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Austria to press
ahead with digital
tax: Chancellor
VIENNA: Austrian Chancellor Sebastian Kurz vowed
Saturday to press ahead with a tax on large internet and
technology companies, following France’s example, as the
European Union struggles to finalize a new EU-wide levy.
France, which is pushing for a new so-called “GAFA tax”
— named after Google, Apple, Facebook and Amazon — is
advancing with its own tax from January 1 to ensure the
global giants pay a fair share of taxes on massive business
operations in Europe.

“It is only fair that internet giants in Europe pay a prop-
er amount of tax,” Kurz said, according to a statement. “In
addition to a EU-wide move, we’ll also act on a national
level. We will introduce a digital tax in Austria.” Kurz said
that EU member states “agree in principle that there is a
need for such a tax.” He said Finance Minister Hartwig
Loeger was in the process “of working out the details and
their implementation and will unveil the basic framework at
the beginning of January.” —AFP
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CURRENCY BUY SELL
Europe

British Pound 0.380095 0.393995
Czech Korune 0.005517 0.014817
Danish Krone 0.042632 0.047632
Euro 0. 341057 0.345757
Georgian Lari 0.134867 0.134867
Hungarian 0.001146 0.001336
Norwegian Krone 0.030967 0.036167
Romanian Leu 0.065164 0.082014
Russian ruble 0.004430 0.004430
Slovakia 0.009088 0.019088
Swedish Krona 0.029965 0.034965
Swiss Franc 0.303012 0.0314012

Australasia
Australian Dollar 0.206387 0.218387
New Zealand Dollar 0.198374 0.207874

America
Canadian Dollar 0.217961 0.220961
US Dollars 0.300050 0.306350
US Dollars Mint 0.300550 0.305350

Asia
Bangladesh Taka 0.003027 0.003828
Chinese Yuan 0.042767 0.046267
Hong Kong Dollar 0.037004 0.039754
Indian Rupee 0.003740 0.004512
Indonesian Rupiah 0.000016 0.000022
Japanese Yen 0.002673 0.002853
Korean Won 0.000262 0.000277
Malaysian Ringgit 0.069653 0.075653
Nepalese Rupee 0.002607 0.002947
Pakistan Rupee 0.001611 0.002381
Philippine Peso 0.005808 0.006108
Singapore Dollar 0.217357 0.227357
Sri Lankan Rupee 0.001373 0.001953
Taiwan 0.010152 0.010332
Thai Baht 0.009007 0.009557
Vietnamese Dong 0.00013 0.00013

Arab
Bahraini Dinar 0.792194 0.808694
Egyptian Pound 0.014596 0.020314
Iranian Riyal 0.000084 0.000085
Iraqi Dinar 0.000208 0.000268
Jordanian Dinar 0.424685 0.433685
Kuwaiti Dinar 1.000000 1.000000
Lebanese Pound 0.000156 0.000256
Moroccan Dirhams 0.021717 0.045717
Omani Riyal 0.783682 0.789362
Qatar Riyal 0.079252 0.084192
Saudi Riyal 0.080020 0.081320
Syrian Pound 0.001289 0.001509
Tunisian Dinar 0.097258 0.106258
Turkish Lira 0.051581 0.063081
UAE Dirhams 0.081384 0.083084
Yemeni Riyal 0.000989 0.001069

KUWAIT: The US government partial shutdown
seems to be heading into 2019 after funding ran out
on December 21st. US President Donald Trump is still
blaming the Democrats for the partial shutdown and
the loss of income for federal employees. There is no
sign of progress towards a budget to fund the cur-
rently closed nine government departments. The issue
remains that Trump is demanding $5 billion to build
the wall at the southern borders while the democrats
call such spending wasteful and ineffective. 

White house Press Secretary Sarah Sanders
issued a statement to clarify Trump’s view on the
matter “The president has made clear that any bill to
fund the government must adequately fund border
security to stop the flow of illegal drugs, criminals,
MS-13 gang members, child smugglers and human
traffickers into our communities - and protect the
American people,” she said. “The president does not
want the government to remain shut down, but he
will not sign a proposal that does not first prioritize
our county’s safety and security.”

Wall Street saw one of its best days since the great
recession last Wednesday. Although more than one
factor played a part in the rebound in equities after a
severe meltdown, a MasterCard report indicated that
sales during the Christmas season rose the most in six
years and managed to alleviate concerns over the
health of the US economy. 

Moreover, White House officials attempted to
calm any fears over the job status of Fed Chairman
Powell, who came under fire from Trump after the
central bank continued with raising rates. Initially,
Trump had labeled the Federal Reserve as the “only
problem” in the US economy after a Fed meeting

where policymakers raised interest rates for the
fourth time this year and planned for more in 2019.
At the same time, a partial shutdown in the US
Government did not help the rattled investors, which
in turn, forwent their equity positions and found
shelter in safe government bonds. Nevertheless, US
equities year to date remain in negative territory
with one more trading day left in 2018. 

The Fed Funds futures in Bloomberg showed a cut
probability of 30.3% higher than a hike probability of
6.5% for January 2020, which could be a signal from
the market pricing in an easing cycle or a recession to
start in just one year from now. Additionally, the 1-
year LIBOR was down by 10 basis points from the
beginning of December to reach 3.03%. On the com-
modities side, we have seen a volatile oil market as the
US benchmark rebounded from steep losses, despite
concerns over the health of the global economy.

Financial markets have been suffering from worries
over a global economic slowdown amid trade wars
and higher US interest rates. The Russian energy min-
ister said on Tuesday that oil prices are to stabilize in
the first half of 2019 given the joint efforts by OPEC
and non-OPEC countries. On the FX side, thin trading
was the theme of the market. The dollar index opened
the week at 96.935 and reached a high of 97.116 on
Wednesday yet quickly lost all the gains and closed
the week lower at 96.402.

Inflation in Germany below 2% target
German CPI figure came at the end of the week at

1.7%, 0.3% short of the 2% inflation target of all major
economies. However the volatility in the single curren-
cy dictated the movement as the euro reached a high

of 1.1473 on Friday night. We witnessed a safe haven
move towards the Swiss franc as it gained as much as
1.50% on the dollar and closed the week at 0.9844.

Core CPI in Japan took a dip to 0.5% year on year
from an expected 0.6% leaving the BOJ with
increased difficulty to reach its 2% inflation target.

Unemployment rate also increased from 2.4% to 2.5%
on monthly basis. Retail sales in Japan took a massive
dip from 3.6% to 1.4% year on year; however the cur-
rency remained supported around the 110.40 level by
the risk aversion sentiment amid partial US govern-
ment shutdown.

Trump had labeled the Federal Reserve as the ‘only problem’

US government shutdown 
likely to go well into 2019

Defensive
stocks top the
2019 playbooks
NEW YORK: Perceived safe havens like
utilities and consumer staples, often an
afterthought in Wall Street’s cascade of
year-ahead investment recommenda-
tions each December, are emerging as
top picks as stocks limp into 2019.
Growth-oriented sectors like tech or
communications services have typically
dominated year-end roundups of invest-
ment ideas. But an uncertain economic
outlook and concerns the bull market’s
roar is morphing into a bear’s growl have
more Wall Street banks telling investors
to play it safe.

A Reuters analysis of 2019 outlooks
from 10 major financial institutions found
eight, including Morgan Stanley,
Goldman Sachs and Barclays, with “over-
weight” ratings on at least one defensive
sector for 2019. That marks a big change
from last year, when just two of those
banks favored any defensive sectors.
Bank of America Merrill Lynch, for
instance, has moved its rating on utilities
to “overweight” from “underweight.”

“Utilities offering 6 to 8 percent total
return with a lower level of risk might
actually be a good place to be in an envi-
ronment where volatility is rearing its
head,” Savita Subramanian, the bank’s
head of U.S. equity and quantitative
strategy, said during a recent outlook
call. The lack of analyst love for defensive
sectors over the years is understandable.
Appreciated more for their rich dividend
yields than share price gains, the utilities

and consumer staples sectors have
turned in relatively yawn-worthy per-
formances during the long bull run since
the March 2009 market bottom.

Utilities and staples are up 135 percent
and 160 percent, respectively, versus the
S&P 500’s 268 percent gain. The tech
sector has jumped 441 percent and con-
sumer discretionary has soared 513 per-
cent. But defensive sectors have held up
reasonably well for the past three months
while the market has crashed around
them. Nasdaq is now in a bear market,
having recently slid more than 20 percent
from its record high in late August, and
the S&P 500 earlier this week was just a
stone’s throw from bear territory.

Higher market volatility
In recommending defensive sectors,

including the health sector in some
instances, many strategists cited deceler-
ating US and global economic growth
and the potential for higher market
volatility. And geopolitical issues such as
US-China trade tensions and Britain’s
exit from the European Union could
continue to weigh on US equities in
2019, investors said.

However, US President Donald Trump
offered investors a ray of hope 2019 may
offer less volatility when it comes to
China, tweeting on Saturday that “big
progress” was being made toward a pos-
sible trade deal between the two coun-
tries. Defensive sectors may also benefit
from an expected slowdown in the pace
of Federal Reserve interest rate increases
in 2019. Because of their higher dividend
yields, defensive stocks are seen as bond
proxies and do poorly when interest
rates and bond yields are on the rise, as
they were through much of this year.

But the Fed is now seen throttling

back on rate hikes, and benchmark 10-
year Treasury yields have retreated to
around 2.75 percent, down by roughly
half a percentage point from an early
November high. Robert Phipps, director
at Per Stirling Capital Management in
Austin, Texas, recently added a utilities
position to his stock holdings, the major-
ity of which are in growth sectors.
“There’s the income component, and it is
actually among the few sectors that still
has upside momentum,” he said. Cyclical
and growth sectors are not entirely out
of the mix. For instance, RBC Capital
Markets has “overweight” ratings on
consumer staples and healthcare but
also on financials and energy.

Some investors argue it is too early to
jump into defensive sectors with eco-
nomic and earnings growth expected to

continue, albeit at a slower pace. Safe
havens are also looking pricey relative to
growth stocks.

Forward price-to-earnings ratios for
the S&P 500 consumer staples and utili-
ties sectors are now higher than for the
technology sector, according to Refinitiv
data. Utilities are the priciest they have
been relative to tech stocks in 2-1/2 years.

Still, even some of the more optimistic
strategists say a sector allocation shift is
warranted. Jonathan Golub, chief US
investment strategist at Credit Suisse
Securities in New York, recently upgrad-
ed his rating on healthcare to “over-
weight.” “The economy is going to move
forward, and I think the market is going
to move forward, but they’re not going
to be led by things that are as cyclical,”
Golub said. —Reuters

NEW YORK: People congregate outside of the New York Stock Exchange
(NYSE) in lower Manhattan during the holiday week between Christmas and
the New Year.  —AFP

Juncker to Britain 
on Brexit: ‘Get 
your act together’
BERLIN:  European Commission chief
Jean-Claude Juncker yesterday urged
Britain to “get your act together” on Brexit,
as he rejected accusations that the EU had
a hidden agenda of keeping Britain in the
bloc. “I find it unreasonable that part of the
British public seems to think that it’s entire-
ly up to the EU to present a solution for all
future British problems,” Juncker told
German newspaper Welt am Sonntag. “My
call is: get your act together. And tell us
what you want. Our proposals have been
on the table for months.”

Earlier this month, British Prime Minister
Theresa May postponed a vote in the House
of Commons on the withdrawal deal she
struck with the EU in November, fearing a
huge defeat as many of her own MPs
oppose it. She is seeking further clarifica-
tions from Brussels on arrangements relating
to the Irish border, and has said the vote
would take place the week of January 14. It
also means the parliamentary decision
would come just weeks before Britain is due
to leave the EU on March 29.

The main opposition Labour party has
accused May of “running down the clock” to
try to force MPs to back her deal rather than
risk Britain leaving the EU with no arrange-
ments in place. “I get the impression that the
majority of the British lawmakers deeply dis-
trust the EU and Madame May,” said
Juncker. The European Commission presi-
dent also rejected claims that Brussels was
stalling to stop Britain from leaving. “One
insinuates that our aim is to keep Britain in
the EU with all means possible. But that’s not
our intention,” said Juncker. “We only want
clarity about the future relationships. And
we respect the result of the referendum.”

50-50
Britain’s chances of leaving the European

Union are only “50-50” if MPs reject Prime
Minister Theresa May’s Brexit deal, a senior
minister warned yesterday. Liam Fox, the
international trade secretary and a vocal
Brexit campaigner during the 2016 referen-
dum, warned colleagues planning on voting
against May that her plan was the only way
to be “100 percent certain” that Britain
would leave. “If we were not to vote for that,
I’m not sure I would give it much more than
50-50,” he told The Sunday Times.

May’s government is trying to persuade a
skeptical British parliament to endorse a
broad withdrawal deal she struck with

European leaders last month. But the bill’s
passage is far from certain, with May having
to pull an initial vote with a crushing defeat
looking, rescheduling it for the week begin-
ning January 14.

Pro-Brexit supporters are particularly
concerned about the deal’s so-called “back-
stop” provision, which could keep Britain

locked in a customs union with the EU in
order to avoid a “hard” border between
British province Northern Ireland and the
Republic of Ireland. But Fox urged his col-
leagues to “put their own pride behind them”
and take what was on offer. “The worst possi-
ble outcome of this process would be no
Brexit,” he told the paper. —AFP

LONDON: Anti-Brexit demonstrators lay out a sign demanding a second refer-
endum outside Parliament as Theresa May announced a postponement of a
crucial parliamentary vote on the Brexit agreement struck with EU leaders
last month.  —AFP
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