
The GCC banking is in a very 
strong spot, says Al-Fulaij 1412 13

Business
Established 1961 

THURSDAY, MAY 24, 2018

Foxconn unit to raise 
$4.2bn in China IPO

Az-ZAD signs distribution deal
with Egyptian Group Americana

ISTANBUL: People pass next to a board displaying US dollars and euros exchange rates in Turkish liras yesterday in Istanbul. —AFP

IMF urges Saudi to 
contain spending 
as deficit widens
DUBAI: The International Monetary Fund has called on
Saudi Arabia to keep public spending under control, even
as a partial recovery of oil prices helps the economy
emerge from recession. The lender called on the world’s
top oil exporter to continue “bold structural changes”
but to “resist the temptation to re-expand government
spending in line with higher oil prices”, in a statement
late on Tuesday. 

Saudi Arabia has embarked on an ambitious reform
drive, known as Vision 2030, as it seeks to reduce depend-
ence on oil, diversify its income streams and modernize the
economy. But figures released by the finance ministry last
week show spending soared 18 percent to $53.5 billion in
the first quarter of this year, outstripping a 15 percent
increase in revenues, which hit $44.3 billion.

This created a quarterly budget shortfall of $9.2 billion,
up 31 percent on the first three months of 2017. Despite the
rising deficit, the IMF also congratulated the Kingdom for
measures designed to boost non-oil revenues, in the wake
of the 2014 crash in crude prices. 

“Saudi Arabia is making good progress in implementing
its ambitious reform program,” the Fund said, at the end of
a visit to the country.  Bolstering the national purse, the
government has hiked local fuel and electricity prices,
levied heavy charges on expatriate families and introduced
a value-added tax (VAT) at the start of this year. “The VAT
is a milestone achievement in strengthening the tax culture
and tax administration of the country,” said the IMF, while
adding “further gradual energy price increases should con-
tinue” for local consumers. —AFP

ISTANBUL: Turkish business is feeling the pain of the dra-
matic slump in the lira, with many firms squeezed by higher
rents and import bills and consumers holding back on
spending in the hope the currency will rebound.

The embattled lira yesterday lost over 3.5 percent in val-
ue to hit new historic lows against the US dollar,  as markets
watched to see if the central bank will take emergency
action to  buttress the currency. Following sharp losses on
Tuesday, the lira continued to underperform all other
emerging market currencies, after suffering a hammering in
Asian trade overnight when Japanese investors sold Turkish
assets. It lost 3.6 percent against the dollar to trade at 4.84,
only slightly paring losses after earlier for the first time ever
testing the 5.0 ceiling by hitting 4.92 lira to the dollar.  The
currency has lost a fifth of its value this year, fuelling
Turkey’s double-digit inflation and hitting many store-hold-
ers who pay their rent in dollars.  In Istanbul’s Cevahir Mall,
which sells a mix of high end and affordable clothing and
electronic goods, retailers said their businesses, which run
mainly with dollar-denominated overheads, were suffering.

Nedim Soy, owner of a franchise for the Turkish white
goods producer Vestel, said the weak lira had pushed up
costs, much of which were priced in foreign currency. “Every

month, there is a price increase of 4-5 percent due to the
instability in the exchange rate,” he said. Soy was one of nine
retailers in large and medium-sized firms who spoke to
Reuters in the mall whose goods are both locally made and
imported. The mall was quiet at
mid-morning during a visit this
week. Several of them, pointing
to largely empty halls, said sales
were down and customers, hit by
higher exchange rates, were
unable to afford price increases.

Some shoppers in the mall said
they were tired of the rapidly
increasing prices in dollar-based
goods, especially in technology
products where Turkey is almost
completely reliant on imports.

“During these times, as con-
sumers, we stay away from dollar-based products,” said
Mutlu, a portfolio manager.  Speaking outside the mall, he
said he was holding off buying expensive foreign products
until the lira stabilized. 

“I’m waiting for the election and after,” he said.

President Tayyip Erdogan sparked a selloff in the already
weakening lira last week when he said he planned to take
greater control of the economy after next month’s election,
deepening concerns about his influence on monetary poli-

cy. The lira’s losses, which have
eroded the purchasing power
of ordinary Turks, could bode ill
for his chances in the June 24
parliamentary and presidential
elections.

The Turkish Statistical Institute
said yesterday that consumer
confidence had fallen in May to its
lowest level this year. Its confi-
dence index hit 69.9 points this
month, from 71.9 points in April.
Anything below 100 reflects a
pessimistic outlook.

‘Arab Spring’
An association of Turkish retailers called on the gov-

ernment in November to grant tax breaks after their
profits and growth was hit by the weak lira, saying that

several large retailers had scaled back expansion plans
last year.  The slide in the lira accelerated yesterday as
it slipped 5 percent to a record low of 4.929 to the
dollar, driven by a lack of trust in the central bank’s
ability to rein in inflation. Erdogan, a self-described
“enemy of interest rates”, has called repeatedly for
rates to be lowered.

Bilal Sayan, deputy manager at clothing retailer Sarar,
said his store was having problems meeting its dollar-
denominated rent - the biggest problem facing mid-size
companies now in Turkey. The number of local Turkish
customers had also fallen steeply, leaving businesses
increasingly reliant on tourists benefiting from the
exchange rate, he said.

In 15 years of rule, Erdogan and his AK Party have
encouraged the building of malls around Turkey, driving
economic expansion through construction and retail
growth.  Istanbul evolved into a travel destination for
shopping, especially for tourists from the Middle East, who
now offer one of the glimmers of hope for Turkish busi-
nesses. “We’re experiencing an Arab spring. Unfortunately,
that’s the life we’re living,” department store employee
Tolga said. —Agencies

Turkish lira ‘in freefall’, eyes on CB
Slump in lira squeezes Istanbul businesses

Erdogan remarks
on economy
sparked lira 

sell-off

Mobile payment firms 
struggle to dethrone 
cash in Southeast Asia
SINGAPORE/HANOI: Bui Mai Phuong is an avid online
shopper, ordering anything from clothing to personal-care
products from her smartphone. But she prefers to pay with
cash.  She is among hundreds of millions of people whom
firms such as Softbank Group-backed Grab and China’s
Tencent want to win over as they try to tap into Southeast
Asia’s burgeoning internet sector.

More than 70 percent of the region’s 600 million-plus
people do not use banks - higher than the global average
of about 30 percent - and e-commerce is projected to hit
$88 billion by 2025. But convincing consumers like
Phuong, who lives in Hanoi, could be tricky. “I have never
tried using mobile payments because I don’t know how to
use it and it seems a bit complicated to use,” said Phuong,
36, a manager at a construction material supplier in
Vietnam.

Mobile payments are ubiquitous in China; a consumer
can spend a day without using cash at all in Beijing or
Shanghai, and even some beggars accept mobile pay-
ments. But cash remains king in Southeast Asia. Hard cur-
rency, paid on delivery, accounted for 44 percent of total
e-commerce transactions last year and is likely to remain
the most popular payment option for at least the next three
years, according to data by research firm IDC.

“The biggest challenge for users and merchants to
adopt cashless is the fact that cash remains ubiquitous,
easy to use and inexpensive,” said ride-hailing firm Grab,
which has ventured into e-wallets. And the mobile payment
marketplace in Southeast Asia remains wide open, with no
dominant players. Indonesia’s ride-hailing firm Go-Jek’s
Go-Pay, Singapore-based Grab’s GrabPay, Japan’s mes-

saging app Line’s Line Pay, Momo e-wallet owner
M_Service in Vietnam and Voyager Innovations, which
operates Paymaya in the Philippines, have all entered the
fray. The gaming company Razer Inc has also indicated it is
eager to play a role.

Cash on delivery costs e-commerce businesses more
than other payment methods, said Alibaba Group Holding-
backed e-retailer Lazada Group.

For example, sometimes a customer does not have
enough cash on hand, or is not home to pay for the deliv-
ery. In those cases, the product must be sent back to the
seller, adding logistical costs, Lazada said. Mobile pay-
ments address some of those problems. They can also ben-
efit buyers by keeping payment in escrow and releasing it
only on delivery.

But it can be difficult to persuade users to switch from
cash when they earn about $200 on average a month in
economies like Vietnam and Indonesia, according to eco-
nomic data provider CEIC. “To break habits of using cash,
Grab is creating more daily use cases for cashless payment
- commuting, food delivery, paying at food and retail stalls
- to drive more usage of the GrabPay e-wallet,” Grab said
in an email. Mobile payment companies bet they can trans-
form their platforms into financial supermarkets, offering
everything from loans to insurance on top of payment
options.

Slow going 
At the moment, usage is spotty. E-wallets will account

for 16 percent of total e-commerce transactions in
Southeast Asia by 2021, up from last year’s 9 percent,
according to IDC. In countries like Vietnam, where the
informal economy has long been a key part of the social
fabric, many consumers do not bother to get a bank
account.

Some want to stay under the taxman’s radar or, like
Quang Thi Si, simply do not see the need for a bank. Si, a
48-year-old scrap collector near Ho Chi Minh City, said
her business is all cash. “Sometimes I need to send money
to my relatives at home, and I often send in cash through

my friends,” she said. “I don’t think I will have a bank
account in the future because I don’t think I need it.”  But
Si does have a smartphone. More than 90 percent of
Southeast Asia’s internet access comes through mobile
devices, according to a Google-Temasek study.

Even so, in countries like the Philippines, which is
known for having some of the slowest Internet speeds in
Asia-Pacific, connectivity is a major hurdle for digital pay-
ments to clear.

‘Late to the party’ 
Such challenges are likely to pose a setback to Ant

Financial and Tencent, which are looking outside China for
growth. Ant, which has 600 million customers and aims to
reach 2 billion worldwide in the next decade, has stepped
up investments in the region, including a stake in Thai
financial technology firm Ascend Money.

But its services are largely limited to Chinese tourists.
“Most of our customers are from China and they are usu-
ally very happy to know that we accept AliPay and
WeChat Pay. This makes them more willing to spend mon-
ey too,” said Daphne Tan, a staff member at a shop selling
durian-flavored coffee and snacks in Singapore’s
Chinatown.

Tencent plans to make its first foray outside China with
an e-payment license in Malaysia for local transactions.
The Chinese players are “kind of late to the party,” said
Michael Yeo, research manager for IDC. “By the time they
come in with a local version, if they do, the local players
will have a significant advantage,” said Yeo.

Razer, which said last month it would buy the remaining
stake in payments processor MOL Global that it did not
already own, also signed a deal with Singtel to link its e-
payments network with that of the telco.

Other recent deals in the sector include Go-Jek’s acqui-
sition of three financial technology businesses, while
Grab’s purchase of a handful of companies as well.

“It’s a highly fragmented market. Later on, there will be
acquisitions, there will be shutdowns, there will be mergers,”
IDC’s Yeo said. “The market will consolidate.” —Reuters


