
LONDON: Britain’s biggest customer-owned
lender Nationwide said a new banking tax will
cost it 300 million pounds ($470  million) over
the next five years and potentially hurt lending.

Nationwide, Britain’s second biggest provider
of home loans, said the tax cost was the equiva-
lent of the capital required to fund 10 billion
pounds worth of lending.

Chief Executive Graham Beale warned that
the introduction of a new surcharge on profits
from next year, announced by Finance Minister
George Osborne last month, would have a dis-
proportionate impact on building societies,
which are smaller than major banks and focus
on domestic lending.

“This represents a missed opportunity to sup-
port diversity by acknowledging that building
societies are different to banks and to recognise
the contribution Nationwide and other mutuals
make by lending to the UK economy, and the

housing market in particular,” Beale said in a
statement accompanying the lender’s quarterly
results yesterday.

Nationwide paid 28 million pounds in tax
under Britain’s existing bank levy in the 2014/15
tax year.

In an interview with Reuters, Beale said the
new surcharge would see its net tax cost rise to
between 90 million and 100 million pounds in
the 2016/17 financial year, the first in which the
new rules will have a full impact.

Capital strength
Beale said customer-owned lenders such as

Nationwide should be treated differently to
banks because they are less of a risk to the
British economy.

“Instead of having a surcharge of 8 percent
for the large mutuals, to acknowledge that we’re
different with a different risk profile, it could

have been 4 percent,” he said.
Nationwide reported a 52 percent increase in

first-quarter underlying profit to 400 million
pounds and a 50 percent rise in statutory profit
to 379 million.

It provided more than a quarter of overall net
lending to the British housing market during the
period. Nationwide’s gross mortgage lending
rose 17 percent to 6.8 billion pounds and net
lending climbed 23.5 percent to 2.1 billion
pounds.

Nationwide is targeting a 10 percent share of
Britain’s personal current account market. Its
share remained unchanged at 6.8 percent in its
first quarter, which started in April.

Nationwide said its core tier 1 ratio, a key
measure of financial strength, rose 1 percentage
point to 20.8 percent, higher than any British
lender. Its leverage ratio strengthened 10 basis
points to 4.2 percent. — Reuters

FRANKFURT: Insurance claims from the
devastating explosions at the Chinese port
of Tianjin last week could exceed initial esti-
mates and strain the finances of regional
insurers, credit ratings agency Fitch said
yesterday.

Credit Suisse analysts estimated that
total insurance losses could amount to $1
billion to $1.5 billion, basing their calcula-
tions on Chinese media reports, but Fitch
said the bill could be higher.

Local Chinese insurers are likely to bear
the brunt of the costs and it is unclear how
much of their exposure will be transferred
to reinsurance companies.

“The high insurance penetration rate in
this area could make the blasts one of the
most costly catastrophe claims for the
Chinese insurance sector in the past few
years,” Fitch said.

“Claims from the blasts are likely to
undermine the financial performance of
some regional players and those property
and casualty insurers with high risk accu-
mulation in the affected areas.”

It was too early to say how the credit
strength of China’s insurance sector as a
whole would be affected, it added.

If claims were to come in at the high
end of the forecast, it would represent

more than 5 percent of aggregated share-
holder capital of the six leading insurers
with exposure to Tianjin, Fitch estimated.

PICC Property and Casualty Company,
Ping An Property & Casualty Insurance
Company of China, China Pacific Property
Insurance, China Continent Property &
Casualty Insurance, Sunshine Property &
Casualty Insurance and Taiping General
Insurance are the most active insurers in
the region, Fitch said. They account for
nearly 80 percent of property and casualty
premiums.

Property and casualty insurers in the
region typically pass on about 10-15 per-

cent of risks to local and international rein-
surers, Fitch said.

China Reinsurance Group, which this
month applied to carry out an initial public
offering, is the country’s biggest reinsurer,
but other top spots in the market are occu-
pied by European players Swiss Re,
Hannover Re, Munich Re and Scor.

Reinsurance officials on Tuesday said it
was too early to comment on the likelihood
or extent of claims their insurance compa-
ny clients might pass along. “A potential
participation (in the claims) is possible,” a
Hannover Re spokeswoman said.

Zurich Insurance and Allianz are among

the foreign insurers who have received
claims stemming from the blasts on
Wednesday, which killed more than 100
people and destroyed or damaged about
10,000 cars at Tianjin, the world’s third-
largest port by cargo volume.

The IUMI marine insurance body said
that losses on motor vehicles alone in
Tianjin could amount to $300 million.

“Container losses are likely to be spread
among many marine cargo insurers but
motor vehicle insurance is a specialist sec-
tor and so that market is likely to be hit
hard,” said Nick Derrick, chairman of the
IUMI’s cargo committee. — Reuters
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MADRID: As a general election looms in
Spain, the central bank said the country’s
leaders should be careful not to backtrack
on recent reforms and spending cuts as
they try to cement an economic recovery
and create much-needed jobs.

The Bank of Spain sees economic out-
put continuing to expand in the second
half of 2015 and growth of 3.1 percent this
year in Spain and of 2.7 percent for 2016,
putting Spain far ahead of most euro zone
peers as it emerges from a period of deep
spending cuts, economic reforms and a
bank bailout.

But Bank of Spain Governor Luis Maria
Linde said yesterday that a jobless rate
hovering at 22.4 percent and a high level
of public debt were weighing on Spain’s
progress since a deep recession ended in
2013.

With a general election just months
away, he urged politicians to continue with
efforts to rein in spending, adding that any
doubts over this could harm the recovery.

“We’re far from having overcome all of
the factors of vulnerability (in the econo-
my),” Linde told parliament, adding that an
exceptional phase of growth “does not
mean that Spain has sufficiently overcome
the consequences of the crisis that started
in 2007”.

Linde said there was already a risk that
Spain could miss its deficit target of 4.2
percent of output for 2015.

Political groups backed by the anti-aus-

terity party Podemos performed well in
regional elections in May. With a national
parliamentary election due around
November, polls show that new move-
ments are eroding the voter base of the
traditional parties, leading to what could
be an untested era of coalitions.

That could increase uncertainty over
the economy, which has benefited from
falling debt costs. Spain sold 5.45 billion
euros in short-term Treasury bills yesterday
at lower rates, with yields on 6-month bills
turning negative.

Linde said Spain’s jobless rate could fall
to around 20 percent by the fourth quarter
of 2016.

Economists warn that the economic
revival may slow as a rebound effect wears
off, and Linde also said that government
projections for a higher tax take next year
needed to be monitored in case they fell
short. Some underlying trends are for now
still encouraging, however.

Spanish banks’ bad debts as a percent-
age of total credit fell further to 10.99 per-
cent in June, new data showed, and
exports reached a record high in the first
half of the year, the Economy Ministry said.

Linde said consumer prices in Spain
were still weak, but the risk of an overly
long period of depressed prices had dissi-
pated. Year-on-year core inflation, which
strips out volatile energy prices, jumped
to 0.8 percent in July from 0,6 percent in
June.  — Reuters

LONDON: Gold traded little changed
yesterday, as investor focus shifted
back to the prospect of a US rate rise
by the Federal Reserve. Gold snapped
a seven-week losing streak and scaled
a three-week high of $1,126.31 last
week after China’s devaluation of its
yuan fuelled some speculation that the
Fed could hold off on raising interest
rates this year.

“Gold is still reacting to dollar weak-
ness after the Chinese currency deval-
uation,” ABN Amro analyst Georgette
Boele said.  “September,  when we
expect the first US rate hike, is going to
be crucial  for the precious metal ’s
medium-term direction.”

Spot gold was up 0.1 percent at
$1,118.56 an ounce by 1148 GMT,
while US gold for December delivery
was flat at $1,118.20 an ounce. “For
one to two weeks, it’s going to oscillate
around $1,100,” said Mark To, head of
research at Hong Kong’s Wing Fung
Financial Group.

“I think the rate hike has already
been discounted fully, whether it hap-
pens in September or December.” The
dollar was unchanged against a basket
of leading currencies, while European
shares were mixed, following a 6 per-
cent slump in Chinese markets.

Data on Monday showed US home-
builder sentiment rose in August to its
highest s ince a matching reading

almost a decade ago, helping counter
a plunge in New York manufacturing
activity to its weakest since 2009.

Solid jobs growth, rebounding retail
sales and a housing sector on the
mend suggest the Federal Reserve is
on track to raise interest rates this year,
perhaps at the next policy meeting in
September.

“Despite the recent market volatility
caused by the RMB (yuan) devaluation
last week, (we) believe that the Fed will
look past international macro develop-
ments, focusing instead on positive
trends in US labor data, and therefore
continue to see September Fed lift-off
as the most likely scenario,” Citi said in
a note.

Higher interest rates would put
non-yield-bearing gold under further
pressure, increasing the opportunity
cost of holding the metal.

There should be more clues on the
Fed’s thinking regarding interest rates
when the minutes of the US central
bank’s July 28-29 meeting are released
today.

Investors withdrew $2.3 billion from
gold exchange-traded products in July
as the dollar strengthened, BlackRock
data showed. Spot silver dropped 1.1
percent to $15.14 an ounce, platinum
was down 0.1 percent at $992.49 and
palladium sl ipped 1.5 percent to
$603.25. — Reuters
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MADRID: Spanish Prime Minister Mariano Rajoy (R) looks on past Spanish Deputy
Prime Minister and Spokeswoman Soraya Saenz de Santamaria during a parliamen-
tary session in Madrid yesterday. Spanish lawmakers were poised to approve today
Greece’s third international bailout which Prime Minister Mariano Rajoy decided to
put to a vote in parliament ahead of a year-end general election.— AFP
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BEIJING: A delivery man waits in his truck in Beijing. — AFP

ISTANBUL: Turkey’s central bank held interest
rates yesterday after a drop in food and energy
prices eased inflationary pressures, maintaining
a cautious stance with one eye on political ten-
sions that have driven the lira to record lows.

Prime Minister Ahmet Davutoglu is expected
yesterday to relinquish the mandate to form the
next government after coalition talks failed, rais-
ing the prospect of another parliamentary elec-
tion in the autumn after June’s indecisive vote.

Against that background, the bank kept its
one-week repo rate at 7.50 percent and the
overnight borrowing rate at 7.25 percent. The
overnight lending rate remained 10.75 percent
and the primary dealers’ overnight borrowing
rate 10.25 percent.

“ Taking into account the uncertainty in
domestic and global markets and the volatility in
energy and food prices, the committee decided
to implement a tighter liquidity policy as long as
deemed necessary,” the bank said in a statement.

In a Reuters poll of 12 economists, eight had
expected the key one-week rate to be left
unchanged and four had forecast a 50-100 basis
point hike.

Months before the election, President Tayyip
Erdogan had exerted pressure on the central
bank to cut rates to boost a flagging economy,
but economists say the country needs tighter
policy to fight inflation.

Speaking before the central bank decision,
Economy Minister Nihat Zeybekci said that calls
for higher interest rates did no good to Turkey
and that the recent appreciation of the dollar
was “totally speculative”.

Government officials have said economic
growth is likely to fall far short of Ankara’s tar-
gets this year.

The lira has plunged more than 18 percent
against the dollar this year, making it one of the

worst-performing major emerging market cur-
rencies.

It is expected to remain under pressure with
no sign of the political uncertainty easing in the
near term, or an end to a cycle of violence in the
country’s southeast pitting government forces
against Kurdish PKK militants.

Under the terms of the constitution, Erdogan
could dissolve Davutoglu’s caretaker cabinet and
call for the formation of an interim power-shar-

ing government to lead Turkey to a new election
within months if no deal is reached by Aug. 23.

Such a temporary arrangement would theo-
retically hand cabinet positions to four parties
with deep ideological divisions, leaving policy-
making paralysed and deepening uncertainty.

Erdogan’s ruling AK Party has cultivated a
record of sound economic management since it
first came to power in 2002 but lost its ability to
govern alone in the June 7 election.  — Reuters
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DALLAS: Provided by the Federal Reserve Bank of Dallas shows Robert Steven Kaplan. The
Federal Reserve Bank of Dallas said August 17 that Kaplan, a Harvard University professor and
former Goldman Sachs executive, will become its new head. Kaplan’s appointment as presi-
dent and chief executive of the Dallas Fed will take effect on September 8, succeeding Richard
Fisher, who retired in March. — AP


