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ISTANBUL: ING Group NV, BNP Paribas and Bahrain-based
Arab Banking Corp (ABC) have submitted bids to buy
HSBC’s Turkish business, a source familiar with the process
said yesterday. The source said the bids are non-binding,
suggesting that the process could still take some time to
complete, but that one-to-one talks have begun. The
source also said ABC appeared the most keen. “ING’s
Turkish unit and BNP’s Turkish partner do not seem
extremely excited about the acquisition. Although ABC is
the smallest of the three, it seems very aggressive” the
source said.

Four other sources said Dutch lender ING was interest-
ed in buying HSBC’s Turkish business, comprising corpo-
rate and investment banking operations as well as a loss-
making retail arm. Two of the people said ABC was looking
to buy the business, though they did not know if bids had
been submitted. Qatar National Bank was also interested
but has not submitted a bid, the first source said. HSBC,
ING, BNP and QNB declined comment and ABC could not
be reached for immediate comment.

In February HSBC Chief Executive Stuart Gulliver said
that businesses in Turkey, Brazil, Mexico and the United

States needed to improve or be sold. The bank has started
auctions to sell operations in Turkey and Brazil and is
expected to restructure in Mexico and the United States,
sources have said. HSBC had $8.6 billion of loans in Turkey
at the end of 2014, but it does not disclose their book val-
ue, which is the value at which assets are carried on the
balance sheet. The business could be sold at about book
value, meaning HSBC would not see a gain or loss on the
sale, sources said. One said the price would depend on the
structure of the deal, such as whether HSBC provides
financing.

Takeover Trail
An acquisition would mark a return to the takeover trail

for ING, which expanded internationally with a series of
deals over two decades before needing rescuing by the
Dutch government in 2008. EU rules on state aid meant it
had to sell businesses and was not allowed to make acqui-
sitions, but the block on purchases ended this week when
it cut its holding in insurance arm NN Group to 42 percent.

ING already runs a retail bank in Turkey, but it lacks
scale and needs to expand to survive in the highly compet-
itive Turkish banking system, local sources have said. CEO

and Chairman Ralph Hamers told analysts this month he
would consider acquisitions to increase ING’s presence in
countries where it already has a foothold.

France’s BNP also has a sizeable business in Turkey and
may be keen to add scale. BNP has made acquisitions
before and after the financial crisis, but its appetite for
deals has diminished since its capital strength was dented
by a record $9 billion fine from US authorities last year for
violating US sanctions. It has said its focus is on organic
growth but would consider “bolt-on” acquisitions. ABC has
gone through significant management changes in the
past 18 months and is growing quickly, but HSBC Turkey
would represent a big deal for a bank of its size.

HSBC’s Gulliver is trying to cut costs and reduce com-
plexity and is due to provide a strategy update on June 9,
when he will be keen to show some big disposals are well
advanced. HSBC lost $64 million in Turkey last year,
dragged down by a $155 million loss at its retail business
after regulatory changes capped interest rates on credit
cards and overdrafts. It is the 13th-largest branch network
in Turkey with nearly 300 branches, well behind Isbank,
Garanti Bank and some state-run lenders. — Reuters 

ING, BNP among bidders for HSBC Turkey 

WASHINGTON: The US economy contracted in the first quarter as it
buckled under the weight of unusually heavy snowfalls, a resurgent
dollar and disruptions at West Coast ports, but activity already has
rebounded modestly. The government yesterday slashed its gross
domestic product estimate to show GDP shrinking at a 0.7 percent
annual rate instead of the 0.2 percent growth pace it estimated last
month. A larger trade deficit and a smaller accumulation of invento-
ries by businesses than previously thought accounted for much of
the downward revision. There was also a modest downward revision
to consumer spending.

With growth estimates for the second quarter currently around 2
percent, the economy appears poised for its worst first-half perform-
ance since 2011. The economy’s recovery from the 2007-2009 finan-
cial crisis has been erratic. Weak data on consumer sentiment and
factory activity in the Midwest on Friday suggested that while the
economy has pulled out of its first-quarter soft patch, the growth
pace was modest early in the second quarter. That mirrored other
recent soft data on retail sales and industrial production.

But reports on housing and business spending plans have indi-
cated momentum could be building, which would keep the Federal
Reserve on track to raise interest rates later this year. Economists cau-
tion against reading too much into the slump in output. They argue
the GDP figure for the first quarter was held down by a confluence of
temporary factors, including a problem with the model the govern-
ment uses to smooth the data for seasonal fluctuations.

Economists, including those at the San Francisco Federal Reserve
Bank, have cast doubts on the accuracy of GDP estimates for the first

quarter, which have tended to show weakness over the last several
years. They argued the so-called seasonal adjustment is not fully
stripping out seasonal patterns, leaving “residual” seasonality.  The
government said last week it was aware of the potential problem
and was working to minimize it.

“Obviously the economy is weaker than we would like it to be,
but the first quarter overstates that,” said Robert Dye, chief econo-
mist at Comerica in Dallas. “We’re going see enough growth to keep
job creation in place and allow the Fed to maintain their lift-off
schedule for September.” When measured from the income side, the
economy expanded at a 1.4 percent rate in the first quarter. A meas-
ure of domestic demand growth was revised up slightly and business
spending on equipment was much stronger than previously estimat-
ed, taking some edge off the slump in output. US Treasuries were
trading higher, while the dollar was largely unchanged against a bas-
ket of currencies. Stocks on Wall Street fell.

Dollar, Energy Drag
Apart from the statistical quirk, the economy, which expanded at

a 2.2 percent pace in the fourth quarter, was hammered by a sharp
decline in investment spending in the energy sector as companies
such as Schlumberger and Halliburton responded to the plunge in
crude oil prices. Spending on mining exploration, shafts and wells
plunged at a 48.6 percent pace in the first quarter, the largest drop
since the second quarter of 2009. Economists estimate unusually
heavy snowfalls in February chopped at least one percentage point
from growth.— Reuters 

US economy contracts 
Strong dollar weighs on Q1 corporate profits

LONG BEACH: Ships wait to be loaded at the Port of Los Angeles in Long Beach in this Feb 13, 2015 file photo, as ports
are partially closed due to a dispute between staff and bosses along the key trade frontline with Asia. — AFP 

Brazil economy 

begins rough year, 

shrinking 0.2%

RIO DE JANEIRO: Brazil’s economy, the world’s seventh
largest, contracted by 0.2 percent in the first quarter of 2015,
the government said yesterday, kicking off a rough year in
which it is expected to continue shrinking. The figure con-
firmed a five-year slowdown in the South American giant’s
GDP but was smaller than the 0.5 percent drop that most ana-
lysts had forecast. The economy grew just 0.1 percent in 2014,
its fourth straight year of meager growth.

And Brazil is preparing for an even tougher stretch this year:
the government is forecasting a decline of 1.2 percent, bigger
than the 1.0 percent contraction foreseen by the IMF. The new
figures add to a pile of discouraging economic data. Annual
inflation stood at 8.17 percent in April, well above the target of
4.5 percent. Raising the key interest rate to rein in prices is
tricky because it already stands at a whopping 13.25 percent.
Still, analysts predicted another rate increase was likely.

Even unemployment, long the brightest indicator, has risen
in the first four months of the year, to 6.4 percent in April. With
President Dilma Rousseff pushing budget cuts in a bid to shore
up the government’s books, the economy will probably get
worse before it gets better, analysts warn. “Employment is
already being affected, the numbers are already bad. In April
Brazil lost 100,000 jobs and the expectation is that it’s not over
yet,” said Andre Leite, an analyst at Sao Paulo consulting firm
TAG Investimentos. “We’re still going to live through some
very bad times for the economy,” he told AFP.

Even though the contraction was slightly smaller than fore-
cast, “the current scenario is still bad, and getting worse,” said
Andre Ferreira, head of brokerage firm Nova Futura. He said
the government’s budget cuts of $23.3 billion, announced last
week, could cause a further contraction, predicting a “better
scenario” only in the second half of next year.

Brazil’s economy grew 0.3 percent in the last quarter of
2014, after exiting a recession the quarter before with 0.1 per-
cent growth. Under Rousseff, the economy has never returned
to the blistering growth it posted under her predecessor and
mentor, Luiz Inacio Lula da Silva, which reached 7.5 percent in
2010, his last year in office. Like much of Latin America, Brazil
has been hit hard by the sharp decline in commodities prices
after a boom in the 2000s. It is also reeling from the impact of a
massive corruption scandal at its largest company, state-
owned oil giant Petrobras, which has stained the ruling
Workers’ Party and key Rousseff allies.

Prosecutors accuse Petrobras executives of colluding with
construction companies to massively inflate contracts and
bribe politicians in a decade-long scheme. Petrobras esti-
mates the kickbacks cost it around $2 billion. The contraction
in the first quarter was led by the services sector, which shrank
by 0.7 percent, said national statistics institute IBGE. The
industrial sector shrank by 0.3 percent and household con-
sumption by 1.5 percent. The agricultural sector expanded by
4.7 percent. — AFP 


