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Markets in brief 

 Global markets steadied after the heavy sell-off yesterday. The U.S. dollar and 
Japanese yen retreated slightly on lower safe-haven demand. Many uncertainties are 
weighing on currency markets as investors await developments for Brexit, trade talks 
between the U.S. and China, and Italy’s budget. 

 U.S. dollar was already under pressure as investors started to expect fewer interest 
rate hikes after the Fed lately showed economic worries. 

 Euro traded higher; but EU-Italy budget disputes could keep it under downward bias. 

 British pound traded sideways amid no clarity over the Brexit deal. 

 Australian dollar rose benefiting from a lift in market risk appetite. The currency earlier 
dropped on dovish comments from RBA Gov. Lowe.  

 Canadian dollar hit a 5-month low with slumping oil prices. 

 Oil prices recovered from a 6% plunge in previous session WTI hit $52.77, its lowest 
since October 27, 2017 (13-month low). Brent crude hit $61.71, its lowest since 
December 7 (11-month low). 

 Asian stocks slipped on increased global economic concerns. 

 U.S. stocks ended down yesterday, mainly dragged by energy and retail stocks. 

U.S. attacking China on continued IP theft 

The U.S. accused China of continuing a state-backed program of intellectual property 
theft. The new accusations were detailed in a 53-page report released by USTR Robert 
Lighthizer's office 10 days before Trump is due to meet China's Xi on the sidelines of a 
G-20 summit in Argentina.  

Trump again calling for lower interest rates 

Trump called on the Fed to cut interest rates despite signs that another hike is on the 
way as soon as next month. And one of Jay Powell's colleagues seems to agree. 
Minneapolis chief Neel Kashkari said the central bank should pause its tightening cycle, 
adding that regarding Trump: "Substantively, we're probably saying something similar, 
though I would argue our styles are somewhat different." 

EU’s reply later today 

The EU releases its opinion on budget plans of euro-area nations today and may move 
closer to imposing financial penalties on Rome for breaking fiscal rules. The report won't 
likely boost sentiment for Italian bank stocks and sovereign bonds, Bloomberg 
Intelligence said. The 10-year Italy-German yield spread is back at 326.62 bps, less 
than 1bp from the more than five-year high hit Oct. 18.  

May heading to Brussels amid political standoff 

Theresa May heads to Brussels to hammer out a vision for the U.K.'s future trade 
relationship with the EU. She may be back to mulling technological solutions for the Irish 
border, the FT reported, even though such options don't currently exist. Meantime, the 
DUP again refused to vote with the government, forcing acceptance of Labour 
amendments to its budget law.   

U.K. banks ready for no Brexit deal 

The BoE has taken the necessary steps to prepare the U.K. banking system for the 
potential turmoil of a no-deal Brexit, Gov. Carney said. Carney said on Tuesday that the 
U.K. Parliament had “acted with alacrity and responsibility” on key legislation needed to 
avert the cliff-edge risks posed by a disorderly divorce. The BOE on Nov. 29 will provide 
Parliament with an analysis of how the draft withdrawal agreement will affect the central 
bank’s ability to deliver on its mandates for monetary policy and financial stability. 
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 TIME (LT) EVENT FCAST PRIOR 

EUR 11:30 UK Public Sector Net Borrowing 5.6B 3.3B 

USD 15:30 US Durable Goods MoM -2.20% 0.70% 

USD 15:30 US Core Durable Goods MoM 0.40% 0.005 

USD 15:30 US Initial Jobless Claims 215k 216k 

USD 17:00 US Consumer Sentiment 98.4 98.3 

USD 17:00 US Existing Home Sales 5.20M 5.15M 

OIL 17:30 EIA Weekly Report   
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Thursday: US Holiday, ECB Policy Meeting Accounts,  Eurozone 
Consumer Confidence 

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

The US dollar traded firm against major peers on Wednesday, 
extending overnight gains as investors shunned riskier assets 
in favour of safe haven currencies on escalating worries about 
slowing global growth and the US-Sino trade war. With 
sentiment souring and a global equities rout on Tuesday, risk 
averse traders sought shelter in the liquid dollar, which climbed from 
a two-week low hit earlier on Tuesday. The greenback had been 
under pressure for most of this week as cautious comments by 
Federal Reserve officials and surprisingly weak US economic data 
suggested the central bank could slow the pace of monetary policy 
tightening. The dollar index, measuring performance against six 
major peers, was steady at 96.704 on Wednesday. The index 
gained 0.65% in the previous trading session. With the Federal 
Reserve widely expected to raise interest rates by 25 bps in 
December, analysts think the greenback could trade with a positive 
bias in the short term, despite lowering their longer-term rate hike 
expectations. The yen traded at 112.84, with the greenback gaining 
0.06%. The yen hit its highest level this month on Tuesday at 
112.29 per dollar before losing steam as dollar bulls took charge. 
Despite its safe haven status, the yen’s strength has been muted. 
Analysts suspect this is because Japanese investors have kept their 
money in US and foreign markets, rather than bring it home. 

The euro traded with a weak bias after losing 0.7% of its value 
on Tuesday. Wider confidence retreated on Tuesday as Italian 
bank shares hit a two-year low and the spread between German 
and Italian bond yields widened. Italy is at loggerheads with the 
European Commission and many fellow euro zone governments 
over its expansionary 2019 budget, which breaks EU’s fiscal rules. 

The British pound was little changed, having lost 0.5% versus the 
greenback on Tuesday. The pound is seen likely to trade sideways 
until the market gets more clarity on progress in the Brexit deal. 

The Canadian dollar dropped to a 5-month low versus the 
dollar to trade at 1.3293 as the price of crude fell to its lowest 
level in more than a year ahead of next month’s OPEC meeting. 
Canada is one of the world’s top oil exporters. 

The Australian dollar, often considered a barometer of risk 
appetite, staged a slight recovery along with US equity futures, 
gaining 0.35% to trade at $0.7239. NZ dollar also climbed. Earlier, 
the Aussie dollar touched a week low amid a broad sell-off in 
commodities and stocks. Kiwi slid in response to benchmark milk 
prices falling for eighth straight auction. The initial decline in AUD/
USD can be attributed to RBA Gov. Lowe’s comments overnight. He 
said unemployment rate could probably fall another half a %age 
point without wages accelerating too fast. He also said that he’s 
closely watching housing market and starting to get concerned 
about credit supply in the economy.  

Oil prices clawed back some of the previous day's more than 
6% plunge, lifted by an API report of an unexpected decline in 
US commercial crude inventories as well as record Indian 
crude imports. But investors remained on edge, with the 
International Energy Agency (IEA) warning of unprecedented 
uncertainty in oil markets due to a difficult economic environment 
and political risk.  
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Major Company News 

 Target Corp shares slumped 10.5% after Q3 profit missed analysts’ 
estimates. The company’s investments in its online business, higher 
wages and price cuts hurt margins.  

 Department store operator Kohl’s Corp shed 9.2% after its full-year 
profit forecast fell below expectations. Warnings from retailers added 
to caution for investors, already on edge over recent sharp losses in 
technology shares, a slowdown in global growth, peaking corporate 
earnings and rising interest rates.  

 Best Buy Co Inc raised its full-year earnings forecast on Tuesday, as 
the largest U.S. consumer tech retailer sold more mobile phones and 
home theater systems, but stayed cautious on its outlook for the 
holiday shopping season. 

 Amazon.com Inc and private equity firm Blackstone Group are bidding 
for Walt Disney Co's 22 regional sports networks, including New York-
focused Yes Network, CNBC reported on Tuesday. 

 Home improvement chain Lowe’s Cos Inc fell 5.7% after it unveiled 
further plans of restructuring in the face of worse-than-expected sales 
numbers. TJX Cos Inc slipped 4.4% after the discount retailer’s 
holiday-quarter earnings forecast came in largely below estimates.  

 Smaller rival Ross Stores fell 9.4% after it forecast fourth-quarter same
-store sales below analysts’ expectations.  

 Apparel retailer Gap Inc missed analysts' estimates for quarterly same
-store sales on Tuesday, hit by another poor performance in its 
namesake brand. 

 Drugstore owner Walgreens Boots Alliance Inc and health insurer 
Humana Inc are in preliminary discussions to take equity stakes in 
each other, the Wall Street Journal reported  
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Asian stocks slipped on Wednesday as intensifying concerns 
about global economic growth gripped financial markets, 
sending US shares tumbling and driving the safe haven dollar 
up from a two-week low. Spreadbetters expected European stocks 
to open slightly higher on bargain hunting after several days of 
losses. MSCI's broadest index of Asia-Pacific shares outside Japan 
fell 0.45%. The Shanghai Composite Index swerved in and out of 
the red and was last down 0.05%. Australian stocks lost 0.51%, 
South Korea's KOSPI retreated 0.4% and Japan's Nikkei fell 0.35%. 

US stocks sold off for a second day on Tuesday as energy 
shares dropped with oil prices, and retailers including Target 
and Kohl’s sank after weak earnings and forecasts, fueling 
worries about economic growth. The Nasdaq closed at its lowest 
level in more than seven months while the S&P 500 and Dow ended 
at their lowest since late October, a day after Apple, internet and 
other technology shares dropped, further shaking confidence in a 
group of stocks that has propelled the long bull market. Apple 
shares dropped again on Tuesday, falling 4.8% to its lowest level 
since early May, as concerns lingered over slowing demand for 
iPhones. Warnings from retailers added to caution for investors, 
already on edge over recent sharp losses in technology shares, a 
slowdown in global growth, peaking corporate earnings and rising 
interest rates. The day’s losses left the S&P 500 and Dow in 
negative territory for the year, with the Dow now down about 1% 
and the S&P 500 down 1.1% since Dec. 31. The S&P energy index 
tumbled 3.3% and led sector losses. US oil prices ended the day 
down 6.6% amid concerns about rising global supplies. The S&P 
500 retail index lost 2.7% in its eighth straight session of losses. 
Signs of cooling demand for iPhones have wide-ranging 
implications for technology and internet companies. Apple’s shares 
have now lost more than 20% of their value, which is roughly $250 
billion, since the stock’s Oct. 3 record closing high. Goldman Sachs 
trimmed its price target on Apple for the second time in just over a 
week, saying the balance of price and features in the new iPhone 
XR may not have been well received by users outside of the US. 

Major Gulf stock markets fell on Tuesday. Abu Dhabi index 
suffered its biggest one-day drop since June as bank shares 
weighed on the index. In the United Arab Emirates, Q3 corporate 
earnings were not impressive despite a strong performance from 
the banking sector. Saudi index slid 0.7%, weighed down by 
petrochemical stocks. The Qatari index was also hurt by bank 
shares, losing 1.3% after three straight sessions of gains in its 
biggest fall since August. The Middle East’s largest lender, Qatar 
National Bank. lost 3.4%. 

Italian government bond yields jumped to one-month highs on 
Tuesday, pushed up by risk aversion on global markets. Those rises 
were limited after senior euro zone officials downplayed the threat of 
immediate euro zone contagion, but sentiment remained bearish 
ahead of Wednesday's official response from the EU on Italy's draft 
budget which is expected to see a negative response. 



China failed to alter 'unfair, unreasonable' trade practices 

(Reuters) The Trump administration on Tuesday said that 
China has failed to alter its "unfair" practices at the heart of the 
US-China trade conflict, adding to tensions ahead of a high-
stakes meeting later this month between US President Donald 
Trump and Chinese President Xi Jinping. The findings were 
issued in an update of the US Trade Representative's "Section 
301" investigation into China's intellectual property and 
technology transfer policies, which sparked US tariffs on $50 
billion worth of Chinese goods that later ballooned to $250 
billion. "We completed this update as part of this 
Administration's strengthened monitoring and enforcement 
effort," USTR Robert Lighthizer said in a statement. "This 
update shows that China has not fundamentally altered its 
unfair, unreasonable, and market-distorting practices that were 
the subject of the March 2018 report on our Section 301 
investigation." In the update, USTR said it had found that China 
had not responded "constructively" to the initial section 301 
reports and failed to take any substantive actions to address 
US concerns. It added that China had made clear it would not 
change its policies in response to the initial investigation. USTR 
said that China was continuing its policy and practice of 
conducting and supporting cyber-enabled theft of US 
intellectual property and was continuing discriminatory 
technology licensing restrictions. 

EU to take first step to disciplining Italy over 2019 budget 

(Reuters) The European Commission will on Wednesday take 
the first step towards disciplining Italy over its draft 2019 
budget, backed by euro zone governments worried that Rome's 
borrow-and-spend plans could trigger another debt crisis that 
would hurt them all. As the guardian of EU laws, the 
Commission checks that draft budgets comply with EU limits on 
deficit and debt before they are voted on by parliaments. 
Around noon (13:00 LT), it will publish its opinions on the drafts 
of all the 19 countries sharing the euro, including that of Italy's 
eurosceptic government, which has been revised only slightly 
from the version the EU executive rejected in October. The 
Commission will therefore also publish a report that Italy is in 
breach of the EU law that says public debt cannot be higher 
than 60% of GDP, or, if it is, has to be falling towards 60% at a 
satisfactory pace. Italy says expansionary measures are 
needed to head off an economic slowdown affecting the whole 
of Europe. Economy Minister Giovanni Tria says France has 
been given greater leeway than Italy on its budget in recent 
years, and has pointed out that Italy's "primary balance", 
excluding debt-servicing costs, has been in surplus for almost 
20 years. But at 131%, Italy's debt is proportionally the second 
highest in the euro zone after Greece's. The Commission 
forecasts that it will remain at that level through 2020. 

BoE chief Carney backs UK PM May's Brexit deal 

(Reuters) Bank of England Governor Mark Carney gave his 
backing to a Brexit deal struck by British Prime Minister 
Theresa May, saying the alternative of leaving the EU with no 
transition could be akin to the 1970s oil shock. "We have 
emphasized from the start the importance of having some 
transition between the current arrangements and the ultimate 
arrangements," Carney said, speaking to lawmakers on 
Tuesday. "So we welcome the transition arrangements in the 
withdrawal agreement ... and take note of the possibility of 
extending that transition period." May agreed with Brussels last 
week on a deal for Britain's withdrawal from the EU in little 
more than four months' time. But the agreement faces stiff 
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resistance in her Conservative Party, meaning it could fail in 
parliament. The value of sterling fell sharply on concerns that 
Britain could leave the EU with no deal. Carney angered many 
euroskeptics before the 2016 Brexit vote by warning of a hit to 
economic growth from a decision to leave the EU. On Tuesday 
he said a lack of a transition would deliver a "large negative 
shock" to the British economy "This would be a very unusual 
situation," he said. "It is very rare to see a large negative supply 
shock in an advanced economy. You would have to stretch 
back at least in our analysis until the 1970s to find analogies." 
Carney also said there were limits to what the BoE could do in 
the event of a Brexit shock to the economy, both in terms of 
offsetting a fall in demand and ensuring the country's banking 
industry was able to continue lending. Carney and other BoE 
officials speaking alongside him on Tuesday repeated their 
warning to investors not to assume that the central bank would 
respond to a no-deal shock by cutting interest rates, as it did 
after the Brexit referendum in 2016. 

Oil markets head into unprecedented uncertainty: IEA Birol 

(Reuters) Oil markets are entering an unprecedented period of 
uncertainty due to geopolitical instability and a fragile global 
economy, the head of the IEA said on Tuesday. Concerned 
about an emerging production overhang similar to the one that 
led to a price slump in 2014, the OPEC is pushing for a supply 
cut of 1 million to 1.4 million bpd. The US restored sanctions 
targeting Iran's oil sector in early November, cutting the 
country's crude exports by close to 1 million bpd from a 
summer peak. Although Washington has pledged eventually to 
halt all of Iran's global sales of crude oil, for now it has said 
eight buyers - China, India, South Korea, Japan, Italy, Greece, 
Taiwan and Turkey - can continue imports without penalty.  

German car CEOs invited for White House talks  

(Bloomberg) The Trump administration has invited the CEOs of 
three German automakers for talks at the White House as 
European and US government officials try to negotiate a new 
trade agreement, according to people familiar with the matter. 
Trump is tentatively planning to meet with the chief executives 
of BMW AG, Daimler AG and Volkswagen AG after the Nov. 22 
Thanksgiving holiday, one of the people said on condition of 
anonymity to discuss private deliberations. The executives are 
consulting with Berlin before their meeting with Trump 
administration officials, according to the people. White House 
communications staff didn’t immediately respond to a request 
for comment. For the US president, the talks could be a way to 
push the EU toward a broader trade deal.  

Ghosn arrest brings Nissan-Renault tensions to surface 

(Bloomberg) Tensions between Nissan Motor and Renault SA 
over the future of their car-making partnership have exploded 
into the open as the downfall of Chairman Carlos Ghosn roils 
the automotive industry and his top lieutenant, Hiroto Saikawa, 
moves to consolidate power in his absence. The two 
companies, which are connected via a complex structure of 
cross-shareholdings and joint manufacturing, have drastically 
differed in their reactions to Ghosn’s arrest in Japan on 
suspicion of financial offenses. Tuesday night in Paris, 
Renault’s board stopped short of firing the French-Brazilian 
executive, and asked Nissan to hand over details of his alleged 
misdeeds. Nissan, by contrast, said after he was detained on 
Monday that it intends to dismiss Ghosn, 64, as chairman -- 
acting with a haste that’s fueled open speculation that he was 
the victim of a coup by Saikawa, who serves as Nissan’s CEO, 
and others opposed to deeper integration between the two 
companies. Nissan’s board will meet on Thursday. Copyright: Bank of Beirut 2018 - Research Department - Global Markets Division 
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