
GLOBAL MARKETS 

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

Monday, November 19, 2018Monday, November 19, 2018Monday, November 19, 2018   

Markets in brief 

 U.S. dollar eased slightly as several Fed officials expressed concerns over global 
growth outlook, pushing investors to review their expectations of future rate hikes. 

 U.S. treasury yields dropped. 10-year yield hit earlier today 3.0537%, its lowest since 
October 3 (6-week low). 

 Euro traded near $1.14 level benefiting from a weaker dollar. 

 British pound steadied after coming under heavy selling last week. 

 Australian dollar retreated following Pence’s attack on China, renewing concerns over 
U.S.-Sino trade disputes. The Aussie hit on Friday $0.7338, its highest since August 
29 (10-week high). Investors will be watching RBA policy meeting minutes tomorrow 
at 2:30 LT.  

 Oil prices rose as traders expect output cuts towards year end. 

 Asian shares were mixed amid conflicting signals over U.S.-China trade talks. 

 On Friday, Dow and S&P 500 rose after Trump said he doesn't think more tariffs are 
needed on Chinese imports. Nasdaq was dragged down by slump in Nvidia shares. 

PM May: UK has intense week of Brexit negotiations ahead 

Britain has an intense week of Brexit negotiations ahead in which it expects to finalize 
the details of its outline future relationship with the EU, PM Theresa May will say on 
Monday. May has had a tumultuous few days since unveiling a draft divorce deal with 
the EU on Wednesday last week, with several ministers, including her Brexit minister, 
resigning and some of her own members of parliament seeking to oust her. The British 
leader has vowed to fight on, on Sunday warning that toppling her risked delaying 
Britain's EU exit, and has said the future partnership agreement will help ensure the 
government delivers on the 2016 Brexit vote. The EU is due to hold a summit to discuss 
the deal on Nov. 25. May will say the withdrawal agreement set out last week, which has 
been strongly criticized by lawmakers on both sides, is a good deal for Britain. 

No confidence vote seems unlikely 

Opponents of May are six letters short of the threshold to trigger a no confidence vote, 
The Sun newspaper reported. The Sun said that 42 lawmakers in May’s Conservative 
Party had given firm assurances that they had submitted no confidence letters, short of 
the 48 needed. The Sun said 25 had publicly declared they have submitted letters while 
a further 17 have privately said they have written to Graham Brady, who collects a list of 
names anonymously in his role as chairman of the Tory 1922 committee. 

U.S. VP Pence attacking China 

Mike Pence's attacks on China are fueling fears of a new Cold War. The vice president's 
critiques during a week of summits ended with a call for nations to avoid loans that could 
leave them indebted to Beijing and a warning that the US isn't keen to end the trade war 
"until China changes its ways." Xi Jinping and Donald Trump meet at the G20 in a few 
weeks. APEC leaders couldn't agree on a joint statement for the first time since they 
began annual meetings in 1993. 

Italy standing firm on reforms 

Italy’s government is ready for dialog with the European Commission over the country’s 
budget plan for next year, yet the EU’s executive arm can’t seek to “massacre Italians” 
by trimming expenses aimed at boosting growth, Deputy Prime Minister Luigi Di Maio 
said. “We are ready to make major cuts on wasteful spending,” Di Maio told daily 
Corriere della Sera in an interview. “We would also eventually be ready for safeguard 
clauses that would protect against deficit widening. But the big reforms of this budget 
law need to remain in place.” 
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 TIME (LT) EVENT FCAST PRIOR 

EUR 11:00 Eurozone Current Account 24.2B 23.9B 

EUR 13:00 German Buba Monthly Report   

USD 17:00 US NAHB Housing Market Index 67 68 

     

     

     

In focus today  

 

 

 

 

 

 

 

Tuesday: RBA Monetary Policy Minutes, BoJ Kuroda speaks, RBA Gov. 
Lowe speaks, UK Inflation Report Hearings, US Building Permits and 
Housing Starts 

Wednesday: UK Public Sector Net Borrowing, US Durable Goods, US 
Initial Jobless Claims, US Consumer Sentiment, EIA Weekly Report 

Thursday: US Holiday, ECB Policy Meeting Accounts,  Eurozone 
Consumer Confidence 

Friday: Eurozone Manufacturing PMI, Canada Inflation, Canada Retail 
Sales 

The US dollar eased slightly versus other major currencies on 
Monday after Fed officials expressed caution over the global 
growth outlook, prompting traders to reassess the pace of 
future US interest rate increases. The greenback has enjoyed a 
strong run this year thanks to the Fed’s steady policy tightening on 
the back of a robust economy and rising wage pressures. A fourth 
rate hike for this year is expected next month and policy makers had 
indicated two more by June 2019. But comments on Friday by 
Richard Clarida, the Fed’s newly appointed vice chair, put to the test 
market expectations for a steady pace of tightening. Clarida 
cautioned about a slowdown in global growth, saying “that’s 
something that is going to be relevant” for the outlook for the US 
economy. Fed of Dallas President Robert Kaplan, in a separate 
interview with Fox Business, also said he is seeing a growth 
slowdown in Europe and China. The comments may hint that the 
Fed is set to slow down its pace of monetary tightening and led 
some traders to question whether the dollar’s rally was nearing its 
end, with the benchmark US 10 year treasury yields pulling back 
slightly. The dollar index .DXY, a gauge of its value versus six major 
peers, traded marginally weaker at 96.484, adding to a decline of 
0.5% on Friday. The dollar index had hit a 16-month high of 97.69 
on Nov. 12. The Japanese yen  was fetching 112.76 on the dollar, 
up slightly on the day. The dollar lost 0.9% versus the yen last week 
as traders rushed into the safe-haven Japanese currency on 
concerns over US-Sino trade tensions and political risks in Europe 
around Brexit and the Italian budget. 

The euro traded near $1.14 level, having advanced over the last 
four trading sessions despite weaker economic fundamentals. 
The single currency has gained 2.7% versus the pound since Nov. 
13 as uncertainty over a smooth Brexit deal remains at the forefront. 

The British pound steadied after coming under heavy selling 
last week amid turmoil over May's draft Brexit plan. The pound 
is expected to remain under pressure until the market gets more 
clarity on the progress of the Brexit deal. In the days since May 
unveiled a draft EU divorce deal, May’s premiership has been thrust 
into crisis. Several ministers, including her Brexit minister, have 
resigned and some of her lawmakers are seeking to oust her. With 
both pro-EU and pro-Brexit lawmakers unhappy with the draft 
agreement, it is not clear she will be able to win the backing of 
parliament for it, raising risk Britain leaves the EU without a deal. 

The Australian dollar traded lower as US-Sino trade tensions 
showed no signs of abating. Aussie and Kiwi slide from multi-
month highs in wake of the APEC summit of 21 nations wrapping up 
without a joint statement for the first time since the forum was 
founded. In early Sydney trade, AUD/USD fell as much as 0.4% to 
0.7302 in response to weekend comments from VP Mike Pence that 
the US wasn’t in a rush to end the trade war and would “not change 
course until China changes its ways”. The Aussie ended up 1.5% 
last week for its third weekly gain. Tuesday’s RBA Minutes are likely 
to be a low key affair given the Bank published its updated forecasts 
in the quarterly Statement on Monetary Policy last week. 

Oil prices rose around 1% on Monday as traders expected top 
exporter Saudi Arabia to push producer club OPEC to cut 
supply toward year-end. Despite that, market sentiment remains 
weak on signs of a demand slowdown amid deep trade disputes. 
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Major Company News 

 Volkwagen, Europe's largest carmaker, is up to two years of 
development work behind Alphabet Inc's Waymo in the area of self-
driving cars but is committed to catching up, the German group's chief 
executive told newspaper Welt am Sonntag. 

 Telecom Italia SpA is set to name former Merrill Lynch banker Luigi 
Gubitosi as its new chief executive officer after Amos Genish was 
ousted this week by allies of an activist shareholder, according to 
people familiar with the matter. 

 British petrochemicals company Ineos is in exclusive talks with 
ConocoPhillips to buy North Sea oil and gas fields worth $3 billion 
from the US energy company, the Sunday Times newspaper reported, 
without citing sources. 

 Aquestive Therapeutics Inc said on Friday the US Food and Drug 
Administration declined to approve its erectile dysfunction treatment 
and sought additional data. 

 Pfizer Inc said on Friday that it plans to hike US prices on 41 of its 
medicines in January, after walking back its previous planned price 
increases this summer under pressure from President Donald Trump. 

 Home-renting company Airbnb Inc said on Friday it had "substantially 
more" than $1 billion in revenue for Q3, marking its strongest quarter 
yet ahead of a widely anticipated initial public offering next year. 

 Visa Inc said on Friday it is taking a minority stake in Indian payment 
gateway BillDesk, as it seeks to grab a bigger slice of one of the 
fastest growing digital payments markets in the world. 

 China's CIC sovereign wealth fund is planning to set up a 
manufacturing investment fund in the United Kingdom, vice president 
Qi Bin said at Caixin's annual summit on Monday. 
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Asian shares crept cautiously higher on Monday amid 
conflicting signals on the chance of a truce in the Sino-US 
trade dispute, while the Federal Reserve’s new-found concern 
on the global economy undermined the dollar. MSCI’s broadest 
index of Asia-Pacific shares outside Japan tacked on 0.1% and 
Chinese blue chips 0.5%. Japan’s Nikkei gained 0.4%, but E-Mini 
futures for the S&P 500 slipped 0.3%. Sino-US tensions were 
clearly on display at an APEC meeting in Papua New Guinea over 
the weekend, where leaders failed to agree on a communique for 
the first time ever. 

US stocks were mixed on Friday. The S&P 500 and Dow 
Industrials rose on Friday after President Donald Trump said 
the US may not have to impose further tariffs on Chinese 
goods, but falling shares of Nvidia Corp dragged down the 
Nasdaq. All three indexes had been lower in early trade as an 
underwhelming outlook from Nvidia weighed on the tech sector.  US 
stocks moved higher after Trump said China seemed willing to 
make a deal on trade. But lagging Nvidia shares kept the Nasdaq in 
negative territory. Nvidia’s shares tumbled 18.8% after the 
chipmaker pointed to the decline in cryptocurrency mining as the 
cause of its declining sales. The chipmaker’s shares also weighed 
on the Philadelphia SE Semiconductor index .SOX, which declined 
1.2%. Facebook shares also dropped 3.0% upon renewed concerns 
that the company could face regulatory scrutiny following a New 
York Times report on Wednesday about the company’s attempts to 
deflect criticism of its handling of Russian propaganda. Comments 
from Richard Clarida, newly appointed Federal Reserve vice chair, 
that US interest rates were nearing the central bank’s estimates of a 
neutral rate also lent support to stocks, investors said. For the week, 
however, all three indexes posted losses. The S&P 500 fell 1.61%, 
the Dow lost 2.22%, and the Nasdaq shed 2.15%. SPNY Energy 
stocks rose 1.1% as oil prices recovered from sharp losses this 
week on expectations that OPEC and its allies would agree to cut 
output next month. S&P 500 utility stocks also jumped, advancing 
1.3%, as PG&E Corp shares surged 37.5%. Statements from the 
California Public Utilities Commission raised hopes that the 
embattled company could be spared from bankruptcy if it were 
found liable for the state’s deadliest-ever wildfire. Consumer 
discretionary stocks fell 0.5%. Continuing a gloomy week for 
retailers, shares of department store operator Nordstrom Inc 
tumbled 13.7% after quarterly same-store sales missed estimates 
and the company reported charges from a credit card problem. 

Gulf stock markets closed mixed on Sunday. Saudi index fell to 
a 1-month low on Sunday as banks led blue-chip declines amid 
negative investor sentiment. Qatari index firmed, helped by a 
rebound in Qatar Fuel shares. United Arab Emirates markets were 
closed for a religious holiday.  

China’s short-term government debt now yields less than its U.S. 
equivalent, putting fresh pressure on the yuan. One-year 
government securities in China offered a yield of 2.611% Friday, 
slightly below the 2.684% offered by one-year U.S. Treasury notes. 
As recently as the turn of 2017, the Chinese notes offered a 
premium of 2 percentage points. 



UK PM May: Getting rid of me risks delaying Brexit 

(Reuters) British PM May said on Sunday toppling her would 
risk delaying Brexit and she would not let talk of a leadership 
challenge distract her from a critical week of negotiations with 
Brussels. Since unveiling a draft divorce deal with the EU on 
Wednesday, May's premiership has been thrust into crisis by 
the resignation of several ministers, including her Brexit 
minister, and some of her own members of parliament are 
seeking to oust her. More than two years after the UK voted to 
leave the EU, it is still unclear how, on what terms or even if it 
will leave as planned on March 29, 2019. May has vowed to 
fight on, but with both pro-EU and pro-Brexit lawmakers 
unhappy with the draft agreement, it is not clear she will be 
able to win the backing of parliament for it, raising the risk 
Britain leaves the EU without a deal. "These next seven days 
are going to be critical, they are about the future of this 
country," May told Sky News. "I am not going to be distracted 
from the important job. "A change of leadership at this point 
isn't going to make the negotiations any easier ... what it will do 
is mean that there is a risk that actually we delay the 
negotiations and that is a risk that Brexit gets delayed or 
frustrated." To trigger a confidence vote, 48 of her Conservative 
lawmakers must submit a letter to the chairman of the party's 
so-called 1922 committee, Graham Brady. More than 20 
lawmakers have said publicly that they have submitted a letter, 
but others are thought to have done so confidentially. Brady 
told BBC Radio the 48 threshold had not yet been reached. 

APEC fail to reach consensus as US-China divide deepens 

(Reuters) Asia-Pacific leaders failed to agree on a communique 
at a summit in Papua New Guinea on Sunday for the first time 
in their history as deep divisions between the US and China 
over trade and investment stymied cooperation. Competition 
between the US and China over the Pacific was also thrown 
into focus with the US and its Western allies launching a 
coordinated response to China's Belt and Road program. "You 
know the two big giants in the room," Papua New Guinea 
(PNG) Prime Minister Peter O'Neill said at a closing news 
conference, when asked which of the 21 members of the Asia-
Pacific Economic Cooperation (APEC) group could not agree. 
O'Neill, who was chairman of the meeting, said the sticking 
point was over whether mention of the World Trade 
Organization and its possible reform should be in the Leaders' 
Declaration. "APEC has got no charter over World Trade 
Organization, that is a fact. Those matters can be raised at the 
World Trade Organization." The multilateral trade order that 
APEC was established in 1989 to protect is crumbling as 
Chinese assertiveness in the Pacific and US tariffs strain 
relations in the region and divide loyalties. A Leaders' 
Declaration has been issued after every annual APEC leaders' 
meeting since the first in 1993, the group's website shows. 
O'Neill said that as APEC host, he would release a Chairman's 
Statement, though it was not clear when. 

EU to tighten rules on foreign investment to fend off China 

(Bloomberg) The EU is hammering out the first bloc-wide rules 
to prevent foreign investments from threatening national 
security, as Chinese acquisitions foster political unease. 
Negotiators representing EU governments and the European 
Parliament may agree on draft legislation to screen foreign 
direct investments on Nov. 20, according to Franck Proust, a 
French member of the 28-nation assembly. Both sides have 
settled on 95% of the text and the goal at the meeting in 
Brussels is to bridge differences over the remaining part, which 

TOP SELECTED NEWSTOP SELECTED NEWSTOP SELECTED NEWS   
includes the politically sensitive matter of how far EU members 
can push concerns about FDI with their peers, said Proust. The 
deliberations show how a large degree of EU business is 
progressing in the shadow of the Brexit drama, which will 
include a special European summit on Nov. 25 to endorse a 
divorce deal. Concerns are mounting across the western world 
about national-security risks tied to foreign investment, 
particularly by China. 

Fed's job gets a lot more complicated after likely Dec hike 

(Bloomberg) For Federal Reserve Chairman Jerome Powell, 
the days of straightforward policy meetings are numbered. An 
interest-rate increase at the Dec. 18-19 gathering of the US 
central bank is priced at around 70% odds and the case for a 
move, backed up by comments from Powell and his colleagues 
this week, is supported by strong economic growth and ultra-
low unemployment. But a hike next month would also lift the 
top Fed’s benchmark target rate to 2.5% -- the bottom of 
officials’ range of estimates for a neutral policy setting that 
neither spurs nor slows growth. Going forward, officials will 
have to decide how much higher to go. Investors are reading 
their recent remarks as backing off from a policy on autopilot to 
a strategy that could see them pause in 2019 and wait for 
feedback from the economy. Fed officials in September 
estimated a range of 2.5% to 3.5% for a neutral policy rate. The 
Fed’s benchmark policy rate is currently 2% to 2.25%. 
Subsequent moves, as Powell’s remarks about maneuvering in 
the dark made clear, are highly dependent on what they bump 
into and what the shape of things they encounter tell them 
about the outlook. Officials including Fed Vice Chairman 
Richard Clarida and Chicago Fed President Charles Evans are 
not comfortable maintaining a stimulative rate at a time when 
the labor market is beyond their estimate of full employment 
and inflation is at their 2% target. 

Japan's exports rebound in Oct, driven by US car imports 

(Reuters) Japan's exports rebounded in the year to October, 
reversing from the prior month's surprise drop as US-bound car 
shipments grew, although slowing global demand and the 
intensifying US-China trade war cloud the outlook for export-
reliant Japan. Ministry of Finance (MOF) data out on Monday 
showed exports rose 8.2% in October from a year before, 
slightly below a 9.0% gain expected by economists in a 
Reuters poll. The export growth followed a revised 1.3% annual 
drop in September, which analysts say was caused by natural 
disasters that forced a closure of an international airport and 
crimped factory output, distribution of goods and inbound 
tourism. Monday's trade news followed gross domestic product 
data issued last week that showed Japan's economy, the 
world's third largest, shrank more than expected in Q3, hit by 
the natural disasters and sluggish exports.  

US manufacturing production increases; headwinds grow 

(Reuters) US manufacturing output rose for a fifth straight 
month in October, shrugging off a sharp drop in motor vehicle 
production and suggesting underlying strength in factory 
activity despite growing headwinds that are expected to slow 
the sector in 2019. The Fed said on Friday manufacturing 
production rose 0.3% last month. Data for September was 
revised up to show output at factories increasing 0.3% instead 
of advancing 0.2% as previously reported. Economists polled 
by Reuters had forecast manufacturing output rising 0.2% in 
October. Manufacturing, which accounts for more than 12% of 
the economy, is expected to slow down next year in part as the 
stimulus from the Trump's administration's $1.5 trillion tax cut 
package fades.  Copyright: Bank of Beirut 2018 - Research Department - Global Markets Division 
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