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LONDON/ZURICH: The leap in assets at
Credit Suisse’s private bank to a record high
this year has been aided by a key plank of the
bank’s new strategy: lending money to the
world’s ultra-wealthy.  Switzerland’s second-
biggest bank is trying to lure more rich cus-
tomers by helping them fund their businesses
and lifestyles, with shipping, aviation and real
estate loans a central focus. The company has
moved lending in those areas from its corpo-
rate bank to its wealth management unit, or
private bank, over the past two years; the
switch is one way in which Chief Executive
Tidjane Thiam aims to deliver on his overarch-
ing strategy of driving group growth by
expanding wealth management.

It is also one reason why Credit Suisse’s
private bank is growing faster than that of its
Swiss rival UBS, the world’s largest wealth
manager, in terms of revenue and attracting
new money. Moving the financing from its cor-
porate to private bank means that, in those
sectors, Credit Suisse will now be primarily
lending to affluent individuals - clients whose
personal wealth it helps manage. But there are
risks with such exposure. Shipping finance in
particular can be a perilous proposition due to
doubts over the current profitability of many
companies in the industry and whether lenders

can make sufficient returns on investments.  
Credit Suisse - bucking a trend of banks

retreating from shipping - believes it can
reduce its vulnerability by lending to the high-
net worth individuals who control firms, often
millionaire or billionaire tycoons, according to
finance experts. The tactic nevertheless repre-
sents a calculated gamble, they said, because
these people’s personal wealth are often linked
to the fortunes of the industry. “From the
bank’s point of view, the deposits and private
wealth product is the juice; the value to the
bank has to be strong enough in order to con-
sider making risky loans,” said Basil Karatzas
of New York based shipping finance advisory
firm Karatzas Marine Advisors & Co. 

Credit Suisse declined to give details about
its loan exposure in shipping, aviation and
property, but finance sources estimated Credit
Suisse’s exposure in shipping alone was at
least $12 billion. Credit Suisse’s total net pri-
vate banking loans totalled about 110 billion
Swiss francs ($110 billion) at the end of the
third quarter. The bank declined to comment
on the shipping loans figure.  Asked about the
financing switch to the private bank and the
associated risks, a Credit Suisse spokeswoman
said such lending was part of its overall wealth
platform and that the bank considers “fran-

chise value when engaging holistically with
wealth management clients”.

A source familiar with the matter said
Credit Suisse had not seen any significant loss-
es on shipping loans and that such lending
gave it a foot in the door to bank for wealthy
families, which run major shipping companies. 

Shipping magnates
Many banks, facing capital pressure from

regulators, are retreating from shipping
because of the risks associated with a sector
that has struggled with a near decade-long
slump caused by too many vessels ordered
and weaker demand. Lloyds became one of the
first lenders to pull out of shipping finance,
while fellow British bank Royal Bank of
Scotland is in the process of exiting. Others
such as Germany’s Commerzbank and Bank of
Ireland are winding down their remaining
exposures. Finance sources estimate the sector
has a capital shortfall of $30 billion this year. 

Finance experts say Credit Suisse’s new
tack of lending via its private bank has helped
it make significant in-roads with Greek ship-
ping magnates - among the richest in the
industry - in the past year, capitalising on
RBS’s exit from Greece. Leading Greek ship-
ping tycoon John Angelicoussis is among those
that Credit Suisse has helped finance, Thomson
Reuters LPC data shows. “Presently, Credit
Suisse seems to be shedding off part of the
smaller (ship) owner portfolio and those who
are not top tier names with top tier deposits,”
said Karatzas. “There is a focus away from the
transactional aspect of business towards the
relationship-driven business that lowers costs
and risks but also builds up on the bank’s tra-
ditional core strengths.” — Reuters

Gulf Insurance Group posts
a net profit of KD 8 million

GWP up 61.5% to reach KD 246.6m for 9 months of 2017
KUWAIT: Gulf Insurance Group (gig) announced a net
profit of KD 8 million ($26.6 million), or 44.86 fils per
share, for the first nine months of 2017. This is down 24
percent from the KD 10.56 million ($35 million) recorded
for the same period last year. This decrease is due to the
group’s share of results from its subsidiaries. 

Shareholder equity reached KD 82.4 million ($272.9
million) as at September 30, 2017, compared to KD 82.3
million ($272.6 million) as at December 31, 2016. 

Book value per share reached 460 fi ls as at
September 30, 2017. Gross written premium reached KD
246.6 million ($816.5 million), with an increase of 61.5

percent compared to the KD 152.7 million ($505.6 mil-
lion) made during the same period last year. Net invest-
ment income and sundry income increased to reach KD
10.6 million ($34.96 million) compared to KD 8.1 million
($26.9 million) for the same period last year, an increase
of 30 percent.

Net technical reserves rose from KD 106.4 million
($352.4 million) on December 31, 2016, to KD 144.3 mil-
lion ($477.98 million) as at September 30, 2017. This
increase represents a growth of 35.6 percent and it sup-
ports the company’s technical operations and protects
policyholders’ rights, thereby strengthening gig’s ability

to withstand emergencies and risks that
may rise in the future.

Total assets reached KD 542.7 million
($1.8 billion) as at September 30, 2017, an
increase of KD 166.8 million ($552.4 million)
or 44.4 percent from December 31, 2016. 

Khaled Al-Hasan, gig’s CEO, said: “Our
results for the first nine months of 2017
reflect the growth we have achieved. This is
also a strong indication of the Group’s abili-
ty to protect its assets and shareholders’
equity. It is also in line with our constant

strive to provide the best insurance servic-
es to our clients across all markets we
operate in, supported by our strategy for
regional expansion and increasing our
domestic and regional market share.” He
added: “We thank our clients for these
achievements, as well as the support of our
shareholders, namely KIPCO - Kuwait
Projects Company (Holding) - and Fairfax
Middle East Ltd. I would also l ike to
express my sincere appreciation to our
dedicated employees for their efforts.” 

WASHINGTON/LONDON: The Republican
tax bill unveiled last week in the US
Congress could disrupt the global supply
chains of large, multinational companies by
slapping a 20-percent tax on cross-border
transactions they routinely make between
related business units. 

European multinationals, some of which
currently pay little US tax on US profits
thanks to tax treaties and diversion of US
earnings to their home countries or other
low-tax jurisdictions, could be especially
hard hit if the proposed tax becomes law,
according to some tax experts.

Others said the proposal could run afoul
of international tax treaties, the World Trade
Organization and other global standards
that forbid the double taxation of profits if
the new tax did not account for income tax-
es paid in other countries. The proposed
tax, tucked deep in the 429-page bill backed
by President Donald Trump, caught corpo-
rate tax strategists by surprise and sent
them scrambling to understand its dynamics
and goals, as well as whether Congress is
likely ever to vote on it.

Reuters contacted seven multinational
companies and four industry groups. None

would comment directly on the proposal,
with most saying they were still studying the
entire tax package. The proposal is part of a
broad tax reform bill unveiled by House of
Representatives Republicans on Thursday,
which promises to lower overall tax burdens
and simplify the tax code. Whether the pro-
posed reforms ever become law is uncertain,
with weeks and possibly months of debate
and intense lobbying still ahead. The House
package overall has drawn criticism for
adding too much to the federal budget
deficit and too heavily favoring the rich and
big business.

However, the corporate tax part, experts
said, included some ambitious proposals
worthy of further discussion. They said the
20 percent excise tax is one such proposal
targeting the abuses of so-called transfer-
pricing where multinationals themselves set
prices of goods, services and intellectual
property rights that constantly move
between their national business units. Under
global standards, those prices should
resemble those available on the open mar-
ket. However, if a foreign parent charges US
affiliates inflated price, it can reduce its US
tax bill and effectively shift profits to a low-

er-tax country, reducing the entire corpora-
tion’s overall tax costs. “Clearly there’s a
transfer-pricing issue and something should
be done,” said Steven Rosenthal, senior fel-
low at the Tax Policy Center, a nonpartisan
Washington think tank. “I would view this
20-percent excise tax as a blunt instrument
to address the problem. And the problem
with blunt instruments is sometimes they hit
what you want to hit, and sometimes they hit
what you don’t want to hit,” said Rosenthal,
former legislation counsel at Congress’s
Joint Tax Committee.

Under the proposal, US business
units that import products, pay royalties
or other tax-deductible, non-interest
fees to foreign parents or affiliates in the
course of doing business would either
pay a 20-percent tax on these or agree
to treat the amounts as income connect-
ed to their US business and subject to
US taxes. As proposed, the new tax rule
would apply only to businesses with
payments from US units to foreign affili-
ates exceeding $100 million. The rule
would not take effect until after 2018.

European companies that sell for-
eign-made products into the US market
through local distribution units could be
among those most affected, said Michael
Mundaca, co-director of the national tax
department at the accounting firm Ernst &
Young. Such companies could end up pay-
ing tax on the transfers twice - first if they
paid the excise tax in the United States and
then at home where they are taxed now
and where the new US tax would not be

accounted for without changes to bilateral
tax treaties. “That would be a structure
that would at least initially be hit by the full
force” of the excise tax, said Mundaca, a
former US Treasury Department assistant
secretary for tax policy. 

He said European officials would be reg-
istering concern. “I am sure they are making
calls right now to their counterparts in the
US Treasury looking for some explanation
... and making the point that this might be
contrary to treaty obligations.”

Gavin Ekins, an economist at the Tax
Foundation, a conservative think tank, pre-
dicted that most multinationals would opt to
avoid the excise tax by electing to pay US
corporate tax on all the profits related to
products sold in the United States. Those
include profits on activities conducted over-
seas, like manufacturing or research, which
are also subject to foreign income taxes.

The US corporate tax rate on those prof-

its would drop to 20 percent from 35 per-
cent if the House bill becomes law. The
promise of additional revenue and hopes
that the new tax may entice multinationals
to locate more production and jobs in the
United States, may well outweigh interna-
tional concerns. The entire Republican tax
package is projected to add $1.5 trillion
over 10 years to the $20 trillion federal debt
and the planned excise tax is among sources
of new revenue needed to avoid an even
bigger shortfall. It is expected to bring

about $155 billion over 10 years,
according to a summary of the
Republican proposal distributed
last week.

Still, as the tax debate heats up,
foreign multinationals are likely to
lobby hard against it, with domes-
tic corporations linked to foreign
affiliates possibly concerned as
well. There is also uncertainty how
the new rules would work in prac-
tice. It was unclear, for example,
from the bill’s language how com-
panies should calculate income
“effectively connected” to their

US business, Tax Foundation’s Ekins said.
“You don’t know what profit is included
when you choose ‘effectively connected
income’ and don’t know the formula,” he
said. “Is it just for that product line? All the
income that comes in from every other com-
pany or from every other source?” The
House tax committee was scheduled to
begin considering amendments to the
Republican tax bill yesterday. — Reuters 
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Malabar Gold & Diamonds raffle draw

KUWAIT: The raffle draw winner of ‘Win up to 100 kilos of Gold’
campaign, Merin Abraham receiving the prize of 1/4 kg of gold
from Afsal Khan, Zonal Head, Malabar Gold and Diamonds, in
the presence of officials from Malabar Gold and Diamonds. 

KUWAIT: The raffle draw winner of ‘Win up to 100 kilos of Gold’
campaign, Manoj Kumar V receiving the prize 1/4 KG gold from
Afsal Khan, Zonal Head, Malabar Gold & Diamonds, in the pres-
ence of officials from Malabar Gold & Diamonds.

India cracks
open Iran sea
route to 
Afghanistan, 
bypassing rival 

NEW DELHI: India is in talks with Iran to begin
interim operations at a port in southeast Iran,
officials say, proceeding cautiously on develop-
ing the facility at a time when the Trump admin-
istration has laid an aggressive new approach
toward Tehran. India has committed $500 mil-
lion to the Chabahar port that it is building as a
way to bypass rival Pakistan and crack open a
trade and transport route to landlocked
Afghanistan, as well as the resource-rich coun-
tries of central Asia.

New Delhi plans to send seven shipments of
wheat to Afghanistan through Chabahar by the
end of January. A first shipment arrived last
week from India’s western Kandla port, after
years of political wrangling with Pakistan, gov-
ernment officials in New Delhi and Kabul said.
The wheat will be trucked from Chabahar to
western Afghanistan.

India is expanding its economic diplomacy in
Afghanistan, seeing itself as a regional power.
But Pakistan says India is trying to use
Afghanistan as a base to destabilise Pakistan,
and has long blocked India from conducting
bilateral trade with Afghanistan using its territo-
ry as transit. The shipments are meant to demon-
strate the route’s viability, officials said, and the
plan is to broaden the cargo flow before the port

is fully operational by the end of next year.
“Things are moving quite well and as planned,”
Saurabh Kumar, Indian ambassador to Iran, said
in an email. So far, the United States, keen for
India to do more to help stabilise Afghanistan
through economic and security assistance, has
held off public criticism of renewed Indian
efforts to develop the Iranian corridor.

India’s ties with Iran came up during US
Secretary of State Rex Tillerson’s talks in New
Delhi last month, and the top US diplomat said
America would not stand in the way of projects
that help the Iranian people. But he warned that
the administration would crack down on finan-
cial benefits accruing to the Iranian
Revolutionary Guard, the country’s most power-
ful security entity, blamed for fuelling regional
proxy wars.

Gatewey
India has framed its involvement in

Chabahar’s development as primarily about
establishing a gateway to Afghanistan, more
than Iran itself, Indian officials and a Western
diplomatic source said. Washington has not
intervened directly in the port’s development,
but, previously, India drastically cut back its oil
imports from Iran, one of its main suppliers, in
the face of international sanctions on Tehran for
its suspected nuclear programme.

“In general, I get the impression that conser-
vative analysts in (Washington) DC have
accepted the fact that India will maintain some
form of relationship with Iran,” said Jeff Smith, a
south Asia expert at The Heritage Foundation in
Washington. “They recognize that for India, Iran
is more about a transport corridor to
Afghanistan; that it has no interest in advancing
Iran’s agenda in the Middle East; and that what-
ever space India evacuates there will be filled
by China.” An Indian government source said
India Global Ports Ltd (IGPL), a company set up
by the government to lead the Chabahar proj-
ect, had held talks with Iranian authorities to
begin interim operations. — Reuters

AMRITSAR: Indian costumers buy jaggery at a road side food cart in Amritsar
yesterday. — AFP
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