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Markets in brief 

 Market risk appetite lifted up. US dollar was mostly steady but managed to rise 
against the safe-haven yen. On Monday, USD/JPY hit 111.61 yen, a 1-month low. 
Investors would closely watch FOMC meeting minutes that will be released at 21:00 
LT. Also, the markets were still waiting for the semi-annual U.S. currency report. 

 British pound got a boost by wage growth surging to highest level in 9 years. 
However, the outcome from Brexit deal negotiations continued to be the major driver. 

 Australian dollar benefited from a return in market risk sentiment. The currency 
gained additional support from RBA Deputy Gov. Debelle’s comments over the jobs 
market. Traders will shift attention to the official jobs report tomorrow at 3:30 LT. 

 U.S. stocks surged yesterday on upbeat earnings reports from major companies, in 
addition to solid economic data. All 3 indexes had their best 1-day gain since March. 

 Asian stocks rose today getting relief from a healthy recovery in Wall Street. 

 Most major Gulf stock markets rose yesterday. Saudi index managed to end higher 
after slumping in opening hours. Qatari index hit its highest since May 2017. 

Calls for Brexit transition period ... May heads for a battle 

EU Brexit negotiator Michel Barnier is open to extending Britain's Brexit transition by 
another year, the Financial Times reported on Tuesday. On the other hand, a senior 
Treasury department official, David Malpass, Treasury undersecretary for international 
affairs, warned that a hard Brexit could hurt global financial stability and said the U.S. is 
working with officials in the U.K. and EU to limit risks of Britain’s withdrawal from the 
bloc. Malpass said that Treasury will “closely monitor” developments in Europe with the 
hope that the parties can negotiate an “orderly” Brexit with a transition period to mitigate 
risks. Theresa May will urge her colleagues at today's EU summit to keep working 
toward a divorce deal despite no progress on the Irish border issue. The PM faces as 
many constraints at home, as ministers were told she doesn't have the votes for her 
proposal to pass, people familiar said.  

China Treasury holdings lowest in 14 months; US inflow highest since 2015 

Foreigners bought more than three times as much in U.S. Treasuries in August than in 
the previous month, posting the largest inflow since June 2015, data from the Treasury 
Department showed on Tuesday. Data showed that purchases of U.S. Treasuries 
totaled $63.13 billion in August, up from $18.94 billion the previous month. Treasury 
inflows were led by private investors, who bought $55.57 billion. Data also showed 
China’s Treasuries holdings declined to $1.165 trillion in August, the lowest since June 
2017, from $1.171 trillion in July. The world’s second-largest economy remains the 
largest non-U.S. holder of Treasuries.  

Trump attacked the Fed ... again 

Trump renewed his attacks on the Fed, calling it his "biggest threat." Speaking to Fox 
Business News, the president said Jay Powell "is raising rates too fast" given "very low" 
inflation. "It's independent so I don't talk with them, but I'm not happy."  

What will the FOMC meeting minutes hint? 

Fed watchers will scour today's minutes for any hint of vulnerability that may lead 
officials to consider either a near-term pause or a slower rate path next year, such as 
the extent of inflation weakness or tightening financial conditions. The September 
FOMC meeting, at which the broad majority signaled a preference for a hike in 
December, predated much of the recent market volatility. 
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 TIME (LT) EVENT FCAST PRIOR 

USD During day US Treasury Currency Report   

GBP 11:30 UK CPI YoY 2.60% 2.70% 

GBP 11:30 UK PPI Input MoM 0.90% 0.50% 

GBP 11:30 UK RPI YoY 3.50% 3.50% 

EUR 12:00 Eurozone Final CPI YoY 2.10% 2.10% 

EUR Day 1 EU Economic Summit   

CAD 15:30 Canada Manufacturing Sales MoM  0.90% 

USD 15:30 US Building Permits/Housing Start   

OIL 17:30 EIA Weekly Report   

EUR 19:30 German Buba Weidman speaks   

USD 21:00 US FOMC Meeting Minutes   

In focus today  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

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 US dollar was little changed against most of its major 
peers on Wednesday but made gains against the yen as upbeat 
Wall Street earnings turned global sentiment away from safe 
haven assets. Data on Tuesday showed that US industrial 
production increased for a fourth straight month in September, 
boosted by gains in manufacturing and mining output, but 
momentum slowed sharply in the third quarter. The dollar index 
(DXY), a gauge of its value against six major peers traded higher at 
95.198 on Wednesday. The greenback gained 0.13% against the 
Japanese yen on Wednesday, before giving up the gains to trade 
flat near 112.23. The yen had strengthened over seven out of eight 
sessions prior to Tuesday and hit a 1-month high of 111.61 on 
Monday. Market participants are awaiting further cues for the 
dollar's direction with minutes from the Fed's September meeting 
due for release on Wednesday. Investors are looking for clues on 
many how additional interest rate increases are likely this year. 
Interest rate futures are pricing in a 77% likelihood that the Fed will 
again raise rates at the US central bank's December meeting, 
according to the CME Group's FedWatch Tool. 

The British pound steadied, after tacking a gain of 0.25% 
versus the dollar on Tuesday. While cable was supported by 
stronger than expected labor data on Tuesday, investors are 
still doubtful that the EU Summit on Wednesday will yield 
much progress on the Northern Island border issue. PM 
Theresa May also faces opposition within her own cabinet and 
Parliament to her current plans for the future relationship with the 
bloc. Sterling rose yesterday against most of its Group-of-10 peers 
as data showed that average 3-month earnings excluding bonuses 
rose 3.1% and unemployment held at a 43-year low, indicating the 
economy is operating with little slack. Despite the stronger wage 
numbers, the Bank of England is not expected to increase interest 
rates before Britain leaves the EU in March.  

The Australian dollar, often considered a barometer of global risk 
appetite, traded relatively unchanged at 0.7140. The Aussie has 
gained marginally against the greenback over the past two trading 
sessions. It hit a more than 2-year low of 0.7039 on Oct. 8. Aussie 
was supported by comments from RBA Deputy Governor Guy 
Debelle saying the unemployment rate may fall faster than 
expected. The NZ dollar gained 0.1% versus the greenback, trading 
at 0.6589. The kiwi clocked a gain of 0.5% versus the dollar on 
Tuesday as domestic inflation picked up stronger than expected. 

Gold traded lower at $1223. The yellow metal hit its highest level 
since July 27 on Monday, hitting an intra-day high of $1,233. 

Oil prices extended gains into a fourth session on Wednesday, 
buoyed as industry data showed a surprise decline in US crude 
inventories and as geopolitical tensions over the 
disappearance of a prominent Saudi journalist stoked supply 
worries. US crude inventories fell by 2.1 million barrels last week, 
compared with analyst expectations for a build of 2.2 million barrels, 
API data showed after Tuesday’s settlement. 



STOCKS & BONDSSTOCKS & BONDSSTOCKS & BONDS   

Copyright: Bank of Beirut 2018 - Research Department - Global Markets Division 

Asian equities got some much needed relief on Wednesday 
after the jump in Wall Street helped restore a little confidence 
in emerging market stocks and currencies. Japan’s Nikkei 
leaped out of the gates with a rise of 1.03%, but still has a long way 
to go to recoup the past week’s losses. MSCI’s broadest index of 
Asia-Pacific shares outside Japan added 0.7% and South Korea 
0.97%. Chinese blue chips, however, lagged with a loss of 0.21%. 

US stocks surged more than 2% on Tuesday after upbeat 
earnings reports from major companies including UnitedHealth 
and Goldman Sachs and solid economic data, as equities 
rebounded from a recent sharp sell-off. Wall Street’s three major 
indexes tallied their biggest 1-day %age gains since March. The 
small-cap Russell 2000 recorded its biggest single-session gain in 
nearly two years. Technology, which sold off heavily in the recent 
pullback, led the gains as all 11 major sectors were positive. 
Investors are expecting another strong quarter of corporate profits, 
hoping the reports can calm nerves following concerns over global 
trade tensions and rising bond yields.  The gains marked a partial 
recovery from Wall Street’s recent steep pullback from record 
levels. The S&P 500 last week posted its biggest weekly drop since 
March, and some market-watchers said it was not clear that the 
recent volatility was over. The technology sector gained 3.0% while 
healthcare rose 2.9%. Those two groups have led the S&P 500’s 
advance this year. Goldman shares rose 3.0%, while Morgan 
Stanley shares gained 5.7%. In healthcare, shares of diversified 
product company Johnson & Johnson rose 1.9%, while insurer 
UnitedHealth Group gained 4.7% following their respective quarterly 
reports. Adobe shares jumped 9.5% following the software 
company’s analyst meeting, adding to the day’s upbeat sentiment 
for tech. Walmart shares rose 2.1% as its chief executive urged 
investors to revise their view of the company’s business. After the 
market closed, shares of Netflix, one of the closely watched group 
of FANG momentum stocks, jumped following the streaming video 
company’s report. On the downside, BlackRock shares dropped 
4.4% after the world’s biggest asset manager reported its lowest 
sales of equity, bond and other long-term investments since the 
second quarter of 2016. Shares of industrial distributor W W 
Grainger tumbled 11.9% after its report. In economic data, US 
industrial production increased for a fourth straight month in 
September, boosted by gains in manufacturing and mining output, 
while other data showed job openings hit a record in August. 

Most major Gulf stock markets rose. Saudi index plunged early 
on Tuesday on worries that the furor over the disappearance of 
dissident Jamal Khashoggi could damage foreign investment, 
but the market ended up after state-linked funds appeared to 
mount an operation to support it. The Saudi index tumbled as 
much as 4.0% in early trade as local retail investors, who account 
for the vast majority of trading activity, dumped shares. But the 
index closed 1.3% higher as state-linked funds came in to buy 
towards the close.  Qatar’s index jumped 2.0% to 10,032 points, its 
highest since May 2017. 

Major Company News 

 Goldman and Morgan Stanley topped estimates for investment 
banking, the only banks to do so this quarter. Goldman stock traders 
beat, boosted by derivatives, while fixed-income fell short of estimates. 
Morgan Stanley was the only Wall Street firm this quarter to exceed 
expectations in fixed income, equities and investment banking.  

 Netflix Inc shot 12% higher after the close as its results far outstripped 
market expectations with 7 million streaming customers added. 

 Uber Technologies Inc increased the size of its debut bond offering to 
$2 billion as orders for the private placement swelled, Bloomberg 
reported on Tuesday, citing people with knowledge of the sale. 

 Volvo shares tumbled after the world’s 2nd-largest truck-maker 
uncovered a faulty component in emissions-control setup of vehicles 
widely sold in Europe and US, manufacturer’s biggest markets. 

 Volkswagen’s Audi unit agreed to pay an 800 million euro fine for its 
role in the diesel- cheating scandal that has disrupted the car industry 
for more than three years and landed Audi’s longtime leader in jail. 

 YouTube, the Google-owned streaming service, said it was looking 
into reports of issues with its services after several people took to 
Twitter to complain about broadcasting issues. 

 Google will start charging smartphone makers that want to install its 
app store and services for devices sold in Europe, changes it says it 
must make to comply with a EU antitrust order in July that brought a 
record 4.3 billion euro ($5 billion) fine. 
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Trump widens Fed critique, calls it 'my biggest threat' 

(Reuters) US President Donald Trump heaped more criticism 
on the Federal Reserve in an interview with Fox Business 
Network on Tuesday, extending his discontent beyond its 
chairman, Jerome Powell, whom he has frequently critiqued in 
public. “My biggest threat is the Fed,” he said, according to 
excerpts released before the interview with “Trish Regan 
Primetime” airs. “I put a couple of other people there I’m not so 
happy with too but for the most part I’m very happy with 
people.” Last week, Trump criticized the US central bank twice, 
saying it was raising interest rates so swiftly that it threatened 
the country’s economic health. Nonetheless, in the face of a hot 
labor market and signs of inflation, the Fed has settled into a 
gradual policy tightening and is expected to raise interest rates 
again in December. Past US presidents have been reticent to 
criticize the central bank because its independence is seen as 
important for economic stability. But Trump in the past week 
has called the Fed “crazy,” “loco,” “ridiculous,” and “too cute.” 
Trump has said he is not trying to oust Powell, whom he 
appointed to replace former Chair Janet Yellen. The president 
also appointed two of the three other policymakers on the Fed’s 
powerful Board of Governors, Randal Quarles and Richard 
Clarida. The Fed independently makes policy decisions but 
regularly reports to Congress. Data since the Fed’s last 
meeting in September has been in line with its portrait of a 
strong economy, and policymakers have said they expect to 
continue a rate-hike cycle that began in late 2015. 

China Treasury holdings in August lowest since Jun 2017 

(Reuters) China’s holdings of US Treasuries fell for a third 
straight month in August to their lowest in more than a year, 
Treasury Department data showed on Tuesday, in what was 
likely a move to support its currency in the face of emerging 
market volatility. Data showed that China’s Treasuries’ holdings 
fell to $1.165 trillion in August, from $1.171 trillion in July. The 
world’s second-largest economy, though, remains the largest 
non-US holder of Treasuries. In August, the US-China tariff war 
escalated, and the concern was that China would retaliate by 
cutting its vast holdings of Treasuries. Japan’s holdings of 
Treasuries also dropped in August, to $1.029 trillion, the lowest 
since October 2011. In July, Japan’s holdings were at $1.035 
trillion. Japanese investors sold US and German bonds and 
bought British debt in August, data from Japan’s Ministry of 
Finance showed last week, though they may have become net 
buyers of US debt in October. The investors turned net sellers 
of US bonds and disposed a net 626.5 billion yen ($5.54 billion) 
worth of debt in August, the data showed. 

Cornered at home, May heads into EU summit battle  

(Bloomberg) Theresa May was told the latest Brexit proposals 
would be thrown out by Parliament in a stark reminder of the 
constraints on the UK prime minister as she heads into a 
summit to try to break the deadlock. According to three people 
familiar with the matter, government Chief Whip Julian Smith 
told her top ministers on Tuesday that the current guarantee to 
avoid a policed border with Ireland doesn’t have enough votes 
to pass. May got the briefing from the man in charge of 
ensuring she has the backing in Parliament for any negotiated 
deal with the EU before the UK leaves on March 2019. The 
situation is made all the more dangerous by the fact that her 
government doesn’t have a majority and faces opposition on all 
sides. The warning came a day before she heads to Brussels 
for a summit and needs to convince fellow leaders to show 

TOP SELECTED NEWSTOP SELECTED NEWSTOP SELECTED NEWS   
some flexibility on the issue that’s stumped negotiators for 
more than a year. Her counterparts have long known that the 
riskiest part of the negotiation would be when she takes the 
divorce deal back home to lawmakers. 

Barnier open to possibility of 1-year extension to transition 

(Reuters) EU Brexit negotiator Michel Barnier is open to 
extending Britain's Brexit transition by another year, the 
Financial Times reported on Tuesday. The possible one-year 
extension to the Brexit transition will be in return for British 
Prime Minister Theresa May accepting a "two-tier" backstop to 
avoid a border in Northern Ireland, the Financial Times 
reported, citing EU diplomats. According to a report in German 
newspaper Frankfurter Allgemeine Zeitung earlier on Tuesday, 
the European Commission offered to allow Britain to remain in 
the EU customs union and internal market beyond an agreed 
transitional arrangement until the end of December 2020. 

Percent wage pickup takes back seat to Brexit for BoE 

(Bloomberg) The fastest wage growth in almost a decade is a 
sign that inflation pressures are building, but the Bank of 
England may not act until it gets clarity on Brexit. Data from the 
Office for National Statistics Tuesday showed average earnings 
excluding bonuses rose 3.1% in the three months through 
August, the most since January 2009. While that backed up 
predictions by BOE officials for a long-awaited pickup in pay as 
unemployment remains at a 43-year-low, economists say Brexit 
uncertainty means no further increases are expected before 
Britain leaves the European Union in March. While the pound 
held gains after the data, bets on a BOE hike in March 
remained little changed at around 38%. The BOE last raised 
interest rates in August and said a series of increases will be 
needed over the next few years to contain inflation.z uesday’s 
data confirmed that wages are now growing faster than prices, 
providing relief for households squeezed by the inflation surge 
following the 2016 Brexit vote. Overall wage growth picked up 
to 2.7%, ahead of the 2.5% inflation rate in the period, and the 
BOE sees a pickup toward 3.5% next year. While wage growth 
remains below its pre-crisis average, muted productivity means 
that even a modest pickup could fuel inflation as companies 
raise prices to protect their margins. 

Italy talks up its expansionary budget  

(Reuters) Italian Prime Minister Giuseppe Conte said on 
Tuesday he was proud of his government's freshly approved 
expansionary budget while the European Commission warned 
it may run into opposition from euro zone partners. Italy's 
governing coalition of the right-wing League party and anti-
establishment 5-Star Movement vow not to backtrack, saying 
their big-spending plan is needed to boost growth and tackle 
worsening poverty in the euro zone's third-largest - but most 
sluggish - economy. On Monday night the coalition approved 
the 2019 budget bill that boosts welfare spending, cuts the 
retirement age and hikes deficit spending. The weeks of 
wrangling that preceded the budget's approval and the 
previously announced plan to raise the deficit took markets on 
a roller coaster ride, but its passage by Conte's cabinet seemed 
to be saluted with relief. Italian government bond yields 
dropped across the board, and the gap between the yield on 
the 10-year benchmark and its German equivalent narrowed. 
"We are convinced that austerity is a path that can no longer be 
followed," Conte told parliament ahead of a EU summit later 
this week where his peers are expected to ask him about the 
budget.  Conte said he would seek to explain the government's 
strategy to European partners in a dialogue "without prejudice". 

Copyright: Bank of Beirut 2018 - Research Department - Global Markets Division 

Wednesday, October 17, 2018Wednesday, October 17, 2018Wednesday, October 17, 2018   



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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