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ALLAHABAD: An Indian corn vendor roasts corn for sale at the roadside in Allahabad yesterday.  — AFP 

Scary headlines do not deter investors
NEW YORK: The US economy is growing at a painfully
slow pace. Greece still threatens the euro. Chinese stocks
have just pulled out of a frightening free-fall. Big compa-
nies in the US are struggling to boost profits. You might
think it’s been a rough year for investors, but it’s mostly
been a smooth ride - and a profitable one. Money is flow-
ing into bonds issued by the riskiest of companies, home
prices in some big US cities are soaring, shares of technolo-
gy companies are still near all-time highs, even after a drop
this week, and auction houses are enjoying record sales of
art. A Picasso painting sold at Christie’s for  $179 million in
May, the highest ever for an artwork at auction, prompting
one dealer to exclaim, “I don’t really see an end to it.”

Neither do many on Wall Street. The so-called fear
index, a figure measuring the odds of big swings in stock
prices, is hovering near a multi-year low. The ranks of
“short-only” investors, who bet that stocks will drop, have
thinned to near extinction. A traditional haven for spooked
folks, gold, fell to $1,085 an ounce on Friday, down more
than 40 percent in four years. Jack Ablin, chief investment
officer of BMO Private Bank, thinks people have faced so
many crises that they have become numb to fear. “Things
have worked out,” he says, “and that has emboldened
investors.”

Maybe too much
For years, US companies have kept profits rising by

cutting costs to overcome slow sales.  But they’re lean
now and it’s getting harder to do that. In the past week,
IBM, United Technologies, Caterpillar and Union Pacific
fell after posting disappointing earnings or revenue for
the latest quarter. “Ultimately, there comes a point
where you can’t cut more,” says Kevin Dorwin, managing
principal of San Francisco-based financial planner
Bingham, Osborn & Scarborough. “You’ve got to grow
the top line.” After all results for the April-June period are
tallied, analyst expect earnings per share for companies
in the Standard and Poor’s 500 index to drop from a year
earlier, the first decline since 2009, according to financial
data provider S&P Capital IQ. Revenue is forecast to fall
for a second quarter in a row, nearly unheard of outside
a recession, as Americans still hold back on spending six
years after the financial crisis.

It’s gotten to the point that even the biggest bulls are
conceding that, yes, after a tripling of prices since 2009,
stocks are getting a tad expensive or, to use their deli-
cate phrase, “fully valued.” Homes in hot markets like
Miami and Seattle are looking pricey, too. In San
Francisco, prices have jumped 61 percent in just three
years, according to the Standard & Poor’s/Case-Shiller
index. People are also putting money into “high yield”
bonds, so called because the iffy companies that sell
them must offer fat interest payments to get you to
open your wallet. Or at least they used to. So heavy has

been demand for the bonds, that these companies are
paying interest of 6.6 percent, versus 10 percent four
years ago.

James Abate, chief investment officer of Centre
Funds, thinks investors are too confident, and maybe a
little blind. Earnings per share jumped in previous quar-
ters, he notes, partly because earnings were spread over
fewer shares after companies bought back billions of
dollars of them. He also complains that financial analysts
have focused too much on “adjusted” earnings that leave
out all types of one-time costs. That makes companies
look more profitable than they are. He’s bracing himself
for a few quarters of falling profits. “I think we’re on the
verge of an earnings recession,” he says. Or maybe just a
recession.

Most economists scoff at the idea, but David Levy,
one of the few who called the last global recession in
2007-2009, thinks another one is likely. Since he made
that prediction, China has slowed dramatically, Brazil has
fallen into recession, and five of the 10 biggest global
economies are either in one or teetering on the edge.
The economy of Canada, America’s biggest trading part-
ner, has shrunk for four straight months. Financial ana-
lysts are largely shrugging off the fears. They like that
stocks in the S&P 500 index are trading at 17.6 times
their expected earnings for the next 12 months, accord-
ing to S&P Capital IQ. That earnings multiple, as it’s

called, is only slightly higher - meaning more expensive -
than the 15-year average of 16 times.

But that assumes the analysts are correct and profits
will start growing again this year, then leap by double-
digit percentages next. It also assumes that the compa-
nies’ versions of earnings, the “adjusted” ones that Abate
so distrusts, are reliable. Of course, it might all work out in
the end. US employers are hiring at a solid pace, so it’s
possible all those extra paychecks will spark more spend-
ing and higher revenue and profits. History also suggests
it’s unwise to bet against a bull market that has stretched
into a seventh year. Prices have kept rising despite two
Greek debt crises, a near debt default by the US govern-
ment, and, recently, Beijing’s failed efforts to avert a crash
in its stock market.

“You can always tick off a list of worries,” says one opti-
mist, Mike Ryan, chief investment strategist at UBS
Wealth Management Americas, “but markets tend to
climb a wall of worry.” Or is it a wall of complacency?
You’d have to go back 3 1/2 years to find the last time
investors got really scared, selling enough to push the
S&P 500 index into a “correction,” or drop of at least 10
percent. Abate of Centre Funds thinks stocks will soon fall
by that much, possibly more, and so he’s bought an
insurance contract for his fund that will pay off when
they do. “We’re not complacent,” he says, “about the com-
placency.”— AP 

KUWAIT: Al Ahli Bank of Kuwait (ABK)
yesterday announced a net profit  of
KD20.44 million for the first half of 2015,
demonstrating a 7.2% increase from KD
19.07 million over the same period in
2014. Operating income also saw a 4.6%
jump from the same period last year with
KD 62.64 million versus KD 59.89 million
in 2014, while net loans and advance-
ments to customers increased by 8.4%
over December 2014. Total assets reached
KD 3,707.78 million whilst total share-
holders’ equity measured up to KD 555.83
million, marking a steady growth for the
Bank.  

Additionally, during the first half of
2015, ABK entered in to an agreement
with Piraeus Bank SA. Greece to acquire
98.5% of their subsidiary Piraeus Bank
Egypt (PBE).  The Bank has obtained
Central Bank of Kuwait approval and is in
the process of finalizing the Egyptian reg-
ulatory authority approvals. Once these
have been obtained PBE will be a part of
ABK and rebranded as ABK Egypt across

the entire 39 branch network by the end
of 2015.

Michel Accad, ABK’s Chief Executive
Officer, highlighted ABK’s solid perform-
ance for the first half of the year: “ABK is
excited about the success achieved since
2014. Our commitment to excellence is
underlined by our growth which is made

possible by our strong experienced man-
agement team and a dedicated workforce.
We will further improve our infrastructure,
processes and systems in order to ensure
constant delivery of quality, easy and
friendly banking services to our customers
as we continue to build on the figures
achieved in the first half of 2015.”

Commenting on the regional benefit of
ABK’s impending acquisition of PBE. Talal
Mohamed Reza Behbehani, Chairman of
ABK said:  “We are eager to welcome PBE
into the ABK family and look forward to
the opportunities this will present. This
milestone entry into Egypt will consoli-
date ABK’s position as a key player in the
regional market while offering the chance
to diversify our business profile and capi-
tal as we tap into a new market. We look
forward to expanding the existing busi-
ness relationship between our two coun-
tries with the launch of ABK Egypt.” 

ABK’s achievements as a leading financial
institution have been honored numerous
times across various categories, winning
‘Best Retail Bank’ by Banker ME, ‘Most
Improved Retail Bank’ by Asian Banker, ‘Call
Centre Manager of the Year’ and ‘Best
Management Information’ at the Dubai
Insight Awards, ‘Best Credit & Debit Card’ by
Banker ME, as well as the ‘Award for Excellent
Quality in STP’ by Commerzbank AG.ABK is
rated by Moody’s as A2 and Fitch as A+. 

ABK announces net profit of KD20.44m Square exploring 
IPO under wraps

SAN FRANCISCO: Payments company Square has
informed US regulators privately that it is exploring going
public with a stock market debut, according to reports
yesterday. The mobile payments and financial services
startup launched by Twitter co-founder Jack Dorsey is
stealthily looking into an initial public offering of stock.
He’s doing so under legislation that lets young, growing
companies secretly begin the process if they bring in less
than a billion dollars in annual revenue, media reports
said.

The New York Times and Bloomberg News each cited
unnamed inside sources as confirming San Francisco-
based Square is exploring an IPO under wraps. Square
handles billions of dollars in merchant transactions annu-
ally and has broadened offerings to include other financial
services to businesses. News of Square IPO plans comes as
Dorsey divides his time between running the mobile pay-
ments company that he co-founded in 2009 and Twitter.

Twitter chief executive Dick Costolo this month official-
ly surrendered his post, handing the reins back to Dorsey
as the popular one-to-many messaging service struggles
to boost its ranks of users. Dorsey said he will stay at the
Twitter helm while the board finds someone to replace
Costolo long-term. Costolo guided the San Francisco-
based firm through its initial public offering, but growth
has been disappointing and the company has yet to show
a profit. —AFP

Net profits rise by 7.2%; Operating income up 4.6%
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