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DUBAI: Gulf stock markets mostly fell yes-
terday as soft oil prices dampened buying,
while Saudi Arabia’s index fell 0.7 percent
on disappointing quarterly corporate
results. Etihad Etisalat (Mobily) slumped 4.2
percent after the Saudi telecommunications
operator swung to a net profit of 18.8 mil-
lion riyals ($5 million) in the second quarter,
from a loss of 901 million riyals in the prior-
year period, but fell short of estimates by
analysts polled by Reuters who forecast a
quarterly profit of 52.5 million riyals.

Construction firm Abdullah Abdul
Mohsin al-Khodari and Sons tumbled 3.1
percent after it reported a worse-than-
forecast net loss of 43.34 million riyals in

the second quarter due to a slowdown in
the kingdom’s building sector. Most petro-
chemical shares fell as Brent oil futures
flirted with $44 a barrel, hitting a fresh 11-
week low. National Industrialization Co
(Tasnee) fell 1.5 percent to close at 13.55
riyals after hitting a session high of 14.05
riyals. The firm posted a quarterly net prof-
it of 104 million riyals, beating analysts’
forecasts for a net loss of 1.2 million riyals
and ending a run of five straight losses,
although sales fell.

“Despite the 2Q16 positive surprise,
operational issues at new facilities, a weak
titanium dioxide outlook and high debt
levels are key risks,” Riyadh-based NCB

Capital, which has a “neutral” rating on the
stock with a price target of 12.00 riyals, said
in a note. But the insurance sector was bull-
ish after a string of quarterly results spurred
interest. Saudi Indian Company for
Cooperative Insurance surged 3.3 percent
after reporting a 774 percent jump in sec-
ond-quarter profit before zakat (tax) to 4.48
million riyals on rising revenues.

UAE, Egypt
Dubai’s index slipped 0.4 percent as

Dubai Financial Market dropped 2.2 per-
cent after the Gulf ’s only listed bourse
reported a 60 percent fall in second-quar-
ter net profit to 53.5 million dirhams ($15

million). DFM said the value of shares trad-
ed on the market in the first six months of
2016 shrank 32.7 percent year-on-year.

But logistics company Aramex jumped
5.5 percent in unusually heavy trade. After
the market closed, Bloomberg reported,
citing unnamed sources, that founder Fadi
Ghandour had sold his entire 9.9 percent
stake in the firm to Gulf investors including
Emaar Properties chairman Mohamed
Alabbar. In neighboring Abu Dhabi, the
index slipped as the largest listed bank by
market value, First Gulf Bank, lost 2.4 per-
cent. Tariq Qaqish, head of asset manage-
ment at Dubai-based Al Mal Capital, said
low volumes and profit-taking were the

main reasons for the dip in United Arab
Emirates stock markets.

Kuwait’s main index climbed 1.6 percent
on the back of a few second- and third-tier
stocks such as National Consumer Holding
Co, up 220 percent in very thin trade. The
Kuwait 15 index, which represents only the
largest and most liquid stocks, edged down
0.03 percent. Egypt’s main index edged up
0.3 percent as non-Egyptian investors accu-
mulated shares, while local traders cashed-
out, bourse data showed. Orascom
Telecom, the most heavily traded stock on
the bourse, climbed 1.9 percent. Real estate
investment firm Porto Group Holding
jumped 3.9 percent. — Reuters
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CAIRO: Official Egyptian inspection committees
have so far found that some 4 percent of 5 mil-
lion tons of locally purchased wheat is missing
from silos, Egypt’s supply minister said yester-
day. Khaled Hanafi added, however, that he was
not politically responsible for any alleged fraud,
as the world’s top wheat buyer continued a
month-long corruption investigation. “Why
should I be politically responsible? What wrong-
doing took place? What is the mistake that the
government made that it should not make
again?” Hanafi said in an interview. 

Egypt’s general prosecutor has said some
local wheat was bought by the government in
paper transactions only and not physically deliv-
ered. He has ordered travel bans, frozen funds
and arrested several private silo owners suspect-
ed of corruption. Parliament has also set up a
fact-finding commission to look into the allega-
tions of corruption in wheat procurement.

“Reports indicate 4 percent of the value of
the wheat,” Hanafi said, adding that the parlia-
mentary inspection committee continued to do
its work but a committee led by his ministry had
finalized inspections. Egypt contracts with pri-
vate-sector suppliers to store and deliver wheat
to government mills, as the government says it
lacks adequate capacity to stockpile the grain.
But the practice was called into question this

year after an unusually high procurement figure
prompted allegations of possible fraud from top
industry officials, traders and members of parlia-
ment and led to the recount.

High-tech silos unused
Blumberg Grain said last week its high-tech

silos, the first phase of a wheat storage develop-
ment project in Egypt that could have prevented
such fraud, were not used to store grain this
local harvest season despite being delivered on
time. The storage systems of the grain logistics
company were expected to process and monitor
about a quarter of the domestic crop. 

“Most of the Blumberg storage sites came
into service after the local harvesting season,”
Hanafi said. Hanafi said the second phase of
Blumberg’s project was rejected by the state’s
Holding Company for Silos and Storage.
“(Blumberg) proposed a second phase to the
holding company but the technicians there saw
that the offer technically and financially was not
suitable,” he said.

Hanafi said that for the next local purchasing
season, the government would again propose
reforms for the system to prevent any corrup-
tion. Egypt annually fixes a procurement price
for local wheat that is above global prices in an
attempt to encourage farmers to grow the crop,

but the practice has encouraged corruption as
middlemen take advantage of the price gap. A
new farmer subsidy system, designed to tackle
smuggling, was shelved in February after a
meeting that included the prime minister, the
supply minister, the agriculture minister and the
finance minister.

GASC revolving credit
If Egypt’s local wheat procurement numbers

were misrepresented, it may have to spend more
on foreign wheat purchases to meet local
demand - even as the country faces a dollar
shortage that has sapped its ability to import.
Hanafi said a revolving credit facility of 8 billion
Egyptian pounds ($912 million) had been made
available through local banks to state grain buy-
er GASC to purchase commodities including rice
and vegetable oils.

The facility “will allow GASC to purchase
goods and sell them as subsidized commodities
to make balance in the market”, he said. He
added that there were enough wheat reserves
to last Egypt until mid-January, enough sugar for
a year and enough vegetable oil until the end of
September. Egypt plans to buy 2 million tons of
paddy rice next month and store it as a reserve
to avoid any repeat of a subsidized-rice shortage
that took place earlier this year. — Reuters
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CALIFORNIA: People walk in front of a Yahoo sign at the company’s headquarters in Sunnyvale, Calif. — AP 

SAN FRANCISCO: When senior Yahoo executives
gathered at a San Jose hotel for a management
retreat in the spring of 2006, there was no outward
sign of a company in crisis. The internet pioneer,
not yet a teenager, had just finished the prior year
with $1.9 billion in profits on $5.3 billion in rev-
enue. The tough days of the dot-com bust were a
distant memory, and Yahoo Inc, flush with lucrative
advertising deals from the world’s biggest brands,
was enjoying its run as one of the top dogs in the
world’s hottest industry.

But for one retreat exercise, everyone was asked
to say what word came to mind when a company
name was mentioned. They went through the list:
eBay: auctions. Google: search. Intel: microproces-
sors. Microsoft: Windows. Then they were asked to
write down their answer for Yahoo. “It was all over
the map,” recalled Brad Garlinghouse, then a Yahoo
senior vice president and now COO of payment
settlement start-up Ripple Labs. “Some people said
mail. Some people said news. Some people said
search.”

The demise of Yahoo?
While some executives said this was a useful

management exercise that took place multiple
times over the years, it proved an ominous portent
of the business troubles to come. Indeed, the
demise of Yahoo, which culminated in an agree-
ment this week to sell the company’s core assets to
Verizon Communications Inc, has been more than a
decade in the making. Many of the more than two
dozen former Yahoo managers interviewed by
Reuters over the past two weeks-who now occupy
executives suites elsewhere in Silicon Valley-agree
that the company’s downfall can be traced to
choices made by both the executive leadership
and the board of directors during the company’s
heyday in the mid-2000s.

Some of the missed opportunities are obvious:

a failed bid to buy Facebook Inc for $1 billion in
2006. A 2002 dalliance with Google similarly came
to naught. A chance to acquire YouTube came and
went. Skype was snapped up by eBay Inc. And
Microsoft Corp’s nearly $45 billion takeover bid for
all of Yahoo in 2008 was blocked by Yahoo’s leader-
ship. Just as damaging as the missed deals, though,
was a company culture that ultimately became too
bureaucratic and too focused on traditional brand
advertising to prosper in a fast-moving tech busi-
ness, according to some of the former Yahoo man-
agers Reuters spoke with.

“It became very difficult to get both investment
and alignment” around new product initiatives,
said Greg Cohn, a former senior product director at
Yahoo and now CEO of the mobile phone app
company Burner. “If you built a new product and
the home page didn’t want to feature it, you were
hosed.” Worst of all, once Alphabet Inc’s Google had
displaced it as peoples’ first stop for finding some-
thing on the internet, Yahoo was never able to
decide on exactly what it wanted to be.

Yahoo today has more than 1 billion users and
has focused on mobile under chief executive
Marissa Mayer, who told Reuters in an interview
Monday that she still saw a “path to growth” for
Yahoo, which the Verizon merger accelerated.
Yahoo will continue to operate as a holding com-
pany for its large stakes in Alibaba and Yahoo
Japan, which are worth far more than the core
business. Yahoo declined to comment for this story.

The purple carpet
The appointment of Terry Semel, who had com-

pleted a highly successful run as chairman of the
Warner Bros. movie studio, as CEO in 2001 seemed
to answer a question that bedeviled many early
internet firms: was it a tech company, or a media
company? Semel could not be reached for com-
ment on his Yahoo tenure.  But the focus on media

proved lucrative in the short term as big advertis-
ers, desperate to get on board with the next big
thing, flocked to one of the largest properties on
the web. Revenue soared from $717 million in 2001
to nearly $7 billion by 2007.

Indeed, Semel and the media executives he
brought in by all accounts turned a scrappy young
internet startup into a highly profitable company
that brought old-line advertising to a new medi-
um. “From our perspective, we were a media com-
pany,” said Dan Rosensweig, Yahoo’s COO from
2002 to 2007 and now CEO of online education
company Chegg Inc. “It didn’t feel at the time that
there was a strong likelihood we would beat
Google at search... Nobody could argue that we
weren’t the largest front page on the internet.”

Yahoo placed its signature purple everywhere
then-on cookies and cupcakes, on the carpets, and
even in the martinis. “When Coca Cola came to
campus, we rolled out the purple carpet,” recalled
Wenda Harris Millard, Yahoo’s chief sales officer
from 2001 to 2007 and now president and COO of
business development firm MediaLink. Millard said
all the major advertisers, from Coke to General
Motors, wanted to come to Yahoo’s campus at least
once a year. “We were just doing gazillions of dol-
lars with them,” said Millard.

But the excitement, and the revenue, associated
with the big advertising deals ten years ago turned
out to be a trap in many ways. Like its brethren in
the print media business, who continued to rely on
selling ad pages long after it was clear that it was a
dying business, Yahoo couldn’t help but to focus on
where the big money was, even though that wasn’t
where the future was. “The worst consequence of
trying to be a media company was that they didn’t
take programming seriously enough,” wrote Paul
Graham, co-founder of the Y-Combinator tech incu-
bator who sold a startup to Yahoo, in a 2010 blog
post about the company’s woes.  — Reuters
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ROME: Specialist Italian pension funds have
agreed to a government call to invest in bad
bank loans, as Rome works to build a safety-
net around Italy’s No 3 lender Monte dei
Paschi ahead of European bank stress test. The
Tuscan bank, which has one of the heaviest
bad loan burdens in Italy, is likely to be found
short of capital under an adverse scenario
when results of the latest Europe-wide bank-
ing check-up are released on Friday night.

In a bid to reassure the market, Italy is look-
ing for ways to support its banks without
breaking European Union state aid rules that
would require investors to take a hit first.
AdEPP, the association of sector-specific pen-
sion funds, said on Monday a decision had
been taken to support a new bank fund called
Atlante 2. Each fund will need to approve the
investment. AdEPP chairman told Reuters the
government had asked its members to invest
in Atlante, which is working with Monte dei
Paschi on the sale of bad debts worth a net 10
billion euros ($11 billion). A source familiar
with the matter said Rome had asked for a 500
million euro investment.

Atlante, hastily set up in recent months to
help Italy’s weakest banks, has used more
than half of its initial 4.25 billion euro endow-
ment to take over two failing regional banks.
The source said the new fund would only
invest in bad loans and not bank equity.
Problem loans totaling 360 billion euros after
a three-year recession have become the focus
of investor concerns over Italian banks,
weighing heavily on their shares. Sources
have said Italian state lender Cassa Depositi e
Prestiti is also ready to provide up to 500 mil-
lion euros to the new Atlante fund. A similar

amount would come from SGA, another
Treasury-controlled entity.

Aid rules
To comply with a request from European

Central Bank supervisors to clean up its bal-
ance sheet, Monte dei Paschi last week sub-
mitted to the ECB a plan to sell its bad loans
and is hoping for a green light by Friday.
Under the plan, Atlante would buy the bank’s
loans to borrowers deemed insolvent in a
complex scheme that aims to leverage five-
fold the fund’s residual resources of 1.75 bil-
lion euros, sources have said. 

Atlante is ready to buy the loans at a higher
price than investors specializing in distressed
assets would offer, but that would still be below
the portfolio’s net book value, blowing a hole in
the bank’s account and forcing it to raise capital.
A source close to the matter said Atlante would
likely buy the loans at 30-32 percent of their
nominal value, against a current valuation of 37
percent in the bank’s books. Monte dei Paschi
may struggle to raise cash at a time when sector
profits are being squeezed by negative interest
rates and poor asset quality. 

But EU state-aid rules have hampered
Italy’s efforts to backstop Monte dei Paschi’s
capital raising. Another source with knowl-
edge of talks between Italy and the European
Commission on state support for weak Italian
lenders said Rome now saw the possibility of
state intervention as a last resort. “It is only a
contingency plan ... Rome is doing everything
it can to avoid tapping public money,” the
source said. Monte dei Paschi shares, which
have lost 76 percent this year, ended down
8.4 percent on Monday. — Reuters

Italy’s pension funds 
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SAN FRANCISCO: With the Yahoo-Verizon
deal Monday, AOL chief Tim Armstrong has
re-emerged as a figure who may be key in
the effort to shape a new internet strategy.
Armstrong, who remained head of AOL
when it was acquired last year by Verizon, is
now set to inherit another faded internet
star. In the statement announcing the $4.8
billion acquisition of Yahoo’s core internet
assets, Verizon said the online operations
would be “integrated with AOL.”

Armstrong said in the statement, “Our
mission at AOL is to build brands people
love, and we will continue to invest in and
grow them.” The tall, chisled-featured 44-
year-old has steered AOL since 2009 - first
when it was part of the Time Warner con-
glomerate, then as an independent compa-
ny, and since last year under Verizon.
Armstrong comes from a marketing back-
ground, studying economics and sociology
at Connecticut College and co-founding a
newspaper in Boston.

Yahoo’s chief executive Marissa Mayer
was an engineer, with a master’s degree in
computer science from Stanford. But they
have crossed paths before. Both were early
employees at Google. He joined Google in
2000, a year after Mayer, and helped devel-
op the AdSense platform that has been
hugely lucrative for the search giant.

Armstrong is considered one of the first
executives to see a future for “programmat-
ic” online advertising, which uses software
and algorithms to learn about users and
deliver relevant marketing messages.

At AOL, Armstrong had the task of try-
ing to revive a company that had been the
leading online service provider but was
sinking fast. His “Project Everest” strategy
reorganized AOL and helped focus on digi-
tal media, investing in the Huffington Post
and other news sites, while strengthening
its ad-tech services. After Verizon bought
AOL for $4.4 billion, the telecom giant kept
Armstrong as the head of a semi-
autonomous unit.  While he has been
praised for his business and marketing acu-
men, there have also been some ruffled
feathers.

In 2013, Armstrong was holding a meet-
ing of AOL’s Patch hyperlocal news opera-
tions when he became unnerved by an
employee using a camera. His words
caught on tape-”Abel, you’re fired. Out”-
sent shock waves through the company
and were circulated online. He was also
criticized for making comments about “dis-
tressed babies” who raised healthcare costs
for the company-even though executives
were not supposed to have private details
about employees’ medical matters. — AFP 

Armstrong re-emerges as 
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NEW YORK: A view of Verizon Plaza outside the Verizon headquarters building in
New York City. — AFP 

KUWAIT: Georges Elhedery
has been appointed Chief
Executive Officer for HSBC’s
Middle East and North Africa
(MENA) region and will join
the Board of HSBC Bank
Middle East Limited (HBME),
as Deputy Chairman, with
immediate effect, subject to
relevant regulatory
approvals. Elhedery joined
HSBC in 2005, where he was Global Head
of Structured Rates, then Global Deputy

Head of Rates in Global
Markets. He subsequently
moved to Dubai in 2010, ini-
tially as Head of Global
Markets, MENA, then as
Head of Markets and Capital
Financing, MENA, before
taking on his current role as
Head of Global Banking and
Markets, MENA, in June
2014. Previously, Elhedery

worked for Goldman Sachs in London,
and Banque Paribas in Tokyo.
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