
Last week, the dollar recovered on the back of interest rate hike
expectations and the proposed tax reform from the Trump adminis-
tration. Fed Chair Janet Yellen admitted that trends in employment
and wage and price pressures have shifted from what central bank
forecasters expected. “My colleagues and I may have misjudged the
strength of the labor market, the degree to which longer-run infla-
tion expectations are consistent with our inflation objective, or even
the fundamental forces driving inflation,” Yellen said. The speech
comes less than a week after the policymaking Federal Open Market
Committee approved the first steps in unwinding some of the stimu-
lus the Fed has provided since late-2008. The central bank will
begin rolling off some of the bonds it holds on its $4.5 trillion bal-
ance sheet. In addition, Yellen added that regular pace of rate hikes
ahead is still likely warranted, though Fed officials are looking close-
ly at the assumptions underlying those projections. 

Furthermore, addressing current economic conditions, Yellen
said the Fed still expects longer-run inflation to trend toward the 2
percent target policymakers believe is healthy for economic growth.
However, she said they are making room for the possibility that
they’re wrong. “How should policy be formulated in the face of such
significant uncertainties?” she said. “In my view, it strengthens the
case for a gradual pace of adjustments. Moving too quickly risks
over adjusting policy to head off projected developments that may
not come to pass.” While lower inflation and interest rates sound
beneficial, Fed officials worry that keeping rates lower allows little
room for stimulus when another economic slowdown hits. Yellen’s
comments reflected those from a paper released this week from the
San Francisco Fed, where economists worried that a lower “neutral
rate,” or that which keeps the economy in equilibrium, also limits the
monetary policy options. It is worth mentioning that interest rate
expectations in the US reached 70 percent after Yellen’s speech.

On the tax reform plan, President Donald Trump and Republican
leaders will launch an urgent effort to get a major legislative win this
year, announcing a long-awaited tax plan that will immediately set
off a fight over how much top earners should pay. The framework
proposes cutting the top individual rate to 35 percent, yet leaves it
up to Congress to decide whether to create a higher bracket for
those at the top of the income scale. The rate on corporations would
be set at 20 percent, down from the current 35 percent, and busi-
nesses would be allowed to immediately write off their capital
spending for at least five years. However, the market is mixed on the
ability of the White House to pass such critical legislation as the
cost of cutting taxes after the destructive hurricanes might hinder
the effort for the much anticipated legislation.

On the currency front, the dollar was on its way to record the
highest weekly gain in the year. The dollar index started the week at
92.327 reaching all the way to 93.666 but the mixed views of the
market on the Trump administration to be effective in pushing the
tax reform proposal had the dollar close the week at 93.071.

The Euro lost ground to the bull run of the dollar, opening the
week at 1.1909 yet continuously depreciated to reach a low of
1.1718 amid the increasing expectations of an interest rate hike in
the US reaching 70 percent for the December meeting. The single
currency closed the week at 1.1812.

The cable traded on a relatively narrow range opening the week
at 1.3489. The Sterling lost ground to the dollar rally last week

reaching a low of 1.3343, yet the pair was supported by the proba-
bility of an interest rate in the November meeting which is at 70
percent. The currency closed the week at 1.3396.

The Japanese yen opened the week at 112.18, and had a volatile
trading week due to the widening divergence of monetary policy
between the BOJ and other major central banks. The pair reached a
high of 113.25 as comments from the Prime Minister of Japan Shinzo
Abe on the status of the Japanese economy drove investors away
from the yen. The yen ended the week at 112.47.

Regarding commodities, oil prices are recovering, US storm
damage and strengthening economies may have finally dislodged
sentiment away from resignation to a future of low oil prices. That’s
the story, but it isn’t the whole picture. And while OPEC and other
countries that have cut production will undoubtedly take comfort
from Brent near $60 a barrel, they should be wary of taking too
much of the credit and certainly can’t relax their output restraint.
They are not yet out of the woods.

US Housing market
New home sales came at 560K versus the forecasted 585K, a

second straight decline in purchases of new US homes and com-
bined with downward revisions for prior months, showed a declining
market as results begin to be clouded by the fallout from Hurricanes
Harvey and Irma. 

Carney on Brexit
BoE governor Mark Carney emphasized on the limited power of

the policy makers of the central bank to offset any economic hard-
ships caused by Brexit. “The biggest determinants of the UK’s
medium-term prosperity will be the country’s new relationship with
the EU and the reforms it catalysis,” he said. As all related stake-
holders are awaiting a clearer picture on the direction of the Brexit
negotiations, the Sterling Pound is holding its ground at the current
level against the dollar. 

Japan inflation 
National core CPI, the BoJ’s core measure, rose 0.7 percent y/y

in August, up 0.2 percentage points from July and in line with con-
sensus. The headline CPI was 0.7 percent also, constituting a mar-
ginal beat, while the ex-fresh food and energy measure rose 0.1
percent to 0.2 percent. However, timelier Tokyo figures for
September showed less momentum. The core measure rose 0.1 per-
cent to 0.5 percent y/y, while the headline and ex-fresh food and
energy prints were unchanged from August at 0.5 percent and 0.0
percent, respectively. Meanwhile, service producer prices rose 0.2
percent to 0.8 percent y/y in August, and corporate goods prices
increased 0.3 percent to 2.9 percent. Overall, inflation appears to be
rebounding nicely.  

Kuwait
Kuwaiti dinar at 0.30185
The USDKWD opened at 0.30185 yesterday morning. 

KUWAIT: iPhone 8 and iPhone 8 Plus was launched offi-
cially on September 30, 2017 at the VIVA store in Marina
Mall and other branches. The launch saw a huge number of
customers excited to see the phone and its new features.
Though the launch took place at midnight, VIVA store was
crowded with excited
audience. To know more
about the new plans, cus-
tomers can visit VIVA’s
stores (more than 71
stores) or e-store at
viva.com.kw, or contact
VIVA’s customer care line
by just dialing 102.

VIVA also announced
its new “iPhone for life”
program which gives you
the fantastic opportunity to own the latest iPhone every 12
months from your commitment date by visiting any VIVA
branch to subscribe and exchange you old iPhone for a
new device by signing a new commitment period of 24

months. It also allows you catch up with the latest launches
of your favorite device and stay ahead of the trend.

Kasem Suleiman, was amid the lucky ones who got
iPhone 8. He expressed his happiness as the first customer
to own this new device. He added: ‘I’ve been a customer

with VIVA so many years,
and I am loyal to this
company which keeps its
customers posted with the
latest technology and
devices.

iPhone 8 is visually just
like iPhone 7. Apple
played safe with this one
and it isn’t as expensive as
iPhone X. The switch to
the glass rear with cor-

nered rims gives the phone a good grip but the glass body
makes the phone very fragile. With wireless charging and
an upgraded camera, this piece comes in three colors:
Blush Gold, Space Gray and Silver.
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iPhone 8, iPhone 8 Plus launched
officially at VIVA store in Kuwait

Launch witnessesa huge turnout of excited customers
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By Hayder Tawfik

So many investors and market
watchers are talking about an
imminent correction on the way
affecting the US stock markets.
Market corrections are usually
triggered by some unknown and
unexpected news or a sudden
change in the fundamentals that
affect market valuations. None of
these are on the horizon at least
for the time being. So, as
investors are expecting a market
correction we rest assure that it unlikely to hap-
pen. 

So, what is preventing 
a market correction? 

I think subdued optimism and a strong con-
sumer spending that account for nearly 70 per-
cent of US, Gross Domestic Product standing on
the way of stock market correction. Those pes-
simists are using extended valuation and tighter
monetary policy as reasons for stock market cor-
rection. But, these factors are known to the mar-
ket and I believe they are fully discounted. Let’s
say that investors are right and a stock market
correction is going to happen, this means that
investors are so worried and I assume that they
have already
either reduced
their exposure
to the market
or have put
some risk
strategy in
place as a
hedge against
any correction.

The supply
demand factor
is still in favor of continuous equity investments.
Although US retail investors have pulled $90 bil-
lion from the stock market this year, Equity
Traded Funds (ETF’s) have poured a staggering
$300 billion into the stock market. So, yes there
has been withdrawals by individual investors but
institution and mutual investors are still buyers of
US equities. Most developed stock markets have
been supported by strong fundamentals that are
the base of raising markets. Most stock market
pessimists are focusing on the modest and meas-
ured tightening by the Federal Reserve. The
brighter picture for the stock market and corpo-
rate earnings is encouraged by the cheap US$
and low official interest rates and low bond
yields. At some time, the stock market will decline
rather than face a correction but that is only

when its underlying economic
and corporate earnings falter. 

US corporate earnings have
improved quarter on quarter and
that helped to improve future
equity valuation. Added to this
US corporates and individual tax
reform can only be good for the
market. Talks of reforming the
tax bracket to only three levels
and reducing corporate tax to
between 15 percent and 20 per-
cent from 35 percent at present
should be very simulative to

spending and can only enhance corporate earn-
ings and could boost the stock market. President
Donald Trump has proposed corporate tax
reform as a means of promoting economic
growth and improving the business environment
for US companies and individuals, this is being
highlighted by reduction of federal corporate
taxes. 

Retaining a higher or greater portion of
before tax profits can only be attractive to
investors. Investors should be aware that the
corporate tax reform is not going benefit all
sectors of the economy. For sure it will benefit
some sectors more than others. Based on the
latest reporting, in aggregate, US companies
paid tax at a 21.5 percent rate. Some sectors

such as food
and beverage,
c o n s u m e r
discretionary
and telecom-
m u n i c a t i o n
c o m p a n i e s
paid in access
of 25 percent.
These com-
panies that
pay high tax-

es at present would realize the bigger benefit
from any corporate tax reduction. Real estate
companies that benefit from corporate tax
exempt, real estate investment trusts and utilities
that enjoy tax deductions from depreciations
that are related to heavy capital expenditure
already pay modest tax rates and unlikely to see
much benefits from the corporate tax reform. 

I believe that the proposed US corporate tax
reduction will take time to come into effect but
lower US corporate tax rates may deliver good
benefit for equity investors and the continues
outperformances of some companies that are
already paying high tax rates suggest that
investors and the markets are confident the
reduction in US corporate tax rates will finally
becoming permanent policy.  @Rasameel 

Good corporate 
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