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MUMBAI: Reserve Bank of India (RBI) governor, Raghuram Rajan speaks dur-
ing a news conference at the RBI headquarters in Mumbai yesterday. —AFP

MUMBAI: India’s central bank kept interest
rates on hold yesterday, citing rising inflation
and “weakness” in Asia’s third-largest economy
despite recent growth.

The move follows recent rate cuts designed
to lower the cost of investing and boost India’s
economy, a key priority for Prime Minister
Narendra Modi.

The Reserve Bank of India (RBI) said the
benchmark repo rate, the level at which it lends
to commercial banks, would remain at 6.75 per-
cent as analysts had expected. “Indicators sug-
gest the economy is in the early stages of a
recovery, though with some areas of continued
weakness,” RBI Governor Raghuram Rajan said
in a statement following the bank’s monetary
policy review meeting in Mumbai.

“The uptick of CPI inflation excluding food
and fuel for two months in succession warrants
vigilance,” he added. Rajan has made controlling
inflation a priority, setting a target of bringing it
consistently below six percent by January 2016
and to four percent for the 2016/17 financial
year. India’s consumer prices rose five percent in
October, below the target, but accelerating
from a 4.41 percent increase in September.
“Inflation has turned up as anticipated, and is
expected to rise further until December before
plateauing,” Rajan said in the statement.

A survey of 47 economists by Bloomberg
had overwhelmingly predicted Rajan would
hold rates after he surprised analysts in
September with an aggressive 50-basis-point
reduction, suggesting there would be little
room for further easing in 2015.

The bank chief has already lopped 125 basis
points off borrowing rates this calendar year in
four separate cuts to bring the repo rate down
to its lowest level in four years. Economic

growth has notched 7.4 percent year-on-year in
the second quarter, outperforming China, data
showed Monday.

More growth needed? 
Modi has focused on spurring economic

growth since sweeping to power in a general
election in May 2014 and India has now posted
three straight quarters of growth above seven
percent. But investors have raised concerns
about the pace of promised economic reform
needed to create jobs for India’s tens of millions
of young people. They are hoping Modi’s gov-
ernment will be able to reach an agreement
with opposition parties and push reforms
through the current session of parliament,
including one that paves the way for a long-
awaited national sales tax.

Rajan also cited “weak” global growth and a
flagging Chinese economy as reasons to remain
cautious.

Analyst Arun Singh said the RBI had also
chosen to wait to see whether the US Federal
Reserve would hike rates later this month, as
expected, before cutting again.

“It makes sense to stick with the status quo
until we get clarity,” the senior economist at Dun
& Bradstreet, told AFP. After the RBI cut rates in
January and March, it kept them unchanged in
April, citing inflation concerns and a failure of
most commercial banks to pass on lower loan
rates to customers.  In June it snipped off a fur-
ther 25 basis points before holding rates at its
meeting in August and then slashed the repo
rate the next month to its lowest level since
March 2011. It is still much higher than com-
pared to other major economies, with the
United States and Japan at record lows of near
zero percent.  —AFP

India’s CB keeps key 
interest rates on hold

KUWAIT: X-cite by Alghanim Electronics
realized another admirable feat that is now
part of its growing collection of success sto-
ries. This year, X-cite won first place in the
Fourth Pan Arab Applications Awards for its
application of its website, www.xcite.com,
that is accessed through smartphones. X-
cite’s win of this highly sought after award
confirms the company’s pioneering strate-
gies and steadfast commitment to provide
its customers with smart and convenient
channels of communication.  

The Pan Arab Application Awards took
place in Dubai on Tuesday, November 24,
2015 in cooperation with the Arab Social
Responsibility Organization in the presence
of Pierre Moukarzel, President of the Arab
Organization for Social Responsibility, Dr.

Mohammed Essa Al-Adwan, Ambassador of
the Arabian Cooperation Affairs at the Arab
Organization for Social Responsibility, and
other government and diplomatic officials
as well as representatives of the private and

public sector and a large number of market-
ing, media and social media representatives. 

A large number of leading companies in
the Arab World participated in the challenge
that recognizes the most superior applica-

tions in the region; however, only X-cite took
first place after an intensive and comprehen-
sive study was implemented to measure the
company’s application’s standards. The study
awarded the relevant companies’ applica-

tions upon the category they were in, high-
lighting which participants surpassed the
judging panel due to their innovation and
outstanding technological capabilities. 

All applications competed against strict

measures, measures that X-cite transcended
with flying colors. The company’s winning
application was measured at a commend-
able 20% when it came to its creative inno-
vation. X-cite’s application was measured at
25% based on its ease-of-usage that
allowed customers to navigate the applica-
tion with simple convenience. The third
measure was based on the application’s
technical aspect; at 20 percent, X-cite’s
application proved to be an efficient one
due to its moderate usage of a smart-
phone’s battery life as well as the lack of
technical glitches that application users typ-
ically face. Regarding the application’s struc-
ture, X-cite gained an admirable 10 percent
based on its compatibility on a majority of
smartphone devices, telecom networks and

its offline availability. Apart from gaining 15
percent based on its social media reach, X-
cite’s application acquired 10 percent due to
its wide reception and usage. All in all, X-
cite’s high ratings were the reason behind
the company’s win of this desired presti-
gious award.

The Pan Arab Application Awards aims
to encourage Arab innovation in the realm
of smartphones that are considered as the
ideal tool for social engagement and
human interaction whether that might
entail social or commercial content. The
Awards’ goal also sheds light upon the sig-
nificance of Information Systems (IT) as it is
the ultimate channel for communicating
with the youth, a population that comprises
70 percent of the Arab World.

X-cite takes first place in Pan Arab Applications Awards

FRANKFURT: Christmas is coming -
and some investors are already con-
vinced they will unwrap an early
present tomorrow in the form of
more economic stimulus from the
European Central Bank.

ECB head Mario Draghi has sig-
naled clearly that action is coming
this week when the bank’s govern-
ing council meets. So clearly, in fact,
that the challenge - as for parents
with overexcited children may be
simply to avoid disappointing
expectations. That means that this
week’s meeting could bring surpris-
es. Draghi may seek to exceed
expectations by expanding its
bond-buying stimulus program or
cutting interest rate more than ana-
lysts foresee.

Bond purchases tend to drive up
the price of a broad range of other
assets, including stocks. Another
consequence could be a weaker
euro against the dollar. Some think
the euro, which is currently around
$1.06, could head down toward
$1.00, so-called parity. Others say
Draghi may have to exceed expecta-
tions just to keep it where it is.

The weaker euro against the dol-
lar would mean cheaper European
travel for Americans. But it could
also hurt the profits of American
companies doing business in
Europe, because the currency shift
will shrink euro earnings in dollar
terms. More broadly, a weaker euro
would help eurozone exporters by
making their goods more competi-
tive in major trade partners includ-
ing China, the US, Britain and Japan.
Starting from the ECB’s Oct. 22
meeting and in subsequent speech-
es, Draghi has indicated action is
likely in December. Through its stim-
ulus actions, ECB aims to make cred-
it cheaper for companies to support
growth, which is still weak at just 0.3
percent in the third quarter. Most of
all, it is trying to push inflation high-
er from 0.1 percent toward its goal

of just under 2 percent annually.
Price stability is the bank’s chief
goal; low inflation suggests the
economy is weak and makes it hard-
er for indebted countries such as
Greece to recover.

To achieve that, the ECB is cur-
rently buying 60 billion euros in
government and corporate bonds a
month, up to a total of 1.1 trillion
euros. And Draghi mentioned that
the current rate on funds deposited

by banks could be cut further. That
rate is already negative at minus 0.2
percent. Here’s what investors
expect from the ECB - and where the
central bank could surprise on
Thursday:

BIGGER BOND PURCHASES,
FOR LONGER

Right now, markets are expect-
ing the ECB to either extend the
bond-buying program beyond the
current end date of September
2016 or increase the purchase

amounts. It could also increase the
list of eligible bonds beyond gov-
ernment bonds and limited types of
very secure private-sector bonds.

To exceed expectations, Draghi
may have to do several of those, or
all three, and/or exceed the
amounts. Holger Schmieding, chief
economist at Berenberg Bank in
London, looks for the ECB to raise
bond purchases to 75 billion a
month; lengthen the minimum

duration of the purchases by six
months until March 2017; and add
new types of bonds excluding cor-
porate issues.

“It would be a big surprise if the
ECB fails to take further action in
December,” wrote Ben May at
Oxford Economics in a research
note. “The key issue is, how much
will it do.In the past Draghi has
often delivered more than antici-
pated. “ May said that suggests a
longer purchase program duration
is likely - though he expects no

increase in monthly purchases.

LOWER INTEREST RATES
Markets are already expecting a

cut in the deposit rate by around
0.15 percentage point, says analyst
Carsten Brzeski at ING-DiBa in
Frankfurt. Analyst May foresees a
0.10 percent cut, “although a larger
reduction is certainly possible.” So
to clearly exceed expectations,
Draghi would need something like
a cut of 0.20 percentage point, or
more.

Speculation about a deeper cut
into negative territory has been fed
by experience in Switzerland,
Denmark and Sweden, which have
negative rates and have seen fewer
unintended consequences than
some had feared. Switzerland has
its key rate at negative 0.75 percent.
That has supported the idea that
the ECB might be able to go even
deeper into negative territory than
it has.

A cut in the deposit rate has sev-
eral effects that could help stimu-
late the economy. It would increase
the amount of safe bonds available
for the ECB to buy, since currently
the central bank cannot purchase
bonds yielding less than its deposit
rate. It would push banks to lend
money instead of hoarding it at the
ECB. Perhaps most important of all,
the negative deposit rate is seen as
tied to the euro’s exchange rate to
the dollar. That is because the lower
rates go in the eurozone, the less
people want euros to buy fixed
income investments. That lessens
demand for euros - and sends its
exchange rate lower. It helps
exporters and helps the ECB raise
inflation by making imports more
expensive.

And that’s particularly so against
the dollar, since the US Federal
Reserve is widely expected to make
its first rate increase in years at a
Dec. 15-16 meeting. —AP

ECB may surprise with 
size of new stimulus

Draghi signals action on interest rate possible

FARNKFURT: President of the  European Central Bank, ECB,
Mario Draghi smiles prior to a news conference following the
meeting of the Governing Council of the ECB in Frankfurt.—AP

DUBAI: Several major Middle Eastern stock markets
rose yesterday, led by Qatar, which recovered steep
losses triggered the previous day by MSCI’s rebal-
ancing of its emerging markets index.

Qatar’s stock index tumbled 4.4 percent on
Monday as MSCI added overseas-listed Chinese
companies to its index, diluting Qatar’s weighting
and causing an outflow of passive funds. The drop in
the Qatari market was magnified by thin turnover
and a lack of buying interest. Yetserday, Qatar
rebounded 4.4 percent. Gulf International Services,
the second most active stock on Doha’s exchange,
surged 10 percent after plunging 9.4 percent on
Monday as it was deleted from the MSCI emerging
market index.

Qatar Gas Transport, the most heavily traded
stock, fell 2.9 percent after climbing 1.3 percent on
Monday as it was added to the index. Some other
blue chips jumped, with Islamic bank Masraf Al
Rayan up 6.2 percent. “Yesterday’s sharp fall of the
market was a one-off event, largely magnified by
lack of buying interest,” said a portfolio manager
based in Doha. Local and regional investors were
buying on Tuesday, he added.

The Saudi stock index rose 0.7 percent in the
heaviest trade so far this week as miner Ma’aden
added 2.6 percent. Emaar Economic City climbed 4.3
percent to a five-week high. It has attracted interest
since it said on Sunday last week that authorities,
who have been investigating how the firm acquired
land in the industrial zone it is developing, would let
it keep the land to protect the interests of investors.

PetroRabigh fell 1.6 percent after saying that its
high olefin cracker unit and its subordinate units
would remain offline until Dec. 30, although it
would restart most operations at its refining and
petrochemical complex on Thursday after a 50-day
planned maintenance period.

Egypt’s index climbed 1.1 percent to 6,425
points, bouncing from near technical support on the
November low of 6,302 points. Locals were net buy-
ers of stocks while foreigners continued to sell,
according to exchange data.

Uncertainty continued to rein about foreign

exchange policy.  The central bank held the Egyptian
pound steady at 7.7301 to the US dollar in a regular
foreign exchange auction that caused confusion
because some bankers said they were denied dol-
lars. Later, the central bank said it had revised the
way it allocated foreign currency at auction, but
gave few details.

After the market closed, it said it had repaid for-
eign investors in stocks and securities a total of $546
million, clearing a backlog that had built up amid a
dollar shortage.

Global Telecom Holding was the top performing
Egyptian stock, surging 10 percent to 1.76 Egyptian

pounds, after the company announced on Monday
that it would combine its Pakistan telecommunica-
tions business with local mobile operator Warid
Telecom. This confirmed a statement by foreign
partner Vimpelcom at the end of last week.

Naeem brokerage said this would be positive for
the stock and kept a “buy” recommendation, with a
target price of 4.00 pounds. Qalaa Holdings jumped
4.5 percent after saying its Gozour agrifoods unit
had signed deals to sell assets in Sudan and Egypt
for about $11 million, as Qalaa continued to sell
non-core assets. The Dubai and Abu Dhabi markets
were closed for National Day holidays. —Reuters

Qatar recovers from MSCI 
shock; Egypt rebounds

DUBAI: Commercial Bank of Qatar (CBQ) has
been trying to sell its 40 percent stake in trou-
bled Emirati lender United Arab Bank, but is
yet to find a buyer, sources aware of the mat-
ter told Reuters.

The Sharjah-based lender has had a diffi-
cult few months, with its chief executive leav-
ing after the bank swung to a third-quarter
loss on significant provisioning for soured
loans. Such a position, combined with expec-
tations of further challenges for UAE banks as
the economy slows and loan defaults increase,
would make concluding any deal extremely
tricky, according to the sources who spoke on
condition of anonymity as the information isn’t
public. The stake has a value of around 3 bil-
lion dirhams ($817 million) based on current

market capitalization, according to Thomson
Reuters data. CBQ declined to comment.

It was unclear how far talks had progressed
with any of the parties contacted by CBQ,
which included local banks. But given market
conditions, the sources noted a sales process
was unlikely to go far. A Doha-based banker
said any potential buyer would demand CBQ
offer to indemnify them against future losses
incurred by UAB.

The UAE’s seventh-largest bank by market
value, UAB has stopped lending to some of its
small and medium-sized enterprise cus-
tomers as it seeks to protect itself from fur-
ther damage after a net loss of 272.6 million
dirhams in the third quarter, three separate
sources said. —Reuters

Qatari bank CBQ eyes 
sale of UAB stake

MIDEAST STOCK MARKETS

ATHENS: Agents operating the shops of the country’s biggest betting firm OPAP
hold black flags and shout slogans outside the Finance ministry in central Athens
yesterday. —AFP


