tuesday after it was dented by 
weak U.S. retail sales data overnight. The dollar index .DXY, a 
gauge of its value against six major peers, traded steady at 95.177, 
gaining 0.12% on Tuesday, but off an intraday high of 95.37 on 
Monday prior to release of the retail sales data. That data 
suggested consumers were reluctant to spend, and came as U.S. 
bond yields cooled off from its seven-year high last week. The 
benchmark U.S. 10 year yields consolidated at 3.16%, having hit a 
7-year high of 3.26% on Oct. 9. To some analysts, the dollar has not 
been moving like a safe-haven currency at present. 

Safe-haven currencies gave up early gains to trade lower. The 
Japanese yen weakened by 0.29% and changed hands at 112.10. 
The yen had hit a 1-month high of 111.61 on Monday. The Swiss 
franc weakened 0.21% versus the dollar to trade at 0.9895, after 
tacking on 0.45% overnight. Both the yen and Swiss franc have 
attracted buyers amid tensions between the Western powers and 
KSA, which has been under pressure since a prominent Saudi 
journalist Jamal Khashoggi, a critic of Riyadh and a U.S. resident, 
disappeared on Oct. 2 after visiting the Saudi consulate in Istanbul. 
An impasse over Brexit talks and global trade tensions have added 
to the cocktail of negative factors that battered global stocks. 

The British pound was trading flat as investors wait for more 
clarity over post-Brexit status of land border with Ireland. 

The euro lost marginally to 1.1571, but still well off a 7-week low of 
1.1429 hit last Tuesday. Chancellor Angela Merkel's Bavarian sister 
party said on Monday it would back political stability in Berlin after 
suffering big losses in a regional election that their far-right foes 
hailed as "an earthquake" that would rock the coalition government. 

The Australian dollar edged lower after gaining earlier on 
hawkish remarks in the minutes of the RBA’s October policy 
meeting. The minutes showed policy makers remained upbeat on 
the economic outlook overall. The New Zealand dollar advanced 
0.2% versus the dollar to trade at 0.6564 as domestic inflation 
picked up faster than expected in the third quarter. 

The Canadian dollar strengthened to its highest in five days against 
its US counterpart on Monday, after a quarterly business survey by 
the Bank of Canada supported bets for another interest rate hike 
from the central bank as soon as next week. 

Oil prices rose on signs of falling Iran oil exports ahead of US 
sanctions against Tehran in November, while geopolitical 
tensions remain over a missing Saudi journalist. Iran has 
exported 1.33 million bpd to a few countries including India and 
China in the first two weeks of October, according to Refinitiv Eikon 
data. That was down from at least 2.5 million bpd in April before 
Trump withdrew from a multi-lateral nuclear deal with Iran in May. 
As looming Iran sanctions raise supply concerns, Saudi Arabia’s 
Energy Minister Khalid al-Falih said on Monday the kingdom is 
committed to meeting India’s rising oil demand and is the “shock 
absorber” for supply disruptions in the oil market. 
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Asian stocks bounced modestly on Tuesday, gaining a toe-
hold after a week of heavy losses, although increasing 
tensions between Saudi Arabia and the West fanned 
geopolitical concerns and capped gains. MSCI's broadest index 
of Asia-Pacific shares outside Japan nudged up 0.25%, crawling 
away from a 19-month trough touched on Thursday. Japan's Nikkei 
bounced 0.95% following a decline of nearly 2% the previous day. 

US stocks ended lower in a choppy trading session on 
Monday, dragged down by technology stocks amid lingering 
worries over interest rates and corporate earnings. The 
benchmark S&P 500 index teetered between positive and negative 
territory for much of the day but moved definitively lower in the last 
half-hour of trading. The Dow, which was positive for most of the 
session, reversed course. The technology index fell 1.6%, weighing 
the most on the S&P 500, while defensive sectors such as real 
estate, consumer staples and utilities led the S&P’s major sectors 
in%age gains. The major stock indexes sold off sharply last week, 
which led to their sharpest weekly%age declines in seven months. 
Investor concerns have mounted about the impact on corporate 
profits of tariffs and rising borrowing costs as the third-quarter 
earnings season kicks into high gear this week. The Treasury 
Department released data on Monday showing that the US federal 
government closed the 2018 fiscal year with the biggest deficit since 
2012. It ended the 12 months through September $779 billion in the 
red as tax cuts hit revenues and the government paid more to 
service a growing national debt. Yields on the benchmark 10-year 
Treasury note were at 3.1557%, holding above September’s levels 
but below the levels that prompted last week’s sell-off. The top 
gainers on the S&P were L3 Technologies Inc, which jumped 
12.8%, and Harris Corp, which climbed 11.9%, after the military 
communication equipment providers announced an all-stock merger 
to create the sixth-largest US defense contractor. 

Most Gulf stock markets were slightly higher on Monday. Saudi 
index rebounded sharply from losses suffered in the wake of 
the disappearance of dissident journalist Jamal Khashoggi, as 
local institutions bought shares actively. The Saudi index - 
which had plunged 7.2% in the previous two days on fears that 
Khashoggi’s case could trigger US sanctions against Riyadh and 
shrink inflows of foreign investment - jumped 4.1% in heavy trade, 
erasing Sunday’s losses. 

 

 

Portuguese and Italian government bond yields fell on Monday, 
outperforming euro zone peers after Moody’s ratings agency 
upgraded Portugal by one notch, back to investment grade, 
and Italy’s budget plans came back into focus. Moody’s is the 
last of the big three agencies to lift Portugal from the junk status 
acquired during the euro zone debt crisis. 

Major Company News 

 Bank of America Corp shares dropped 1.9% after loan growth at the 
second-largest US bank lagged rivals and fees from advising on deals 
and underwriting bonds fell in the third quarter. 

 Apple shares fell 2.1% after Goldman Sachs said there were multiple 
signs of rapidly slowing consumer demand in China, which could affect 
demand for iPhones this fall. 

 A bankruptcy judge on Monday approved $300 million in financing to 
keep department store chain Sears Holdings Corp open through the 
holiday season, giving the century-old retailer that once dominated US 
shopping malls a chance to remain in business. 

 The Microsoft co-founder passed away at the age of 65 from 
complications of non-Hodgkin's lymphoma. In 1975, he and Bill Gates 
formed the company that helped usher in a PC revolution.  

 AstraZeneca will keep its freeze on manufacturing investments in 
Britain if the country's exit from the EU fails to give enough clarity on 
future trading relations, chairman was quoted as saying on Monday. 

 Venezuela’s state-owned oil company PDVSA is preparing to pay 
holders of its 2020 bond some $950 mn this month, after failing to 
make interest payments on most other bonds this year (Reuters) 

 Cloud technology company Twilio Inc said on Monday it would buy 
email technology firm SendGrid Inc in an all-stock deal valued at about 
$2 billion, combining two firms that handle communications between 
apps and their users. 
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RBA sees lower currency supporting growth 

(Bloomberg) Australia’s central bank said a weaker currency is 
likely helping economic growth, while reinforcing its message 
that interest rates will remain unchanged, according to minutes 
of its October policy meeting released in Sydney Tuesday. Next 
move in cash rate “more likely to be an increase” but, given 
only gradual progress on unemployment and inflation, there’s 
“no strong case” for a near-term adjustment. Sees solid GDP 
growth in third quarter, but expects it “to have moderated a 
little” from strength in first half. Highlighted fall in spare capacity 
in labor market, lower youth unemployment and decline in rate 
for those unemployed for up to a year. Notes declines in 
Sydney and Melbourne house prices “had become more 
widespread” in both cities. Uncertainty over how consumption 
will respond to prolonged low-income growth and/or declining 
house prices. Liaison with retailers continued to point “to below- 
average growth” in nominal retail spending. The Reserve Bank 
of Australia remains in a holding pattern as its record-low cash 
rate strengthens economic growth and boosts hiring -- but fails 
to ignite the inflation that would underpin tighter policy. A 
weaker currency would aid that task and in the meantime it’s 
talking up the outlook and betting that falling unemployment will 
eventually drive wages higher. The central bank is also closely 
watching a fall in property prices for signs of any impact on 
household spending. 

May and Macron strike dovish tone before Brexit summit 

(Bloomberg) UK Prime Minister Theresa May struck a 
conciliatory tone on Brexit a day after negotiations broke down, 
as she joined her French counterpart in calling for cool heads 
to prevail. In Brussels too, the mood was more positive 24 
hours after negotiations were put on ice. A EU diplomat told 
reporters the stalemate in talks was "more of a pause than a 
breakdown," and said the bloc isn’t ruling out progress at a 
leaders’ summit on Wednesday. "I do not believe the UK and 
the EU are far apart," May told lawmakers on Monday. "The 
shape of a deal across the vast majority of the withdrawal 
agreement - the terms of our exit - are now clear." French 
President Emmanuel Macron, who has taken the most hardline 
stance in Brexit talks, also sounded pragmatic -- he believes 
"collective intelligence" will prevail. He said technical talks -- 
which were put on hold on Sunday -- should continue and both 
sides want to avoid the disruption of a chaotic split. Leaders 
were hoping to have the outline of an agreement ready for 
Wednesday, to allow the final divorce agreement to be signed 
off in mid-November. That is now looking ambitious, but the ball 
is in the leaders’ court to try and reach some kind of political 
compromise. Irish Foreign Minister Simon Coveney said “it is 
obviously disappointing that it has not yet been possible to 
make the decisive progress that we urgently need in the 
negotiations.” 

Italy approves deficit-hiking budget, awaits EU's verdict 

(Reuters) The Italian cabinet on Monday signed off on an 
expansionary 2019 budget, boosting welfare spending, cutting 
the retirement age and hiking the deficit to set up a showdown 
with authorities in Brussels over compliance with EU rules. The 
government of the right-wing League and the anti-
establishment 5-Star Movement had already issued the 
financial framework for the budget, raising the target for next 
year’s deficit to 2.4% of gross domestic product. That is 
comfortably below the EU’s 3% ceiling, but up sharply from a 
targeted 1.8% this year, unnerving financial markets and 

TOP SELECTED NEWSTOP SELECTED NEWSTOP SELECTED NEWS   
contravening EU regulations that call on Italy and similarly 
highly indebted countries to narrow the deficit steadily toward 
zero. So far, the reaction from Brussels has been irate, with EU 
commissioners threatening to reject the package before 
formally receiving it, and triggering a war of words with Rome. 
The Commission will now assess the fiscal framework - a 
separate document from the budget law - over two weeks, and 
could dismiss it and ask Rome to draw up a new one. The EU 
executive has never taken this step since it was given beefed-
up powers in 2013. 

US government posts widest deficit since 2012 

(Reuters) The US government closed the 2018 fiscal year $779 
billion in the red, its highest deficit in six years, as Republican-
led tax cuts pinched revenues and expenses rose on a growing 
national debt, according to data released on Monday by the 
Treasury Dpt. New government spending also expanded the 
federal deficit for the 12 months through September, the first 
full annual budget on the watch of US President Donald Trump. 
It was the largest deficit since 2012. The data also showed a 
$119 billion budget surplus in September, which was larger 
than expected and a record for the month. A senior Treasury 
official said the monthly surplus was smaller when adjusted for 
calendar shifts. Economists generally view the corporate and 
individual tax cuts passed by the Republican-controlled US 
Congress late last year and an increase in government 
spending agreed in early February as likely to balloon the 
nation’s deficit. Trump and his fellow Republicans have touted 
the tax cuts as a boost to growth and jobs.  

China local govts' hidden debt could total $5.8 trillion: S&P 

(Reuters) Off-balance-sheet borrowings by Chinese local 
governments could be as high as 40 trillion yuan ($5.78 trillion) 
and amount to "a debt iceberg with titanic credit risks", S&P 
Global Ratings said in a report on Tuesday. When including so-
called "hidden" local government debt, the ratio of government 
debt to gross domestic product (GDP) could have reached an 
"alarming" level of 60% in 2017, according to S&P. China has 
said it would take steps to measure, assess and curb local 
government debt. Such off-balance-sheet borrowing is done 
outside the annual debt quota approved by the central 
government and via non-bond channels. As of the end of last 
year, China's outstanding government debt on balance sheets 
amounted to 29.95 trillion yuan, of which local authorities have 
raised 16.5 trillion yuan through bond issuances since 2015. 
S&P said local governments' off-balance-sheet borrowings 
might be as high as 30 trillion to 40 trillion yuan. "That's a debt 
iceberg with titanic credit risks," it said. 

Japan says US has not raised forex manipulation in talks 

(Reuters) Japanese Finance Minister Taro Aso said on 
Tuesday that the US government had not spoken to Tokyo 
about including provisions against currency manipulation in free 
trade talks. Aso's comments come after US Treasury Secretary 
Steven Mnuchin said on Saturday that Washington wants to 
include a provision to deter currency manipulation in future 
trade deals, including the one it is negotiating with Japan. The 
new provisions would be based on the currency chapter in its 
new deal to revamp NAFTA. Mnuchin's remarks have raised 
concerns that the Japanese government's efforts to keep 
currency policy separate from free trade talks are not working, 
and that it could be dragged into a dispute with Washington 
about the yen's valuation. "The US side has not brought up the 
issue of currencies since we agreed in February last year that 
these matters would be discussed between Mnuchin and 
myself," Aso said. 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 
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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