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NBK Weekly Money Markets Report

Putin: Russia, Saudi
agree to renew 
oil output cuts

BUENOS AIRES: President Vladimir Putin said
Saturday that Russia and OPEC kingpin Saudi Arabia
had agreed to renew a pact on oil production cuts, as
crude prices slump on global markets.

Following talks at a G20 summit with Saudi Crown
Prince Mohammed bin Salman, Putin said the world’s
two biggest exporters of crude “have agreed to
extend our agreement.”  There was no immediate
word from the Saudis, but financial markets have been
expecting the deal to be renewed between the king-
dom and non-OPEC member Russia as the cartel pre-
pares to meet next week in Vienna. 

Russia has for years been cooperating with the
Organization of the Petroleum Exporting Countries
(OPEC), helping to engineer a rebound after a 2014 oil
price slump. But since reaching four-year highs in
October, oil prices have plunged around 30 percent as
worries about falling demand in a slowing world econ-
omy have taken their toll.

“We are going to work together with Saudi
Arabia,” Putin said in Buenos Aires, ahead of the
Vienna talks. “We are going to survey together the
market situation with Saudi Arabia and respond to it
operationally,” he said.

On Thursday, the price of New York crude ducked
below $50 per barrel for the first time in almost 14
months. The contract closed the week Friday down 52
cents at $50.93 per barrel.  —AFP

KUWAIT: After the terms of Theresa May’s Brexit
deal got signed off at the European Council meeting,
the British prime minister is now facing the struggle to
win the House of Commons in order to kick off her
plan.  May has embarked on a two-week campaign to
sell the historic deal, telling MP’s that they risk taking
the country into “more division and uncertainty” if
they reject the deal. The aim of the deal is to deliver a
smooth divorce, ending Britain’s 45-year association
with the European project. Mrs May had agreed with
the European Commission president and the
European Council president that both sides are to
insist the deal was the only option on the table with no
plan B, either it or a no-deal Brexit. 

The vote will take place on the 11th of December,
where the Parliament will cast its vote on the 585
page deal that the EU agreed on of which commit-
ments run to 2030 and beyond. 

The first area of agreement is the divorce bill, a
financial settlement that the UK will pay to the
European Union to honor its financial commitments to
Brussels. The commitments consist of two aspects,
UK’s contribution to the EU’s budget which will last
till the year 2020, and payments to EU projects that
the UK had already agreed to. The way that the
divorce bill works is not all of the payments are due
immediately. 

In fact, the UK will still be paying the EU in 2064.
According to the Office of Budget Responsibility,
about 45 percent will be paid in the first two years,
then another 48 percent will be paid by 2028, the final
7 percent will be paid between 2029 and 2064 and
will be covering all of the last financial commitments
such as paying towards the pension of EU staff. Using
conservative assumptions, the UK Treasury is expect-
ing a net British outlay of EUR 40bn to EUR 45 billion. 

Next is the agreement on citizen rights, which
maintains the existing EU residence and social securi-
ty rights of more than 3mn EU citizens in the UK, and
around 1mn UK nationals living on the European con-
tinent. EU citizens will be allowed to move to the UK
until the end of the transition period currently set for
2020, they will be allowed to live and work in the UK
and if they stay for five consecutive years, they will be
allowed to stay in the UK permanently. The same is
true for UK citizens living in the EU. 

Perhaps one of the hardest issues that needed to be
dealt with is the Irish border issue. The 496km border
between Northern Ireland and Ireland has been com-
pletely open for twenty years since the signing of the
Good Friday agreement brought peace to the border.
Currently there are no hard crossing points on the
borders, and the Brexit issue brings difficulties as both
the EU and the UK will have the need to impose their
own customs regulations and tariffs, a goal not easily
achieved with an open border. The deal assumes a
comprehensive free trade agreement to be signed

between the EU and the UK between March 29th next
year, when the UK actually leaves the EU, and the end
of the transition phase at the end of 2020. 

This means that the free trade agreement does not
need to come into force until January 2021. 

During the transition phase, the UK will continue to
follow EU rules and customs regulations, meaning that
while we are in the transition phase the border can
stay open. As reaching a free trade agreement is not
an easy task, the EU insisted on having a backstop in
place. The backstop means that the whole of the UK
stays in the EU’s customs union; unless and until the
EU agrees that the UK leaving won’t result in a hard
border, essentially continuing the transition period
indefinitely. During which Britain would leave the
political institutions of the EU, losing its say over rules
and decisions but continuing to apply by the EU law.
This clause is one of the terms that are creating a lot
of resistance to May’s deal. 

The Bank of England published its economic analy-
sis of the deal, comparing it with the cost of a disor-
derly “no-deal” exit. Government economists had cal-
culated that if May’s deal comes forward, Britain
would be 3.9 percent worse off in 15 years’ time than
if it had remained in the EU. While this does not sound
like a good outcome, the BoE warned that in a cliff-
edge Brexit where the UK crashes out of the EU with
no deal and no transition, could lead to the sharpest
drop in national income since the Second World War.
GDP could fall as much as 10.5 percent over a 5 year
period, compared to pre-referendum levels, and house
prices could plummet 30 percent. This compares to a
respective drop of 6.25 percent and 17 percent during
the financial crisis. This has lead PM May to insist that
the analysis shows UK will be “better off” under her
Brexit deal, as she embarks on her campaign to collect
votes to support her case. 

President Donald Trump has commented on May’s
deal saying it would benefit the EU while damaging
the UK’s ability to trade with the US. Trump’s com-
ments will add to the pressure on the prime minister
as she attempts to win converts within the Parliament. 

The pound did not bode well in light of the tensions
surrounding the subject, showing that investors do not
believe that a vote to back the deal is going to hap-
pen. The pound did get a short breath of air amid the
BoE Brexit report, but it quickly took a downturn as
the prime minister did not rule out the possibility of a
no-deal Brexit during a meeting of the commons liai-
son committee. The Cable closed the week 0.77 per-
cent down at 1.2751. 

Fed rate hike easing 
The US Federal Reserve is expected to go forward

with further gradual hikes in interest rates if the US
economy stays on track. Almost all policymakers had
agreed on the plan as indicated in the latest minutes,

with a further quarter point rise expected at the
upcoming meeting on December 19. The current
Federal Fund rate is at 2-2.5 percent. Federal Reserve
chairman Jerome Powell declared US interest rates are
closing in on “neutral levels”, sparking the best day for
equity markets since March as investors interpreted a
slowdown in the rate-rising program. Given that rates
are hovering “just below” estimates of neutral, the Fed
chair explained that there is “no present policy path”
and that the central bank “will be paying very close
attention to what incoming economic and financial
data are telling us.” 

The comments made in New York on Wednesday
came as the central bank faced increasing pressure
from President Donald Trump, to hold back from fur-
ther rate rises. Trump told the Washington Post that
the Fed is “way off base with what they’re doing”,
adding “so far, I am not even a little bit happy with my
selection of Jay.” During Powell’s speech, no direct
mention of Trump’s criticisms was made. He did how-
ever claim that the Fed had been right to embark on
gradual rate rises given that the economy was no
longer benefiting from the low rates sparked by the
2008 financial crisis. The S&P 500 experienced its
best day in eight months, closing 2.3 percent higher
following the speech. The Dow Jones Industrial
Average and the Nasdaq Composite followed the
same trend, closing 2.5 percent and 2.9 percent higher
respectively. The US dollar weakened, dropping 0.85
percent following the comments, and closed the mar-
ket at 96.778. 

Japan’s manufacturing 
The growth in Japan’s manufacturing sector

slowed to a two-year low during November, accord-
ing to a preliminary reading. The flash manufactur-
ing purchasing managers index of Nikkei-Market
fell to 51.8 this  month, reaching its lowest reading
since November 2016. The reading is down from the
52.9 recorded in October. According to the survey,
manufacturers reported weaker demand for the first
t ime s ince September 2016 with new orders
decreasing. 

Commodities 
Looking at commodities, oil prices have tumbled

around 30  percent after hitting a four-year high in
early October.  US sanctions against Iranian supply
coupled with supply losses in Venezuela and an uncer-
tain global political environment has weighed heavy
on the oil market. With continuous pressure from US
President Donald Trump to increase production, the
expected slowdown in oil demand growth has gutted
Brent prices. The outcome of the OPEC meeting
scheduled next week in Vienna remains unclear as
both Russia and Saudi Arabia have revealed a willing-
ness to cut output in an attempt to counteract the
issue of oversupply. Brent crude is currently hovering
around the 57.55 level, while the West Texas
Intermediate is down to 50.73 from a high of 76.40 in
October. 

Kuwaiti dinar at 0.30400 The USDKD opened at
.30400 yesterday. 

BoE analyses the deal, compares it with the cost of ‘no-deal’ exit

May gets Brexit deal signed off at 
EU Council, but hurdles remain

Deutsche Bank 
chief dismisses 
takeover 
speculation
FRANKFURT: Deutsche Bank is not at
risk of a takeover, its chief executive
told a German weekly paper after its
shares fell to a record low on Friday in
the wake of a two-day raid related to
money laundering allegations.

Speculation about a possible merger
has continued despite the bank’s dis-
missal in September of reports that it
could consider tie-ups with
Switzerland’s UBS or German peer
Commerzbank.

“I don’t have any indication of that,”
Christian Sewing told Bild am Sonntag.
“We are on track to make our first
profit for three years. It is only a matter
of time before this progress is reflected
in the share price.” Sewing’s remarks
followed the two-day raid as part of an
investigation linked to the so-called
Panama Papers leak of documents

about offshore finance.
Police searched the offices of all the

bank’s board members, Sewing said.
“But that is okay, I don’t have a prob-
lem with that. I want this matter to be
cleared up as soon as possible,” he told
the newspaper.

Investigators are looking at the
activities of unidentified Deutsche Bank
employees alleged to have helped
clients to set up offshore firms to laun-
der money, the Frankfurt prosecutor’s
office said.

“It’s about two employees who, at
the time, helped to work through
everything surrounding the issue of the
Panama Papers. In my view the pre-
sumption of innocence clearly applies
until proven otherwise,” Sewing told
the paper.

“Since the publication of the Panama
Papers in 2016 we have reviewed the
whole issue and, in doing so, cooperat-
ed closely with the regulatory authori-
ties. For us the case was concluded.”

Asked whether he had made any
mistakes, Sewing said: “I am at peace
with myself and I am doing my job as
well as I can. “Of course, I would nev-
er say that I’m not making mistakes.
But if I do, I correct them as quickly
as possible.”  —Reuters

FRANKFURT: A red illuminated bollard is pictured in front of Deutsche Bank’s head-
quarters in Frankfurt. —AFP

Key points from 
the Group of 20
BUENOS AIRES: G20 leaders on
Saturday found the minimum common
ground on the global economy at a
summit in Buenos Aires with a closing
communique that left divisions on clear
display.

The statement offered virtually
no concrete promises and, under
pressure from US President Donald
Trump, avoided language on fight-
ing protect ionism and acknowl-
edged Washington’s disagreement
on battl ing climate change. Here
are key points from the commu-
nique by the Group of 20, which
accounts for more than four-fifths
of the global economy, after the
two-day summit:  

Climate change 
G20 signatories to the Paris

Agreement on climate-which is all of
them except the United States-
pledged the “full implementation” of
the pact, which they called “irre-
versible.”  They also took note, without
further pledges, of UN scientists’ call
for a more ambitious target of reduc-
ing warming to 1.5 degrees Celsius
above pre-industrial levels. 

But the United States reiterated its
withdrawal from the agreement, “and
affirms its strong commitment to eco-
nomic growth and energy access and
security.”

Trade 
Bowing to the view of Trump’s

administration, the G20 said that mul-
tilateral trade was “falling short of its
objectives” on promoting growth and
job creation.  It called for reforms of

the World Trade Organization “to
improve its functioning,” saying
progress would be reviewed at next
year’s summit in Japan.

IMF 
Calling the International Monetary

Fund crucial to the global safety net,
the G20 pledged to provide adequate
funding and to meet a goal of finalizing
new national quotas in time for the
global lender’s spring 2019 meetings.
The quotas determined each member’s
voting rights. Major emerging
economies in the G20 such as China
and India have been pressing for a
bigger say at the IMF.

Corruption 
The G20 “committed to prevent and

fight corruption and lead by example,”
promising action from 2019 through 2021
on cleaning up state-run enterprises.

Gender inequality 
Th e  G 2 0  r e c o m m i t t e d  t o  a

four-year-o ld  goa l  o f  reduc ing
the gender gap in the labor force
by 25  percent  by  2025. I t  sup-
p o r t e d  d o i n g  m o r e ,  i n c l u d i n g
increasing efforts to bring educa-
tion to girls.

Future of work 
Noting that new technologies will

transform the nature of labor, the
G20 called for “an inclusive, fair and
sustainable” future of work, with
retraining of workers where needed.

Infrastructure 
Calling infrastructure a key driver

of global growth, the G20 called for
greater standardization in contract-
making to encourage more private
capital.  —AFP

BUENOS AIRES: Russia’s President Vladimir Putin delivers a
joint press conference with Argentina’s President Mauricio
Macri (out of frame) at the Casa Rosada presidential house
in Buenos Aires, in the sidelines of the G20 Leaders’
Summit on Saturday. —AFP


