
Quiet week ahead
of US Fed meeting
and UK elections
KUWAIT: Last week was a quiet one in FX
markets with lower volatility being the theme
ahead of the Thanksgiving Holiday.
Nevertheless, with the Federal Reserve hav-
ing its final policy meeting of 2019 in just two
weeks, Fed Chairman Jerome Powell signaled
that interest rates are unlikely to rise soon. He
continued saying that the Fed is “strongly
committed” to the 2% inflation goal. The Fed
considers a 2% inflation rate to be a sign of
sustainable growth and a level that maintains
interest rates high enough to allow for flexi-
bility in the event of an economic downturn. 

However, inflation has run well below that
level for 2019 despite three interest rate cuts
over the past four months. The futures market
is showing little support for a change in inter-
est rates in the US going well into 2020.
President Donald Trump said last week that
the United States and China are close to
agreement on the first phase of a trade deal.
The announcement came after top negotia-
tors from the two countries spoke by tele-
phone and agreed to keep working on the
remaining issues. “We’re in the final throes of
a very important deal, I guess you could say
one of the most important deals in trade ever.
It’s going very well but at the same time we
want to see it go well in Hong Kong,” Trump
told reporters at the White House. A comple-
tion of a “phase one” deal was expected in
November, but both trade experts and people
close to the White House said that it could
slide into the new year.

US GDP rises
The US economy has picked up in the

second half of the year, with data showing
that gross domestic product rose in the third
quarter by more than initially forecasted.
The second estimate of GDP from the
Bureau of Economic Analysis showed the
economy expanded at a 2.1% annualized
rate in the three months leading to
September 30, up from the initial estimate of
1.9% and an increase from the 2% clocked
in the second quarter. 

A higher estimate combined with a bigger
than expected rebound in durable goods
orders in October, could help relief some
concerns about the health of the US econo-
my. The positive data gave support to US
stocks, with the S&P 500 rising near its all-
time-highs. US new home sales dropped by
0.7% to a seasonally adjusted annual rate of
733,000 units in October. The median new
house price fel l  3.5% to $316,700 in
October from a year ago. Sales last month
were concentrated in the $200,000-
$400,000 price range.

US dollar and commodities
On the FX front, the dollar index traded in

a narrow range this week as the index opened
the week at 98.256 and reached a low of
98.174 before closing the week at 98.273. In
the commodities complex, oil prices dipped
last week after official data showed US crude
and gasoline stocks rose against expecta-
tions. Crude stockpiles swelled by 1.6 million
barrels last week as production hit a record

high of 12.9 million barrels per day (bpd) and
refinery runs slowed.

German data deteriorate 
German retail sales fell in October; data

showed on Friday, suggesting that private
consumption in Europe’s largest economy
took a pause for breath before the Christmas
shopping season. Retail sales in Germany
dropped by 1.9% on monthly basis, the
biggest drop since December of last year,
however retail sales rose by 0.8% on yearly
basis. Euro area annual inflation is expected
to be at 1.0% up from 0.7% in October as
per the flash estimate from Eurostat. A similar
story when it came to inflation. The inflation
rate in Germany as measured by the con-
sumer price index is expected to be 1.1% in
November 2019. Based on the results avail-
able so far, the Federal Statistical Office also
reports that the consumer prices are expect-
ed to decline by 0.8% on October 2019.

UK general elections 
As we get closer to the election date of

December 12th, polls and markets seem to
have favorite Boris Johnson’s party, the
conservative party, to get re-elected and
have control over the government. As such,
the Ster l ing levels  have jumped from
1.2845 to reach 1.2951 showing a more
re laxed v iew from markets  with  less
uncertainty on the outcome of the elec-
tions and the Brexit delivery. 

NEW YORK: Could it be the trade war?
What about next year’s US presidential
election? For famed investor Steve Eisman,
the cause of the next recession is up in the
air. “It’s too hard to predict at this point,”
said Eisman, who anticipated the 2008
financial crisis and served as the basis for
Steve Carell’s character in “The Big Short.”

“What happened in 2007, 2008, 2009
was a systemic crisis,” said Eisman, who
was one of the earliest investors to cor-
rectly read the subprime mortgage prob-
lem and invest accordingly. “Planet Earth
almost burned,” he said. “And that was
because of too much leverage in the banks,
and a very large asset class subprime that
blew up.”

“That risk doesn’t exist anymore.
Leverage in the US and in Europe is much
lower. The banks are better regulated.”
Eisman, a senior portfolio manager who
manages the Absolute Alpha fund at
Neuberger Berman, said a less severe cri-
sis was still possible in the near-term,
although such a slowdown is not a given.
“We’ll know more, maybe in six months,

whether a recession is on the horizon or
not, or whether it’s just continued slow
growth,” he said.

If a crisis hit, Eisman isn’t worried about
households, saying credit quality today is
“very good” in the United States, especial-
ly on the consumer side. “The biggest pain”
will be felt in the corporate bond markets,
in part because of post-crisis restrictions
on banks that will limit their ability to pro-
vide liquidity if the bond market comes
under pressure. Eisman criticized the easy-
money policies of central banks, saying
that “one hundred percent, it’s a mistake.”

Central bank misfires
He said the first round of US quantitative

easing in March 2009 succeeded in bring-
ing more liquidity to fixed income markets,
but there was less benefit to the overall
economy from subsequent rounds of stimu-
lus. “All that really happened, in my view, is
that the money went into the stock markets
and it gave companies liquidity to buy back
stock,” he said. “It makes rich people richer
because they own securities,” he said. “I

kind of nickname quantitative easing ‘mone-
tary policy for rich people.’”

Eisman, who prides himself on having
read the entirety of Thomas Piketty’s dense
economics tome, “Capital in the Twenty-
First Century,” attributes the debacle of
2008 to a concentration of wealth that
began in the 1980s. Inequality has wors-
ened, but “rather than deal with that prob-
lem head on, the policymakers consciously
or unconsciously decided that they would
democratize credit, meaning people who
before couldn’t get credit, would now get
credit,” Eisman said.

“To deal with that, leverage in the bank-
ing system had to go up a lot. At the end of
the day, I think that’s what caused the
financial crisis.” While consumer debt is
not as bad today, inequality “is one of the
reasons why growth is so slow,” because
rich people spend a far smaller percentage
of their income than those with less money,
he said. “If the distribution of income was
much more equal, people would be spend-
ing more and therefore the economy would
grow faster,” he said. — AFP 
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Cause of the next recession is up in the air

‘The Big Short’ investor says 
next crisis tough to predict

NEW YORK: Steve Eisman, one of the investors who spotted the subprime bubble that
caused the latest financial crisis is seen in his New York office. Eisman now works as a
portfolio manager at Neuberger Berman. — AFP 

NBK named 
‘The Bank of the
Year in Kuwait’
for 2019 
KUWAIT: National Bank of Kuwait
(NBK) has been named “The Bank of the
Year in Kuwait” for 2019 by the leading
and internationally-renowned Financial
Times magazine ‘The Banker’, in
acknowledgment of its exceptional per-
formance. The prestigious award high-
lights NBK’s well-established presence
among the global banking consortiums,
its strong financial position, robust asset
quality in addition to its innovative ini-
tiatives as well as banking solutions over
the past 12 months.

The award underpins NBK’s solid
business model, prudent as well as disci-
plined approach to risk management, in
addition to its highly recognized and
very stable management team. The
award was presented to Fawzi Al-Dajani,
NBK London General Manager, on
behalf of NBK at a glittering awarding

ceremony especially held in London for
the occasion and attended by host of
international and regional senior bankers
and executives.

Founded in 1926, The Banker is a
financial intelligence magazine, which
selects one winning bank for each of the
120 countries judges. Over 1,000 appli-
cations are collected and judges select
winning banks based on which ones
they believe have made the most
progress over the past 12 months. NBK
continues to enjoy collectively the high-
est ratings among all  banks in the
Middle East from three international
rating agencies Moody’s, Fitch Ratings,
and Standard and Poor’s. NBK was also
named among Global Finance’s list of
the 50 safest banks in the world for 14
consecutive times.

NBK has an extensive local and glob-
al presence. It has boosted its foothold
in a number of international hubs in
London, Paris, Geneva, New York,
Singapore, and China (Shanghai), in
addition to a number of MENA coun-
tries including Lebanon, Jordan, Iraq,
Egypt, Bahrain, Saudi Arabia, UAE and
Turkey. For more information on The
Banker magazine’s The Bank of the Year
in Kuwait for 2019, please visit:
https://www.thebanker.com/Awards

BRANDENBURG: Photo shows the entry hall to the Berlin-Brandenburg Willy-Brandt international Airport
in Schoenefeld, near Berlin. — AFP 

Berlin airport to
open in 2020 after
nine-year delay
BERLIN: Berlin’s new international airport is set
to open on October 31, 2020, its operating com-
pany said, after an embarrassing nine-year delay
owing to structural problems and corruption.
“The date is set,” said Engelbert Luetke-Daldrup,
chief executive of the Flughafen Berlin
Brandenburg (FBB) group.

“We still have 11 months of hard work ahead of
us,” he added during a press conference. If all goes
well, companies including low-cost carrier EasyJet
are to transfer their operations to the new site,
known by its international initials BER, on October
31, with a second wave of airlines to follow on
November 3-4. Mismanagement of the project in
the Brandenburg region that surrounds Berlin has

dented Germany’s pride in its engineering prowess
and reputation for honesty in business.

The airport was planned in the 1990s and con-
struction began in 2006. It was originally to open
in 2011 but the date has been repeatedly pushed
back over a series of issues, including fire safety.
In 2016, a former manager was jailed for accept-
ing a bribe. Meanwhile, the airport’s initial budget
of 1.7 billion euros ($1.9 billion) has swollen to
around 6.5 billion as the delay dragged on.
Brandenburg regional chief Dietmar Woidke
hailed Friday’s announcement, saying “this time
it’s going to work”.

Green leader Anton Hofreiter was more cau-
tious, saying: “The date announced is very ambi-
tious if you consider the problems that must still
be resolved.” The airport is intended to replace
Berlin’s two existing airports - Schoenefeld and
Tegel. But, in a referendum in 2017, Berliners vot-
ed to keep Tegel, arguing that with the growing
number of arrivals the new airport may already
be too small when it opens. Berlin officials
nonetheless maintain that BER will be at term the
capital’s only airport. — AFP 

Burgan Bank 
announces Yawmi
account winners  
KUWAIT: Burgan Bank announced yesterday the
names of the daily draw winners of its Yawmi
account draw, each taking home a cash-prize of
KD 5,000. The lucky winners are: Ibrahem Taher
Albaghli; Mubarak Mohammad Alsayer; Othman Ali
Al-Najdy; Saeed Abdulhafiz Alhaj and Galina
Anatolievna Mokharib.

In addition to the daily draw, Burgan Bank also
offers a Quarterly Draw with more chances to win
higher rewards, offering the chance to one lucky cus-
tomer to win KD 125,000 every three months. The
Yawmi Account offers Daily and Quarterly Draws,
wherein the Quarterly Draw requires customers to
maintain a minimum amount of KD 500 in their
account for two months prior to the draw date.
Additionally, every KD 10 in the account will entitle
customers to one chance of winning. If the account
balance is KD 500and above, the account holder will
be qualified for both the quarterly and daily draws. 

Burgan Bank encourages everyone to open a
Yawmi account and/or increase their deposit to
maximize their chances of becoming a winner. The
higher the level of the deposit, the higher the likeli-
hood to win. For more information on opening a
Yawmi account, the new quarterly draw or on any
of the bank’s products and services, customers are
urged to visit their nearest Burgan Bank branch, or
simply call the bank’s Call Center at 1804080.
Customers can also log on to Burgan Bank’s
www.burgan.com for further information. 

No clear flight plan for
Alitalia after rescue stalls
ROME: Efforts to save loss-making Alitalia have reached an
impasse after months of unsuccessful negotiations with poten-
tial buyers, leaving Italy’s government undecided on the next
move. The struggling carrier, which has been under special
administration since 2017 and continues to burn through cash,
is now at a standstill after a consortium of potential buyers
failed to make an offer, and with little hope for one in sight.

“It’s evident that right now a business solution doesn’t
exist,” Economy Minister Stefano Patuanelli said this week,
addressing a Senate commission. The company “has a dimen-
sion that the market has difficulty accepting,” he said. The gov-
ernment has reportedly said it will provide a 400 million euro
($440 million) bridge loan to the struggling company - at the
risk of running afoul of European Commission rules on state
aid, after the 900 million provided already in 2017.

Patuanelli brushed off such concerns Friday, saying he was
“not worried”. The government, he said, was exploring its
options, which media reports said include replacing the com-
missioners running the airline, or outright nationalization. The
minister has said placing the beleaguered carrier in the state’s
hands “would not necessarily be negative”. Alitalia has been
losing money for years, its business squeezed by competition
from low-cost carriers, fuel price rises, and luxury airlines from
the Middle East. 

After months of negotiations and the expiration of the latest
deadline for a binding bid, plans for a consortium of investors
to save the airline fell through last week after Atlantia said the
conditions had not yet been met to participate.  Atlantia, a
major operator of toll expressways and airports controlled by
the Benetton family, operates Rome’s airports and had already
twice taken stakes in Alitalia.  Others making up the potential
partnership were state railway Ferrovie dello Stato (FS), US
airline Delta and the Italian treasury.  — AFP 


