
KUWAIT: Capital Intelligence Ratings (“CI
Ratings”), the international credit rating
agency, has affirmed the Long-term Foreign
Currency and the Short-term Foreign
Currency of Gulf Bank ratings at “A+” and
“A1”, respectively. At the same time, CI
Ratings has also assigned to the Bank a
Standalone Rating of “a-”, with a “Stable”
Outlook. 

On the other hand, CI Ratings has also
affirmed the rating of Gulf Bank’s KD 100
mill ion Basel III-compliant Tier 2
Subordinated Bonds at “BBB+”. The Outlook
for the Bond is “Stable”. 

Both affirmations are mainly driven by the
Bank’s well established business franchise
especially in retail banking, sound loan asset
quality, as well as the solid capital position
and comfortable liquidity metrics.  The rat-
ings also reflect Gulf Bank’s size as the fourth
largest bank in Kuwait with a wide distribu-
tion network and a good market share of
both loans and deposits in the banking sec-
tor, as mentioned by CI Ratings.

In their report, CI Ratings mentioned that
“The principal strength of Gulf Bank is relat-
ed to its well established retail franchise,
which is underpinned by a large distribution
network. The Bank’s universal banking busi-
ness model and effective strategies have

helped to maintain market share, which in
turn has provided Gulf Bank with good earn-
ings across the business cycle. Gulf Bank has
a well-established comprehensive framework
of Corporate Governance which is designed
to balance performance and conformance.”

Commenting on the Capital Intelligence
credit rating announcement, Dalal Al-
Dousari, Gulf Bank’s Deputy General
Manager of Investor Relations said:” “We
are very pleased to receive the affirmation of
our Bank’s Long-term Foreign Currency rat-

ing at “A+” and our Tier II subordinated
Bond rating at “BBB+” by Capital
Intelligence Ratings.”. “This is an internation-
al acknowledgement of the Bank’s sustained
improvement in asset quality and profitabili-
ty, solid capital and sound liquidity position,”
added Al-Dousari. 

Gulf Bank continues to be well recognized
in terms of its credit worthiness and financial
strength internationally as it is rated “A” by
all four leading credit rating agencies.  In
addition to Capital Intelligence Ratings
recent affirmation, Gulf Bank has a Long-
term Issuer Default Rating of “A+” with a
“Stable” Outlook by Fitch Ratings, an Issuer
Credit Rating of “A-” with a “Stable”
Outlook by S&P Global Ratings, and a Long
Term Deposits rating of “A3”  with a
“Positive” Outlook by Moody’s Investor
Services. 

Gulf Bank is one of the leading conven-
tional banks in Kuwait with total assets of
KD 6 billion as of 30 June 2019. The bank
provides a broad offering of consumer bank-
ing, wholesale banking, treasury, and finan-
cial services through its large network of 58
branches and more than 200 ATMs in
Kuwait. The Bank was founded in 1960 and is
listed on the Kuwait Stock Exchange (Boursa
Kuwait) since 1984.
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CI Ratings assigns a standalone rating of ‘a-’, with a ‘stable’ outlook 

Capital Intelligence affirms Gulf Bank’s
long-term foreign currency rating at ‘a+’ 

SAN FRANCISCO: Microsoft on
Thursday posted quarterly earnings that
trounced expectations, citing growth in
partnerships with companies on tech-
nology and cloud computing services.

The US technology titan, shifting in
recent years to business services from
consumer tech, reported its net income
rose 49 percent to $13.2 billion on rev-
enue that was up 12 percent to $33.7
billion. Microsoft’s profit in the fiscal
fourth quarter that ended June 30 was
helped by at $2.6 billion tax benefit,
according to the company. The results
showed the “strongest commercial
quarter ever,” for Microsoft, said chief
financial officer Amy Hood.

Chief executive Satya Nadella said
the results closed out a record fiscal
year for the tech giant, which has the
largest market value of any company
at more than $1 trillion.

“It was a record fiscal year for
Microsoft, a result of our deep part-
nerships with leading companies in
every industry,” said Nadella. “Every
day, we work alongside our customers
to help them build their own digital
capability...This commitment to our
customers’ success is resulting in larg-
er, multi-year commercial cloud agree-
ments and growing momentum across
every layer of our technology stack.”

Net income for the fiscal year more
than doubled to $39.2 billion on rev-
enue that was up 14 percent to $125.8
billion, according to the earnings
report. Microsoft shares rose 1.4 per-
cent to $138.35 in after-market trading
that followed release of the earnings
figures. “Microsoft is firing on all cylin-
ders now, growing big in growing mar-
kets, and even managing growth in
mature markets like PCs (personal
computers),” said technology analyst
Patrick Moorhead of Moor Insights and
Strategy The Redmond-based compa-
ny is “cementing its spot” as a provider
of software, infrastructure and plat-
forms hosted as services in the internet
cloud, according to Moorhead.

Xbox looks to ‘Scarlett’
Microsoft reported growth across

all it businesses except Xbox gaming
unit where revenue declined 10 per-
cent. A reason is likely that the latest
generation Xbox console that debuted
nearly six years ago is getting “long in
the tooth,” with a successor on the
horizon, Moorhead said.

Microsoft in June gave the world a
first glimpse of a powerful next-gener-
ation Xbox that it aims to release late
next year. Xbox head Phil Spencer
pulled back the curtain on “Project
Scarlett,” a successor to the Xbox One
that will give game makers “the power
they need to bring their creative visions
to life.” The new Xbox was promised to
be released in time for the Christmas
holiday shopping season in 2020.

Xbox battles in the console gaming
arena with Sony, which is working on a
new generation PlayStation. The com-
mitment to consoles by longtime con-
tenders in the market comes with the
rise of video games hosted as sub-
scription services streamed Netflix-
style from data centers in the internet
cloud, which plays to Microsoft’s cloud
and Xbox strengths.

Revenue from productivity and
business processes division that
includes business and consumer cloud
services as well as career-focused
social network LinkedIn was up 14 per-
cent to $11 billion, according to the
earnings report. Money taken in at
LinkedIn jumped 25 percent with the
service seeing record levels of engage-
ment, Microsoft said. The company also
saw revenue rise from server products;
Windows operating software; online
search advertising, and its Surface table
computers. Surface revenue growth
was “surprising” considering the overall
personal computer market was flat,
according to Moorhead. 

“This quarter was an absolute ‘blow
out quarter’ across the board with no
blemishes and in our opinion speaks to
an inflection point in deal flow as more
enterprises pick Redmond for the
cloud,” Wedbush analyst Daniel Ives
said in a note to investors, referring to
Microsoft’s headquarters in
Washington State. — AFP 

Profit soars for Microsoft
fueled by cloud and 
business services 

India seeks to 
tap foreign 
lenders for loans 
to small firms
NEW DELHI: India’s government is in talks
with foreign lenders to provide as much as
$14.5 billion in credit to millions of its small
firms, two officials said, in a sign the country’s
banking system may not be robust enough to
do the job on its own.

The government is in discussions with
multiple foreign lenders, including Germany’s
state-owned development bank KfW Group,
the World Bank and some Canadian institu-
tions to extend lines of credit to small enter-
prises, one of the officials, who did not want
to be identified, told Reuters. KfW’s India
office confirmed the discussions, though the
main focus was on credit lines to support
small businesses’ solar power generation. The
talks were at an early stage, KfW said.

A spokesman for World Bank in India yes-
terday said the discussions with the govern-
ment were in the early stages, adding that
“further rounds of consultations will help us
define the contours of this collaboration”. The
official said the government plans to source
up to 1 trillion Indian rupees of loans from
foreign institutions because Indian banks
were not in a position to provide enough
capital for the small business sector, which is
seen as critical to job creation.

“We are exploring, we are having discus-
sions with various funding agencies if some-
thing can be done (for small and medium
firms),” the second official said. The officials
did not provide full details of the discussions
they are having with banks, or identify all
those they are talking to, but said talks are at
a very early stage. India’s micro, small and
medium enterprise (MSME) ministry is dis-

cussing the proposal to pull in foreign banks
with the country’s ministry of finance, which
will make a final call, the second official said.

The push for foreign loans comes on the
heels of the Indian government’s announce-
ment earlier this month that it plans to borrow
about 700 billion rupees by issuing overseas
sovereign bonds.

India’s 63 million firms in the micro, small
and medium firm sector are responsible for
more than a quarter of the country’s manu-
facturing and services output, and must be
re-energised for Prime Minister Narendra
Modi’s government to kick start the economy.

Gross domestic product growth fell to a
five-year low of 5.8 percent in the January-
March quarter, well below the 8%-plus rates
that the government is targeting. But credit
availability for small and medium firms, which
also account for about 45 percent of India’s
total exports, has worsened due to a liquidity
crisis in the country’s shadow banking indus-
try that has seen big lenders struggling to
remain solvent.

State-owned banks, which dominate the
sector, have not been able to drive increased
lending because they are burdened with more
than $145 billion in bad loans. This has led to
a severe credit squeeze for smaller firms.
They pay up to 17 percent annual interest on
loans from banks, while the shadow banks,
which are also known as non-banking finan-
cial companies (NBFCS) can charge as much
as 20 percent.

Last month, a study by a Reserve Bank of
India panel said the overall deficit in credit
for the MSME sector is estimated at about 20
trillion rupees to 25 trillion rupees. But lend-
ing to such firms can be risky as some lack
proper financial information, such as histori-
cal cash flow data, which makes it challenging
for banks to assess the credit risks.

To mitigate such risks for foreign banks,
the loans would be given sovereign guar-
antees and be routed through Indian gov-
ernment agencies such as the Smal l
Industries Development Bank of India, the
first official said. — Reuters

SRINAGAR: A farmer harvests plums from a tree on the outskirts of Srinagar on Friday. —AFP

Fed will try to 
create firebreak 
to stop downturn
LONDON: Like booms, recessions help indi-
viduals and businesses make sense of changes
in the level of economic activity and drive
those changes with their impact on spending
and savings.

As the world economy slows, the US Federal
Reserve is now openly discussing an interest
rate cut designed to ensure a recessionary nar-
rative does not take root and to keep the econ-
omy expanding.

“A recession ... is a time when many people
have decided to spend less, to make do for now
with that old furniture instead of buying new, to
postpone starting a new business, to postpone
hiring new help in an existing business, or to
express support for fiscally conservative gov-
ernment,” Yale economist Robert Shiller told
the American Economic Association.

Disturbances that spark a downturn can
vary. Bank failures, poor harvests, earthquakes,
stock market crashes, real estate busts, post-
war demobilizations and monetary policy mis-
takes have all been blamed for initiating reces-
sions (“The Panic of 1907: Lessons from the
Market’s Perfect Storm”, Bruner, 2007).

The initial disturbance need not be major
but it spreads through the economy and is
amplified by the existence of positive feedback
as households, businesses and financial inter-

mediaries all try to reduce risk exposure at the
same time(“General Theory of Employment,
Interest and Money”, Keynes, 1936).

If policymakers want to avoid recession,
they must avert the initial disturbance through
regulation or prevent it propagating and accel-
erating through the system. Recessions are
caused not so much by the initial disturbance
as by the second and third-round responses to
it by individuals, firms, banks and governments.
Tempering those reactions is normally the pri-
ority for policymakers.

Trade shock 
In the current slowdown, the origin was like-

ly the rise in economic tensions between the
United States and China and the associated
impact on business confidence and investment.
Manufacturing and trade growth peaked in the
second and third quarters of 2018, before the
economic conflict escalated and started to

weigh on business and investor confidence.
Fading fiscal stimulus from US tax cuts and

increasing interest rates around the world over
the course of 2018 contributed to the slow-
down. But the slowdown so far has been mostly
confined to business investment, manufacturing
production, new orders, construction activity
and freight movements.

By contrast, employment, wages, consumer
confidence, household spending and the much-
larger services sector have stayed relatively
buoyant. The result has been the emergence of
a dual-speed economy. Freight growth has
slowed to a crawl, while passenger transporta-
tion is still growing at some of the fastest rates
since the recession of 2008/09.

Firebreak
As long as the downturn remains isolated in

the manufacturing sector and does not spill
over into the labor market and services sector,
the economy is likely to continue expanding, as
it did in 2015/16 and 1998/99. The case for the
Fed and other major central banks to cut inter-
est rates early and aggressively rests on the
idea that such a move can prevent weakness
spreading from manufacturing to the rest of
the economy. The aim would be to provide
psychological reassurance and discourage
households, businesses and banks from turning
more cautious and trying to reduce spending
and lending.

The case for rate cuts is often framed in
terms of taking out “insurance” against a
deeper downturn but might be better thought
of as a “firebreak” to insulate the domestic
services sector from weakness in manufactur-
ing and the global economy. —Reuters
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