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US locks in duties 
on Chinese 
aluminum 
sheet imports
WASHINGTON: The US International Trade
Commission said it made a final determination
that American producers were being harmed
by imports of common alloy aluminum sheet
products from China, a finding that locks in
duties on the products. The ITC determination
means that duties ranging from 96.3 percent
to 176.2 percent previously announced by the
US Commerce Department would be put in
place for five years.

The department said last month the prod-
ucts were being subsidized and dumped in the
US market.

The decision marked the first time that final
duties were issued in a trade remedy case ini-
tiated by the US government since 1985.
Usually, trade cases are launched based on a
complaint from a US producer or group of
producers. The Trump administration has
promised a more aggressive approach to
trade enforcement by having the department
launch more anti-dumping and anti-subsidy
cases on behalf of private industry.

There were contrasting reactions from
trade organizations for aluminum producers
and the recreational boating industry to the
ITC move.

The decision “provides much-needed cer-
tainty and confidence to US common alloy
sheet producers, allowing them to invest,
grow, and add jobs to the US economy,”
Aluminum Association President and Chief
Executive Heidi Brock said in a statement.

The National  Marine Manufacturers
Association criticized the measure and urged
the administration to “to back off their tariffs
first trade policy.” “Boat builders are seeing a
30 to 40 percent price increase for aluminum
sheet, even though the vast majority source
the material domestically. In addition, the
compounding tariffs on Chinese aluminum
sheet have strained the global supply, making
it difficult for our industry to find enough alu-
minum sheet to keep up with manufacturing
demand,” it said.

In 2017, imports of common alloy aluminum
sheet from China were valued at an estimated
$900 million. The flat-rolled product is used
in transportation, building and construction,
infrastructure, electrical and marine applica-
tions. US aluminum industry firms, including
Aleris Corp , Arconic Inc and Constellium NV,
testified in the case last year about what they
termed a surge in “low-priced, unfairly traded
imports.”  —Reuters

NBK Money Markets Report

KUWAIT: US and global markets were clouded in
uncertainty last week as US government bonds yields
inverted for the first time in ten years and trade war ten-
sions reemerged. US treasuries yields have been steadily
declining the past month on expectations the US Fed will
cease its rate hiking cycle in 2019. The sentiment was
further supported after Fed Chairman Jerome Powell
recently declared that US interest rates were close to
their neutral levels. The neutral level is where interest
rates neither boost nor put the brakes on the economy.
Powell did not say whether rate hikes should stop at neu-
tral and stressed that the level was very difficult to esti-
mate. In any case, the statement would make the Fed
increasingly data dependent when adjusting its policy.

The trade spat between China and the US was flung
back into controversy after Huawei’s global chief financial
officer was arrested in Canada for violating US sanctions.
The CFO of the Chinese technology giant also happens
to be the daughter of the company’s founder. Sources
told Reuters in April that US authorities have been inves-
tigating Huawei since at least 2016 for allegedly shipping
US-origin products to Iran and other countries in viola-
tion of US export and sanctions laws. The arrest came lit-
erally days after US President Trump and his Chinese
counterpart Xi Jinping agreed to a truce that delayed the
imposition of new tariffs for 90 days. China had
expressed confidence in striking a trade deal with the US
within the ceasefire period, while also praising the recent
meeting with Trump as highly successful. The shock
arrest jeopardizes the resolution of the trade dispute and
threatens a more extreme retaliation from China. 

The convergence of bad news, risks to growth, and
expectations of capped interest rates all played a role in
the US treasury yield inversion. While all US yields
moved lower, the five year treasury yield in particular
had largest effect. It even fell below the two and three
year yields leading to the inversion. The concerns lay
with the fact that preceding every major US recession in
the past 50 years, there had been an inversion in the
yield curve where shorter-dated securities yielded more
than longer maturities. However, last week’s inversion
had only been limited to the short-end of the yield curve
rather than the more closely studied recession indicator
such as the gap between two and ten year note yields. As

it stands, investors and economists are debating whether
this warns of economic weakness or if it reflects market’s
doubt in the Fed’s ability to raise interest rates next year.

US Labor disappoints
The US’s latest labor data release supported market’s

bearishness on the US economy where job growth
slowed in November and monthly wages increased less
than expected. The data suggests some moderation in
economic activity that could support expectations of
fewer interest rate increases from the Federal Reserve in
2019. Nonfarm payrolls increased by 155,000 jobs last
month down from 237,000 and average hourly earnings
rose 0.2% in November after gaining 0.1% in October.

Vote on Brexit
Prime Minister Theresa May said last week that the

parliament’s vote on her Brexit deal will go ahead on
December 11 despite suggestions from lawmakers to
delay that vote to avoid a game-changing defeat. The
outcome is uncertain, particularly if May suffers defeat.
Some speculate it could lead to a change of prime minis-
ter, an attempt to revise the Brexit deal, the complete
collapse of government, or even a second vote on
whether Britain should leave Europe at all. May has been
trying to win over critics of an agreement that would
keep close economic ties with the European Union when
Britain leaves in March, but her warnings that it’s her
deal, no deal or no Brexit have fallen flat so far. Some
lawmakers have called on May to change the deal, and
have suggested she could use an EU summit next week
to try to win some concessions from officials to try to
ease some of their concerns. However, EU negotiator
Michel Barnier said on Thursday that the deal was the
best Britain will get. Theresa May’s proposal now needs
the backing of more than half of the 639 MPs that vote in
Parliament to pass.

Eurozone GPD slows
The euro zone economy grew at its slowest pace in

four years in the third quarter of 2018. GDP rose by 0.2
percent in the euro area compared with the previous
quarter’s 0.4 percent increase, according to an estimate
published by Eurostat. Year over year, GDP rose by 1.6

percent. The weak growth and soft underlying inflation
means the ECB will struggle to fulfill its policy normaliza-
tion plans over the next couple of years. As such, no poli-
cy or guidance changes are expected from the central
bank in their upcoming meeting December 13.

Safe havens rise, equities fall
Continuing with the risk adverse nature of the mar-

kets last week, safe haven currencies and gold were the
best performers as financial markets witnessed a demand
reduction in risky assets. The Japanese yen, Swiss franc,
gold and US government bonds were in high demand as
a result. In the past five trading sessions, the JPY and
CHF appreciated by 0.84 percent and 0.90 percent
respectively versus the US dollar. Gold opened the week
at $1,223 and reached its highest level in 5 months before
closing at $1,247.76 Friday.

US Equities dropped in reaction to the develop-
ments last week. Fears surrounding the outcome of the
Brexit process, plus wider concerns about the world
economy, seem to be weighing on the minds of

investors. Furthermore, expectations of decelerated
growth, driven in part by higher funding costs and the
end of Trump’s fiscal tax boost, began to materialize.
The S&P 500, Dow Jones and NASDAQ all lost around
5 percent of their value.

OPEC agrees on new cut
OPEC and its allies moved closer on Friday towards

finalizing a deal that would cut oil production by more
than the market had expected despite pressure from US
President Donald Trump to reduce the price of crude.
The tentative agreement would see OPEC members
reducing output by 0.8 million barrels per day while
non-OPEC members cutting by 0.4 million bpd. The
combined cut of 1.2 million bpd is set to begin in January.
Oil prices rallied around 5 percent after the news to
close the week at $61.67.

Kuwait
Kuwaiti dinar at 0.30370
The USDKWD opened at 0.30370 yesterday morning. 

OPEC, allies agree on new output cut

US, global markets clouded in
uncertainty, Brexit vote crucial

Italy’s League 
leader faces 
friendly fire 
over budget
ROME/PADUA: Italy’s deputy prime minister,
Matteo Salvini, normally relishes confrontation,
but now the firebrand populist is under attack
from a place he calls home.

Dissent is growing in his League party’s
political heartland, the industrial north, adding
to pressure on Salvini and his coalition partner
to reverse course on their 2019 budget.

“I always thought the League was able to
help people who work - real people - and for
this I had put my trust in them at this historic
moment,” said industrialist Patrizio Dei Tos, who
had high hopes when the League took power
six months ago. Now, he and other northern
entrepreneurs are not so sure.

Since the League and the anti-establish-
ment 5-Star party formed a government,
the economy has gone into reverse and the
new administration’s big-spending budget
plans have sent  interest  rates up and

prompted fears of another banking crisis.
In the regions of Lombardy and Veneto,

which together account for a third of the nation-
al economy and are run by League administra-
tions, small to medium-sized businesses have
begun to openly question party leader Salvini’s
strategy. “We are focusing on running the coun-
try according to emotions instead of the num-
bers,” said Dei Tos, whose wood-flooring firm
Gruppo Labor Legno has annual sales of
around 40 million euros ($45 million).

“We must be careful not to push our luck.”
Even as Salvini, who is also interior minister,
wins national popularity from his crackdown on
immigration, his core constituency of family
entrepreneurs, from the self-employed to rich
industrialists, fear the economy is already in
recession and the government’s spending plans
will make things worse.

Salvini is stretching the League’s brand, win-
ning new voters but straying somewhat from his
northern base. He is basically holding firm for
now and the League is ready only to make a
minor cut to the 2019 budget deficit target of
2.4 percent of GDP, senior party sources said.

But dissent in League heartlands adds to the
intense pressure on him to give ground on the
budget in a confrontation that the European
Commission and investors believe could under-
mine the euro zone.

The deficit target is three times the amount

pencilled in by the previous administration, and
has been rejected by the Commission as a
breach of EU rules requiring Rome to steadily
reduce its public debt burden.

Italian bond yields exceed those on safe-
haven German bonds by almost 3 percentage
points, double the spread that prevailed before
the government was sworn in. That has prompt-
ed lenders to raise interest rates and fanned
fears of financial instability, since banks are
large holders of government bonds.

Milan’s stock index has fallen by a fifth since
mid May. Growth fell 0.1 percent in the third
quarter, with some economists predicting
another contraction in the fourth as consump-
tion and investment weaken. Last month, con-
sumer and business confidence touched two-
year lows.

Feeling abandoned 
Alberto Bombassei , co-founder and

chairman of auto-parts maker Brembo,
based in Lombardy, notes that his firm has
lost almost a quarter of its value since the
new government was sworn in.

“For many, the problem is 5-Star but
even our good chap Salvini has agreed on
measures he shouldn’t have agreed on.
Both have abandoned the business commu-
nity,” said Bombassei, whose company
employs more than 3,000 in Italy.

Vincenzo Boccia, head of Italy’s biggest
business lobby Confindustria, once held
high hopes for the League, telling a meet-
ing of industrialists in the northern city of
Vicenza in September: “The League is
close to the working class and to the entre-
preneurs. We have very high expectations.”

Now, he voices deep disappointment at
the way the coalition is managing the euro-
zone’s second-biggest manufacturer.

“The budget does very little for growth
and Italy could tumble into recession. A
consistent part of our members have voted
for the League but 100 percent of those I
have met are against  this  f iscal  plan,”
Boccia said in a TV interview.

Confindustria wants Rome to boost
infrastructure investment and says the
budget instead focuses spending on wel-
fare measures: a League promise to ease
retirement rules and a 5-Star pledge to
introduce a kind of universal income to
fight poverty. 

On Monday, Confindustria joined other
employers’ groups representing 65 percent
of GDP to demand the government change
course and boost investment. League politicians
deny they are under pressure from their sup-
porters to change course on the budget, saying
the unhappiness is directed at 5-Star rather
than Salvini. —Reuters

Licking their 
wounds, fund 
managers prep 
for rally in 2019
NEW YORK: With bond and equity mar-
kets from the United States to emerging
markets all on pace to lose money this year,
investors have not seen this much red on
their screens since 1972, the last time no
asset class returned at least 5 percent.

Yet fund managers are finding things to
like despite the recent market volatility,
which sent the Dow Jones Industrial
Average down more than two percent this
week. As they start to position their portfo-
lios for 2019, fund managers, from firms
including ValueWorks, Sierra Investment
Management and Federated Investors, say
they are looking at sectors that could snap
back next year thanks to a combination of
more attractive valuations and a decline in
the dollar.

Such a rally in both fixed income and
equities markets would not be unprece-
dented. A 20 percent decline in the value of
the dollar pushed the S&P 500 up nearly
38 percent in 1995, while the US bond mar-
ket returned nearly 17 percent the same
year following one of the worst fixed-
income bear markets in memory. “If you
look out at the broader picture, a lot of
things are going right,” said Terri Spath,

chief investment officer at Sierra
Investment Management, citing strong con-
sumer confidence and other economic indi-
cators. “It’s easy to make a bull case
because the economy is humming along
just fine, but the market is nervous because
the headlines are really loud and no one
likes the unknown,” she said.

Part of the yield curve inverted this
week when yields on 5- year Treasuries
dropped below those on both the 2- and 3-
year securities, a signal that has preceded
every US recession in recent memory by
between 15 months and 2 years. Yet the
long delay between a yield curve inversion
and a full recession can still be a profitable
time to invest, said Charles Lemonides,
founder of New York-based hedge fund
ValueWorks.

“I don’t buy the thesis that the economy
is slowing, but I do believe we are late in
the cycle. We’re going into a period where
investors are getting a little fooled by the
headlines and avoiding names that have
excitement,” he said. As a result, Lemonides
has increased his long exposure to compa-
nies that have sold off, including battered
semiconductor maker Micron Technology
Inc, whose shares are down 37 percent
over the last six months, and iPhone maker
Apple Inc , whose shares are down nearly
23 percent over the last 3 months. At the
same time, Lemonides has increased his
short position on defensive stocks like con-
sumer staples companies Clorox Co and
Church & Dwight Co Inc, which have bene-
fited from the market volatility.

Chad Oviatt, director of investment

management at Huntington National Bank,
said his firm has been increasing its alloca-
tion to U.S. large-cap stocks in anticipation
that declining bond buying by the
European Central Bank and a resolution of
US-China trade tensions will derail the rally
in the dollar this year. That should improve
margins for US exporters.

A Reuters poll of 60 currency analysts
that ended Dec. 5 forecast that the dollar
will be weaker against major currencies
next year, with most of the declines coming
in the second half of 2019.

Linda Bakhshian, a portfolio manager of

several value-oriented funds at Federated,
said the recent stock market volatility has
made stocks, including Apple, JPMorgan
Chase & Co , Walmart Inc and Microsoft
Corp more attractive at a time when the US
economy continues to look stronger than
either Europe’s or China’s. Low oil prices,
continued job growth and strong consumer
spending will likely prolong the US econom-
ic expansion well past next year, she said.

“If the markets were to close for the
year today, people would go into 2019
thinking that there are more opportunities
given the valuations,” she said.  —Reuters

NEW YORK: Traders work on the floor of the New York Stock Exchange (NYSE)
before the Closing Bell on Friday in New York City. —AFP
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