
Earnings volatility
set to kick in as
coronavirus 
worries mount
NEW YORK: Concerns over the outbreak
of coronavirus from China have largely over-
shadowed corporate results, but the back half
of the earnings season could hold greater
sway over the performance of individual
stocks. Earnings-related stock moves have
been smaller this season in comparison with
the average over the past 12 quarters,
according to data from options research
company ORATS.

The muted moves reflect a broader trend
of subdued volatility that had limited price
fluctuations in a range of assets over the last
several months. Some of that calm was dis-

rupted this week, as mounting concerns over
the spread of the coronavirus on Friday dealt
the benchmark S&P 500 stock index its
biggest daily percentage loss since October.

The dampened earnings-related moves
have benefited options sellers, who profit
when the change in share price is smaller
than expected. Yet betting that earnings-
related moves will remain subdued could
soon become more costly. Options traders
have priced in more volatility for broader
exchange-traded funds. Implied volatility on
the SPDR S&P 500 ETF Trust, which shows
expectations for future stock swings, has
climbed since mid-January, according to data
from Trade Alert. That rise coincides with
mounting concerns over the potential eco-
nomic impact of the coronavirus outbreak.

“The options market is reflecting this new
risk, this coronavirus risk,” said Ophir
Gottlieb, chief executive of Capital Market
Laboratories in Los Angeles.

Moreover, risks from the virus outbreak
are beginning to spill over into earnings com-
mentary. Companies such as Starbucks Corp,
Levi Strauss & Co and Oreos maker
Mondelez International Inc have warned of a
financial hit from the outbreak. As such

remarks pile up, they could also bump up
volatility among shares of certain companies,
Gottlieb said.

“Some CEOs are openly saying, ‘Hey,
things are going to be a little harder,’”
Gottlieb said.

At the same time, the fourth and fifth
weeks of the six-week earnings season have
usually reaped the greatest rewards for
traders buying options in anticipation of out-
sized stock moves, according to ORATS data.
Earnings-related moves tend to be greater in
those weeks in part because smaller compa-
nies, whose stocks are often more volatile,
tend to report later in the season, said Matt
Amberson, founder of ORATS, in Portsmouth,
New Hampshire.

Options for several S&P 500 companies
reporting next week - including Chipotle
Mexican Grill Inc, Twitter Inc and Coty Inc -
show a gap of several percentage points
between investors’ expectations for share
moves and past share performance after
quarterly reports. It appears that the cost of
buying options on individual stocks ahead of
a company’s earnings report is “getting
cheaper when it should be getting more
expensive,” Amberson said. — Reuters

KUWAIT:  The Federal Reserve opted to
leave its benchmark interest rate
unchanged on Wednesday as it measures
how rate cuts last year have cushioned the
US economy facing weaker global growth.
All ten members of the rate-setting com-
mittee voted to hold the benchmark rate in
a range of 1.5 percent to 1.75 percent.
“We’re comfortable with our current poli-
cy stance and we think it’s appropriate,”
Fed Chairman Jerome Powell said at a
news conference after the central bank
announced its decision. Inflation has
remained below the 2 percent target since
the central bank adopted it in 2012, with
2018 as an exception when officials most
recently raised rates. Inflation then ran
below 2 percent as the central bank cut
rates three times and the global economy
slowed. Trump has pressured the Federal
Reserve to continue to cut interest rates to
help lower debt costs.

“We’re not satisfied with inflation run-
ning below 2 percent, particularly at a
time such as now where we’re a long way
into an expansion and a long way into a
period of very low unemployment, when
in theory where inflation should be mov-
ing up,” Powell said at the news confer-
ence. Following three cuts in 2019, policy
makers now aim at supporting the coun-
try’s expansion despite headwinds from
trade and geopolit ical  uncertainty.
Nonfarm payrol l  growth averaged
176,000 a month last year, while the
unemployment rate held below 4 percent
for most of 2019. Surveys show con-
sumers also remain upbeat about their
prospects. Last week, data revealed the
Conference Board index climbed to 131.6
from an upwardly revised December
reading of 128.2. The advance marked the
highest reading in consumer confidence in
five months, and was driven by a positive
assessment of both the current and future
job market. On the other hand, manufac-
turing has shown little improvement, con-
sistent with a downshift in investment and
sluggish markets for exports. The commit-
tee repeated that economic activity has
been rising at a “moderate” rate, with
“strong labor market conditions.” The US
dollar did not react significantly though

remained strong and has risen 1.44 per-
cent in the first month of 2020. 

GDP below Trump’s promised 3% 
target

The US economy grew by 2.1 percent
in the fourth quarter of 2019, ending a
year where GDP decelerated to its slow-
est pace in three years. On a yearly basis,
the economy grew 2.3 percent from the
2.9 percent increase in 2018 and the 2.4
percent gain in 2017. Net exports helped,
rising 1.4 percent amid the tariff war
between the US and China, while imports
fell 8.7 percent due to swings in tariffs.
The US and China have recently come to
a first-phase agreement on tariffs, though
much of the levies remain in place today.
Still, the partial agreement has the poten-
tial to stimulate corporate investment
once again and shift the heavy lifting
away from consumers. 

Virus outbreak from China
The outbreak of the coronavirus in

China has rattled financial markets as
investors assess how much it will hurt the
country’s economy and whether that will
weigh on the US and global growth. Equity
and oil  prices have swung sharply in
recent days. Brent crude has fallen over 11
percent in January, dropping most recently
to a 3-month low of 57.71. The S&P 500
has fallen over 1.5 percent in the past
week, and was last seen at 3,225.52.

German Ifo business climate
The German Ifo business Climate

announcement early last week failed to live
up to expectations. The survey is seen as a
strong predictive quality regarding what
happens with the German economy, and

utilizes a large sample size. Companies
provide their views on business conditions
and whether or not they are leaning
towards expansionary or contractionary
conditions. The world was expecting busi-
ness sentiment to improve in Germany, and
was surprised by the decline. The
announcement came in at 95.9, versus
forecasts of 97.1 and lower than the 96.3
seen prior. Germany represents over 80
percent of the economic power in the EU,
and as morale deteriorates, it drags down
surrounding sentiment. Some of the rea-
sons stated by businesses include a lack of
exports and the overall global slowdown,
and of course concerns surrounding Brexit. 

Carney’s final meeting
It was Governor Mark Carney’s final

meeting, and the Bank of England kept
interest rates on hold waiting for more evi-
dence of an economic rebound before sup-
porting it with a cut. Policy makers voted
7-2 to keep the benchmark at 0.75 per-
cent, and the split was unchanged from the
last meeting. The committee added that
surveys of business activity have picked up
“quite markedly in some cases” since Prime
Minister Boris Johnson’s election victory
removed much of the near-term uncertain-
ty related to Brexit. Still, officials signaled
easing may be needed soon. The central
bank predicts GDP to reach its lowest level
since the global financial crisis, and pre-
dicts inflation will only return to target by
the end of 2021 if rates are cut to 0.5 per-
cent next year. Looking ahead, the decision
on a BOE response will fall to Carney’s
successor, Andrew Bailey, who will take
post mid-March. The pound rose to its
highest level in a week, reaching 1.3208
against the USD.  

Britain’s exit
On Friday, the UK formally left the EU

after more than three years of delibera-
tions. As the EU gave its final approval to
Britain’s exit  deal from the bloc, the
chamber broke into singing a traditional
Scottish farewell song, after voting 621
for versus 49 against the Brexit deal, with
13 abstentions. It has now entered into an
11-month transition period, in which the
UK will begin trade talks with countries
around the world. As an EU member, the
UK had not been allowed to enter into
negotiations with countries like the US
and Australia. Brexit supporters have
argued that having the freedom to set its
own trade policy will  boost the UK’s
economy.

Australia inflation stubborn 
Austra l ia ’s  consumer pr ices  rose

slightly more than expected in the fourth
quarter of 2019, adding to the view that
the Reserve Bank of Australia should
keep interest rates on hold at its first
policy meeting for the year. The con-
sumer price index rose 0.7 percent in Q4

from Q3, and 1.8 percent on a yearly
bas is . Meanwhi le , economists  had
expected a 0.6 percent quarterly rise.
Looking at the core figure, the measure
remained stuck at an even slower 1.6
percent  y/y -  marking four stra ight
years  be low target . St i l l , December
employment data showed unemployment
falling to its lowest level in close to a
year, al lowing the RBA more time to
consider its next move. The persistent
weakness in inflation was a drive for the
RBA to cut rates three times last year to
an all-time low of 0.75 percent. RBA
chief Philip Lowe has battled to reignite
prices for over 3 years, but with limited
success despite the easing. Lowe esti-
mates the RBA has two cuts left before
opening the door to unconventional poli-
cy. The Australian dollar has depreciated
more than 5 percent in the past twelve
months.  

Kuwait
Kuwaiti dinar at 0.30380
The USDKWD opened at 0.30380 yes-

terday morning. 
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EXCHANGE RATES

AL-MUZAINI EXCHANGE CO.

ASIAN COUNTRIES
Japanese Yen                                    2.811
Indian Rupees                                  4.269
Pakistani Rupees                              1.987
Srilankan Rupees                             1.675
Nepali Rupees                                 2.665
Singapore Dollar                              225.330
Hongkong Dollar                              39.239
Bangladesh Taka                              3.547
Philippine Peso                                 5.996
Thai Baht                                          9.935
Malaysian Ringgit                            77.916

GCC COUNTRIES
Saudi Riyal                                       81.294
Qatari Riyal                                      83.730
ani Riyal                                            791.813
Bahraini Dinar                                  809.490
UAE Dirham                                     83.000

ARAB COUNTRIES
Egyptian Pound - Cash                   21.550
Egyptian Pound - Transfer              19.326
Yemen Riyal/for 1000                     1.224
Tunisian Dinar                                  114.100
Jordanian Dinar                                429.960
Lebanese Lira/for 1000                  0.203
Syrian Lira                                        0.000
Morocco Dirham                             32.375

EUROPEAN & AMERICAN COUNTRIES

US Dollar Transfer                           304.650
Euro                                                  341.660
Sterling Pound                                  405.640
Canadian dollar                                232.380
Turkish lira                                       52.260
Swiss Franc                                      320.010
US Dollar Buying                             297.200

Rate for Transfer                          Selling Rate
US Dollar                                          304.300
Canadian Dollar                               231.185
Sterling Pound                                  397.480
Euro                                                  336.325
Swiss Frank                                      298.470
Bahrain Dinar                                   809.245
UAE Dirhams                                   83.250
Qatari Riyals                                     84.490
Saudi Riyals                                      82.040
Jordanian Dinar                                430.480
Egyptian Pound                               19.320
Sri Lankan Rupees                           1.673
Indian Rupees                                  4.259
Pakistani Rupees                              1.967
Bangladesh Taka                              3.552
Philippines Pesso                             5.976
Cyprus pound                                  18.105
Japanese Yen                                    3.795
Syrian Pound                                    1.590
Nepalese Rupees                             2.669
Malaysian Ringgit                            75.305
Chinese Yuan Renminbi                   44.290

Thai Bhat                                          10.725
Turkish Lira                                      51.490
Singapore dollars                             225.111

CURRENCY                                 BUY                             SELL
Europe

British Pound                                    0.395778                        0.409678
Czech Korune                                  0.005391                        0.014691
Danish Krone                                   0.041117                         0.046117
Euro                                                  0. 330992                       0.344692
Georgian Lari                                   0.110527                         0.110527
Hungarian                                         0.001148                        0.001338
Norwegian Krone                            0.029170                        0.034370
Romanian Leu                                  0.065299                        0.082149
Russian Ruble                                  0.004825                       0.004825 
Slovakia                                            0.009111                         0.019111
Swedish Krona                                 0.027615                        0.032615
Swiss Franc                                      0.310285                        0.321285

Australasia
Australian Dollar                              0.196102                         0.208102
New Zealand Dollar                         0.190808                        0.200308

America
Canadian Dollar                               0.225004                        0.234004
US Dollars                                        0.300550                       0.305100
US Dollars Mint                               0.301050                       0.305100

Asia
Bangladesh Taka                              0.002904                       0.003705

Chinese Yuan                                   0.042423                        0.045923
Hong Kong Dollar                            0.037270                       0.040020
Indian Rupee                                    0.003663                       0.004435
Indonesian Rupiah                           0.000018                       0.000024
Japanese Yen                                    0.002727                       0.002907
Korean Won                                     0.000245                       0.000260
Malaysian Ringgit                            0.070681                        0.076681
Nepalese Rupee                              0.002627                       0.002967
Pakistan Rupee                                0.001296                        0.002066
Philippine Peso                                 0.005864                       0.006164
Singapore Dollar                              0.218427                         0.228427
Sri Lankan Rupee                            0.001320                        0.001900
Taiwan                                              0.010134                        0.010314
Thai Baht                                          0.009524                       0.010074
Vietnamese Dong                            0.00013                          0.000013

Arab
Bahraini Dinar                                  0.801938                        0.809998
Egyptian Pound                               0.019261                         0.022001
Iranian Riyal                                     0.000084                      0.000086
Iraqi Dinar                                        0.000199                       0.000259
Jordanian Dinar                                0.424786                        0.433785
Kuwaiti Dinar                                   1.000000                       1.000000
Lebanese Pound                              0.000103                       0.000253
Moroccan Dirhams                          0.021038                        0.045038
Omani Riyal                                      0.786168                        0.794069
Qatar Riyal                                       0.083024                       0.083858
Saudi Riyal                                       0.080153                        0.081453
Syrian Pound                                    0.001292                        0.001512
Tunisian Dinar                                  0.103748                        0.111748
Turkish Lira                                      0.044517                        0.054362
UAE Dirhams                                   0.082266                        0.083094
Yemeni Riyal                                    0.000990                      0.001070

NBK Money Markets Report

Fed leaves interest rate unchanged
amid slowing growth, low inflation

UK leaves EU after three years of protracted discussions
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Wall Street Week Ahead

NEW YORK: Traders working on the floor of the New York Stock Exchange (NYSE) on
Friday in New York, United States. — AFP


