
Trump trade threat looms large 
as Merkel heads to China 1412 13

Business
Established 1961 

TUESDAY, MAY 22, 2018

DAE signs landmark financing loan 
facility with ABK, FAB and Noor Bank

Toyota Corolla adds a new feather to 
its cap, bags ‘Best Small Sedan’ award

NANTONG: A worker using a crane to lift a roll of steel at a shipyard in Nantong in China’s eastern Jiangsu province. Washington and Beijing have agreed to abandon any trade war and back off from imposing tariffs on
each other. —AFP

Moody’s revises Gulf 
Bank’s outlook to 
‘Positive’ from ‘Stable’
KUWAIT: Moody’s Investors Service, the interna-
tional credit rating agency, has just announced the
change of Gulf Bank’s outlook to “Positive” from
“Stable” and affirmed the Bank’s long-term ratings
at A3. The Rating action is driven by the improve-
ment in Gulf Bank’s asset quality and profitability
over the next 12-18 months and potentially lower
through-the-cycle portfolio losses resulting from
reduced loan concentration to single borrower and
more volatile sectors, along with improvements in
the Bank’s underwriting standards over years, said
Moody’s in their recently published press release. 

The positive outlook reflects Moody’s expecta-
tion of further improvement in the bank’s asset
quality, with low problem loan levels in line with
the Kuwaiti banking sector average, and strong
provisioning coverage. This expectation is sup-
ported by the rating agency’s expectation for a rel-
atively benign operating environment in Kuwait
over the next 12-18 months, supporting low new
problem loan formation.

Commenting on Moody’s  credit  rat ing
announcement, Dalal Al-Dousari, Gulf Bank’s Head
of Investor Relations said: “Gulf Bank continues to
achieve international recognition for the sustained

improvement in  i ts
assets quality. We are
proud to witness Gulf
Bank’s revised outlook
from “Stable” to
“Positive” and affirma-
tion of its A3 rating by
Moody’s . With th is
recent credit opinion,
Gulf Bank is now rated
“A” by all four leading
credit rating agencies
with two positive out-
looks”. “The upgrade is
an affirmation of Gulf
Bank’s  sustained
improvement in loan asset quality and profitability,
solid capital and sound liquidity position,” added
Al-Dousari. 

Gulf Bank continues to be well recognized in
terms of  i ts  credit  worthiness and f inancia l
strength internationally. In addition to Moody’s
recent upgrade, S&P Global Ratings last year
revised their outlook on the Bank to “Positive”
from “Stable” and affirmed its issuer credit rating
at “A-” in June 2017. Similarly, Fitch Ratings has
upgraded Gulf Bank’s viability rating from “bb” to
“bb+” and affirmed the bank’s Long-Term Issuer
Default Rating at ‘A+’ with a “Stable” Outlook.
Capital Intelligence on the other hand recently
upgraded the Bank’s rating to “A-” from “BBB+”
with a “Stable” outlook. 

WASHINGTON: US President Donald Trump yesterday said
China had pledged to buy “massive amounts” of American
agricultural products but gave no other details about
planned commitments from Beijing following US-China trade
talks last week.

“Fair Trade, plus, with China will happen!” Trump wrote in a
series of posts on Twitter that came a day after US Treasury
Secretary Steven Mnuchin said a trade war between the
world’s largest economies was “on hold.” 

“China has agreed to buy massive amounts of ADDITION-
AL Farm/Agricultural Products - would be one of the best
things to happen to our farmers in many years!” Trump wrote.
“On China, Barriers and Tariffs to come down for first time,” he
added. Trump offered no specifics about what steps US and
Chinese officials had agreed to after talks on Thursday and
Friday in Washington. The negotiations followed earlier meet-
ings in Beijing aimed at diffusing the trade spat spurred by the
Trump administration’s threat to slap tariffs on Chinese goods,
and a counterproposal by China to levy US products.

Over the weekend, Beijing and Washington pledged to
keep talking about how China could import more energy
and agricultural commodities from the United States to nar-
row the $335 billion annual US goods and services trade
deficit with China. 

Meanwhile, US Commerce Secretary Wilbur Ross will trav-
el to China next week to help finalize a trade agreement after

Washington and Beijing reached an initial framework last
week, US Treasury Secretary Steven Mnuchin said yesterday.
“Secretary Ross has to go over and turn that into a signed
piece of paper with companies,” Mnuchin told reporters at the
White House. “This is not a government-to-government pur-
chase order, but we have an agreement with them as to what
will be executed.”

China relieved
China yesterday praised a sig-

nificant dialing back of trade ten-
sion with the United States, with
the government saying agreement
was in the interests of both coun-
tries while state media trumpeted
what it saw as China’s refusal to
surrender.

The cooling of tension elicited
mixed reactions from US business
leaders dealing with China, with some happy to see the
prospect of damaging tariffs fade, while others said it would be
difficult for Washington to rebuild momentum to address what
they see as troubling Chinese policies. A trade war was “on
hold” after the world’s largest economies agreed to drop their
tariff threats while they work on a wider trade agreement, US
Treasury Secretary Steven Mnuchin said on Sunday.

The previous day, Beijing and Washington said they would
keep talking about measures under which China would import
more energy and agricultural commodities from the United
States to narrow the $335 billion annual US goods and servic-
es trade deficit with China.

Speaking at a daily briefing, Chinese foreign ministry
spokesman Lu Kang said both
countries had clearly recognized
that the reaching of a consensus
was good for all.

“China has never hoped for
any tensions between China and
the United States, in the trade or
other arenas,” Lu said. But
Chinese media was also quick to
point out how the country had
successfully defended its inter-
ests. Mei Xinyu, a commerce min-
istry researcher, wrote on the

WeChat account of the overseas edition of the ruling
Communist Party’s official People’s Daily that the agreement
preserved

China’s right to develop its economy as it sees fit, including
moving up the value chain. The deal also focused on China’s
“positive position” to increase imports rather than a “negative
position” of getting it to cut exports, Mei said.

‘quiet glee’
The official China Daily said everyone could heave a sigh

of relief at the ratcheting down of the rhetoric, and cited
China’s chief negotiator, Vice Premier Liu He, as saying the
talks had proved to be “positive, pragmatic, constructive
and productive”. “Despite all the pressure, China didn’t
‘fold’, as US

President Donald Trump observed. Instead, it stood firm
and continually expressed its willingness to talk,” the
English-language newspaper said in an editorial.

“That the US finally shared this willingness, means the
two sides have successfully averted the head-on confronta-
tion that at one point seemed inevitable”, it said. During an
initial round of talks this month in Beijing, the United States
demanded that China reduce its trade surplus by $200 bil-
lion. No dollar figure was cited in the countries’ joint state-
ment on Saturday.  

Some in US business groups who had been pushing for
tougher measures to pressure China to ease long-stand-
ing market barriers on US companies expressed disap-
pointment. James Zimmerman, a Beijing-based lawyer and
a former chairman of the American Chamber of
Commerce in China, said the Trump administration’s move
to walk back its threatened trade actions was premature,
and a “lost opportunity” for American companies, workers
and consumers. —Agencies
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Hedge funds exit 
crude oil but stay
bullish on fuels
LONDON: For all the bullish commentary about oil
prices at the moment, hedge fund managers have
continued to take profits after the recent rally and
are trimming their net long positions rather than
adding to them. Focusing on what people do rather
than what they say is one of the most important
lessons for any good analyst (actions always speak
louder than words).

Hedge funds and other money managers cut
their net long position in the six most important
petroleum futures and options contracts by 16 mil-
lion barrels in the week to May 15. Fund managers
have cut their net long position in the petroleum
complex in each of the last four weeks by a total of
71 million barrels, according to records published
by regulators and exchanges.

Liquidation has been concentrated in crude oil,
where the net long position in Brent and WTI has
been reduced by a total of 124 million barrels over
the last four weeks. Net long positions in Brent
have fallen by 84 million barrels over five consecu-
tive weeks, while net length in NYMEX and ICE
WTI has dropped by 53 million over four weeks.

But, while portfolio managers have been reduc-
ing their bullish exposure to crude, they have been
boosting their net long positions in refined fuels.
Net length in refined fuels has risen by 53 million
barrels since the middle of April, with increases in

US gasoline (+26 million barrels), U.S. heating oil
(+24 million) and European gasoil (+2 million).
Portfolio managers have accumulated record net
positions of 124 million barrels in US gasoline and
160 million barrels in European gasoil, as well as a
near-record 86 million barrels in US heating oil.

The rotation of positions from crude to fuels
reflects strong consumer demand and shrinking
inventories of products, coupled with profit-taking
in crude oil after a strong rally since the end of
June 2017. 

The rotat ion away from crude also l ikely
explains the weakening of the nearby calendar
spreads in Brent in recent trading sessions.

The first three contract months nearest to expiry
account for more than 42 percent of all open con-
tracts in Brent futures and options, according to the
Intercontinental Exchange.

Assuming hedge fund positions are distributed in
the same proportion, then the liquidation of hedge
fund positions will have been concentrated in near-
by months. In fact, hedge funds tend to focus dis-
proportionately on nearby contracts, where liquidi-
ty and turnover is greatest, so the impact of hedge
fund selling on nearby months will have been mag-
nified. Momentum-following funds are especially
likely to focus on nearby contract months because
of the greater liquidity.

As hedge funds accumulated a record long posi-
tion in Brent and WTI between June 2017 and the
first three months of 2018, the concentration of
buying nearby helped push futures prices deeper
into backwardation. But as fund managers trim
those positions, it has removed much of the support
for nearby prices, and caused the backwardation to
narrow sharply. —Reuters


