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Markets in brief 

 Market concerns returned. Sovereign bonds gained, equities slumped on higher safe-
haven demand amid concern over the U.S.-Sino trade war, EU-Italy’s budget clash, 
and rising borrowing costs. 

 Japanese yen slipped and commodity currencies recovered early morning after China 
pledged to help credit expansion while offering support to the stock market.  

 Australian dollar rebounded after Chinese central bank said it will support credit 
expansion. Aussie was pressured earlier by data showing slower economic growth in 
China. 

 Offshore Chinese yuan also recovered to trade near 6.93, after hitting yesterday 6.95 
(2-month low) 

 Euro traded under pressure as EU-Italy budget disputes continued to weigh on 
market sentiment. 

 The extra yield investors demand to hold Italy’s 10-year bonds over comparable notes 
in Germany rose to the highest level since April 2013.  

 Canadian dollar traded near 5-week lows. Today’s focus: Inflation and Retail Sales. 

 Oil prices edged higher, but still heading for a weekly loss. 

 Asian stocks managed to erase losses on China’s efforts to support markets. 

 U.S. stocks retreated yesterday on growing investor concerns. 

China trying to calm its market after weak growth figures 

China's economy grew a worse-than-expected 6.5% in the third quarter, the slowest 
pace since 2009, as trade tensions and a market rout hobbled efforts to stabilize growth. 
Industrial output also missed, while retail sales came in better than forecast. The data 
rolled in as the nation's top financial officials talked up the stock market and promised 
measures to help ease financial pressures on companies. Analysts say more is needed 
to address share pledging and other issues undermining sentiment. 

May could face rebellion over Brexit 

As PM Theresa May pursues a go-slow approach on Brexit, some in her party are 
thinking about siding with the opposition in voting down her plan in order to secure a 
second referendum, people familiar said. Her DUP allies are also restless, with Nigel 
Dodds dismissing talk of extending the transition as a continuation of the "pay but have 
no say" status quo that fails to address the Irish border.  

Italy’s budget fight rising to another level 

European leaders attacked Rome's spending plans as "unprecedented" and said the 
draft budget deficit can't stay at 2.4% of GDP. The spread between Italian 10-year bond 
yields over equivalent German debt widened to levels unseen since 2013. Deputy PM 
Luigi Di Maio blamed the spread on concerns that the populist government isn't united. 

U.S., U.K., France and Holland quitting Saudi investor summit 

Treasury Secretary Steven Mnuchin sent a tweet on Thursday saying that after meeting 
with Trump and Michael Pompeo he decided not to participate in the Future Investment 
Initiative. British trade minister Liam Fox has pulled out, the BBC reported on Thursday. 
Bruno Le Maire pulled out but said his absence would not jeopardize relations between 
France and KSA. His withdrawal was swiftly followed by that of Dutch finance minister 
Wopka Hoekstra. 
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 TIME (LT) EVENT FCAST PRIOR 

CNY 5:00 China GDP  6.60% 6.70% 

GBP 11:30 UK Public Sector Borrwoing 4.6b 5.9b 

CAD 15:30 Canada CPI MoM 0.10% -0.10% 

CAD 15:30 Canada Retail Sales MoM 0.30% 0.30% 

USD 17:00 US Existing Home Sales 5.29m 5.34m 

GBP 19:10 UK BoE Gov Carney speaks   

     

     

In focus today  

 

 

 

 

 

 

 

 

 

 

 

 

Next Week: Manufacturing and Services PMI for major countries, 
Canada BoC Policy Decision + Press Conference, ECB Policy Meeting + 
Press Conference, US Advance GDP QoQ 

 

 

 

 

 

The euro hovered near a one-week low against the dollar on 
Friday as the European Commission’s criticism of Italy’s 
populist budget sparked fresh concerns about political 
tensions in the common currency zone. The dollar index, a 
gauge of its value against major peers, was 0.03% higher at 95.925 
on Friday, having closed on Thursday at its highest level since Aug. 
21. That rise was driven by a steep fall in the euro on Thursday, 
which constitutes around 57% of the index. The euro was relatively 
higher at $1.1465 on Friday, steadying slightly after losing 0.4% 
overnight. The single currency hit its lowest intra-day level of 1.1447 
since Oct. 9 on Thursday after the European Commission said 
Italy’s 2019 budget draft is in serious breach of EU budget rules. 
The Commission said in a letter to Italian EM Giovanni Tria, that 
planned government spending was too high, the structural deficit - 
excluding one-offs and business cycle effects - would rise instead, 
not fall, and that Italian public debt would not come down in line with 
EU rules. This has sparked investor concerns about more political 
tensions in the EU between Brussels and member states, which has 
hurt the euro. The gap between Italian and German 10-year bond 
yield spreads hit its widest level in 5-1/2 years after news of the 
Commission letter broke. Italy’s prime minister defended the 
nation’s free spending budget, though markets were not impressed. 

The British pound hit a fresh 11-day low, but rebounded 
slightly to quote at $1.3027 versus the dollar. Traders placed 
bearish bets on the sterling as a EU-UK summit failed to yield a 
decision on Britain’s exit from the euro zone. British Prime Minister 
Theresa May, on Thursday said that the European Union’s proposal 
on the Irish border was unacceptable. 

The Japanese yen weakened after gaining on Thursday, 
reflecting the global risk-off mood due to rising geopolitical 
tensions between the US and Saudi Arabia, Italy’s budget woes 
and U.S-Sino trade war tensions. Wall street benchmark equity 
indices also tumbled more than 1.2% each, with technology stocks 
leading the pack. China’s economic growth in the third quarter 
slowed to 6.5%, its weakest pace since 2009 and below 
expectations, as a campaign to tackle debt risks and the trade war 
with the US weighed on the economy. 

Australian and New Zealand dollars trade higher, having 
flipped intra-day losses after the Chinese central bank said it 
will support credit expansion. The pledges from the PBOC and 
other regulators to support the economy and stock market came as 
3Q GDP data missed economist estimates. China is Australia’s 
largest trading partner. The Chinese yuan changed hands at 6.9339 
on Friday, trading flat versus the dollar, after recovering from its 
intra-day low of 6.9416. 

Oil prices nudged higher on Friday but were set for a second 
weekly drop amid higher US crude inventories, an ongoing 
Sino-US trade war and concerns over the death of a prominent 
Saudi journalist. For the week, US crude was down 3.5%, while 
Brent was 1.1% lower, putting both on track for a second 
consecutive weekly decline. 
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Asian stocks clawed back losses on Friday as China's efforts 
to bolster investor confidence helped its share markets rally, 
although data showing the world's second-largest economy 
growing at the slowest pace since 2009 capped broader gains. 
The MSCI's broadest index of Asia-Pacific shares outside Japan 
was up 0.3% after earlier falling as much as 0.9% ahead of the 
release of China's latest GDP reading.  

US stocks fell more than 1% on Thursday as the European 
Commission issued a warning regarding Italy's budget and 
concerns mounted over the possibility of strained relations 
between the US and Saudi Arabia, further denting investors' 
appetite for risk amid global trade tensions and rising interest 
rates. The benchmark S&P 500 index closed just above its 200-day 
moving average, a key indicator of long-term price trends. S&P 500 
technology and consumer discretionary stocks fell more than 2%, as 
did the tech-heavy Nasdaq. Among the S&P's major sectors, only 
utilities and real estate, considered defensive, avoided losses. Wall 
Street's major indexes pared early losses in morning trading but 
reversed course to fall further as European markets closed. Italian 
bond yields jumped after the European Commission deemed the 
country's 2019 budget draft to be in breach of EU rules. US stocks 
declined further after US Treasury Secretary Steven Mnuchin pulled 
out of an investor conference in Saudi Arabia as the White House 
awaited the outcome of investigations into the disappearance of 
Saudi journalist Jamal Khashoggi. Mnuchin's decision sparked 
worries of potential strain in US-Saudi relations, especially if Saudi 
leaders were found to have been involved in Khashoggi's 
disappearance. Investors raised concern that if Saudi Arabia were 
sanctioned, it could restrict oil supply and prompt a rise in energy 
prices. US stocks had opened lower as Chinese stocks fell 
overnight, sparking fresh worries about the impact of trade tensions 
on China's economy. Concerns over rising interest rates following 
Wednesday's release of the Federal Open Market Committee's 
minutes from its September meeting also pressured Wall Street's 
major indexes. Factors like trade war tensions and high interest 
rates were reflected in weak earnings reports from Cessna business 
jet maker Textron Inc and equipment rental company United 
Rentals Inc. Textron shares fell 11.3% and United Rentals shares 
sank 15.0%, while Sealed Air Corp shares slid 8.3% after the 
packaging company cut its full-year profit outlook due to higher raw 
material and freight costs. Among the few bright spots was Philip 
Morris International Inc, whose shares rose 3.5% after the Marlboro 
cigarette maker topped analysts' estimates for quarterly profit and 
sales. 

Gulf stock markets were mixed yesterday. Saudi Arabia’s stock 
index traded very narrowly as fears partially eased that the 
disappearance of Saudi journalist Jamal Khashoggi could damage 
the market by hurting foreign investment. State-linked Saudi funds 
bought blue chips in a support operation when the market plunged 
earlier this week, convincing some investors that there is little 
further downside for now at least. 

Major Company News 

 Tesla Inc on Thursday introduced a new $45,000 version of its Model 
3 sedan on its website, launching the car as U.S. tax breaks for Tesla 
cars are about to decrease. 

 Micron Technology Inc said on Thursday it planned to take full control 
of IM Flash Technologies joint venture with Intel Corp. 

 About 300 staff of National Australia Bank have been fired or left the 
company as a result of internal investigations into wrongdoing, Chief 
Executive Andrew Thorburn said on Friday, following public 
revelations of misconduct across the sector. 

 Japan's Toshiba Corp and IHI Corp have decided to dissolve their joint 
venture that make turbines for nuclear power plants due to weakened 
demand following the Fukushima disaster. 

 American Express Co topped Wall Street estimates for third-quarter 
profit on Thursday and lifted its yearly earnings forecast, as a 
strengthening U.S. economy powered higher credit card spending. 

 Amazon.com is opening its first office in Manchester, northern 
England, and expanding two other centers to house 1,000 new R&D 
roles in what it said was a major new investment in British innovation. 
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China's Q3 GDP growth slowest since 2009 

(Reuters) China's third quarter economic growth slowed to its 
weakest pace since the global financial crisis, and missed 
expectations, as a years-long campaign to tackle debt risks and 
the trade war with the US began to bite. The economy grew 
6.5% in the third quarter from a year earlier, slower than the 
second quarter, the National Bureau of Statistics said on 
Friday. Analysts polled by Reuters had expected the economy 
to expand 6.6% in the July-September quarter. The GDP 
reading was the weakest year-on-year quarterly growth since 
the first quarter of 2009 at the height of the global financial 
crisis. On a quarterly basis, growth slowed down to 1.6% from 
a revised 1.7% in the second quarter, in line with expectations 
of 1.6% growth. Importantly, second quarter sequential growth 
was revised down from the previously reported 1.8%, 
suggesting the economy carried over less momentum into the 
second half than many analysts had expected. Recent 
economic data have pointed to weakening domestic demand 
with softness across factory activity to infrastructure investment 
and consumer spending, as a multi-year crackdown on riskier 
lending and debt has pushed up companies' borrowing costs. 
Economists expect China's full-year growth to come in at 6.6% 
this year - comfortably meeting the government's 6.5% target - 
and 6.3% next year. China's exports unexpectedly kicked into 
higher gear in September, largely as firms front-loaded 
shipments to dodge stiffer US duties. But the stronger sales 
drove a record trade surplus with the US that could exacerbate 
the already-heated dispute between the two economic 
superpowers. Separate data on Friday showed China's factory 
output growth weakened to 5.8% in September from a year 
earlier, missing expectations while fixed-asset investment 
expanded at a slightly faster-than-expected 5.4% in the first 
nine months of the year. The factory output reading was the 
weakest since February 2016. 

China urge investor calm; stopping short of market rescue 

(Bloomberg) China’s top financial officials moved to shore up 
confidence in the country’s tumbling stock market, a rare show 
of coordinated verbal support as the government tries to 
prevent the deepest equity sell-off since 2015 from infecting the 
world’s second-largest economy. The statements from heads of 
China’s central bank, securities watchdog and banking and 
insurance regulator -- which promised measures to help ease 
financial pressures on companies -- underscored the growing 
sense of panic among investors after the country’s $3 trillion 
stock rout accelerated this week and the yuan slid to an almost 
two-year low. The call for calm came just hours before Chinese 
data showed a deeper-than-estimated economic slowdown, 
and a day after Donald Trump took new steps to escalate a 
trade war with Beijing. Chinese shares have tumbled at the 
fastest pace worldwide this year as concerns about trade 
tensions and weak economic growth combined with fears of 
forced selling by investors who pledged more than $600 billion 
of shares as collateral for loans. 

May gambles on slow Brexit to help revive flagging talks 

(Bloomberg) The U.K. and the EU are inching towards a plan 
that could help unblock Brexit negotiations and clear the path to 
a deal, raising hopes of progress after months of stalemate. 
While the EU summit in Brussels fell far short of the 
breakthrough it was long touted to be, a glimmer of hope 
emerged from the gloom that has descended on the process in 
recent weeks. The idea that’s breathing new life into the 
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negotiations is an old one: take more time to do the deal. Both 
sides now think there’s merit in keeping the U.K. inside the 
EU’s full membership rules for longer after it formally leaves, 
with an option to extend the 21-month transition period that’s 
due to end in December 2020. That would give negotiators 
more time to resolve the biggest obstacle that’s blocking the 
road to a deal: how to avoid customs checks at the border 
between the U.K. and Ireland. “There will be more difficult 
moments as we enter the final stages of the talks,” Prime 
Minister Theresa May told reporters in Brussels. “But I am 
convinced that we will secure a good deal that is in the 
interests of the U.K. and of the EU.” The move follows a bad 
month for Brexit talks. In September, May was humiliated when 
leaders rejected her plans at a summit in Salzburg, Austria, 
which she’d hoped would be a chance to persuade them to 
engage constructively. 

Italy faces off with EU as pressure mounts over budget  

(Bloomberg) The gloves came off in Italy’s fight with the EU, as 
several of the bloc’s leaders attacked the populist government 
in Rome and the EU’s executive warned that its budget draft 
won’t fly. Markets took fright at the prospect of more upheaval 
in the euro area’s most indebted nation after Greece, with the 
Five Star Movement-League coalition setting itself on a 
collision course with Brussels over its spending plans. Bonds 
and stocks fell as Prime Minister Giuseppe Conte, a law 
professor with no previous political experience, failed to 
convince his fellow EU leaders that Italy should be allowed to 
flaunt the EU’s fiscal rulebook. “We have no understanding 
whatsoever for Italy’s draft budget plan,” Chancellor Sebastian 
Kurz, who holds the EU’s rotating presidency, told reporters. 
“We in Austria will certainly not pay for the debts of others and 
we will not pay for left-wing populist election promises.” Italy 
was not on the agenda of the EU summit but its EU-skeptic 
stance on migration and above all its budget defiance came up 
in all the briefings by leaders. Even as Conte argued Italy’s 
case in one-on-one talks with Chancellor Angela Merkel, 
President Emmanuel Macron and Dutch Prime Minister Mark 
Rutte, the EU commission dispatched a letter to Rome saying 
its spending plans were excessive. It gave the government until 
Monday to provide an explanation for the “obvious significant 
deviation” to the rules. 

US asks for WTO panel over metals tariff retaliation 

(Reuters) The US is requesting that a World Trade 
Organization dispute resolution panel get involved in a clash 
over international retaliation over US tariffs on steel and 
aluminum, according to a US official familiar with the matter. 
The requests, filed on Thursday, cover tariffs by China, the EU, 
Canada and Mexico, which followed the US imposing a 25% 
duty on steel imports and a 10% tariff on aluminum imports, 
which it justified on national security grounds. Canada, Mexico 
and China had also planned to ask for a WTO panel examining 
those tariffs, according to another government official familiar 
with the matter. Earlier on Thursday, Norway said that it, the 
EU and other countries would seek the WTO dispute group's 
help. China has filed a request with the WTO to establish an 
expert group to determine the legality of the tariffs, its 
commerce ministry said late on Thursday. In a statement 
posted on its website, the ministry said the US decision to 
adjust the tariffs was an act of protectionism that seriously 
undermined multinational trade rules. It said consultations with 
the US under the WTO dispute settlement mechanism had 
failed to resolve China's concerns, prompting it to ask for the 
expert group to be established. 
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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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