
737 MAX crisis 
hangs over 
Boeing’s results
NEW YORK: Boeing could report its biggest loss ever
today, sagging under the weight of $5.6 billion in costs so
far due to the crisis surrounding the 737 MAX aircraft.
The top-selling plane has been grounded worldwide
since March 13 following a second devastating crash. The
Ethiopian Airlines catastrophe that killed 157 passengers
and crew, came on the heels of a Lion Air crash last fall
killing 189 people.

How does the MAX crisis affect the bottom line?
Boeing’s second-quarter results are likely to be ugly

after the aerospace giant last week announced it would
set aside $5.6 billion ($4.9 billion after taxes) to compen-
sate airlines for canceled flights and the delay in plane
deliveries. That move could result in a net loss of more
than $3 billion for the second quarter, judging from ana-
lyst estimates on S&P Capital IQ. Boeing’s revenues are
projected to be $19.2 billion, a drop of more than 25 per-
cent compared with the same period of last year, hit by
the halt to deliveries of the MAX. 

What is the total cost of MAX crisis?
Costs from the MAX crisis so far amount to about $8

billion, but the total hit will not be known for some time.
The largest hit ($5.6 billion) is for compensation to
Boeing customers whose operations were impacted by
the grounding of the planes, forcing the airlines to cancel
flights into the fall.

Boeing said last week the compensation could come in
“various forms of economic value,” meaning it could pay
airlines in rebates on future plane orders or for mainte-
nance and not only in cash. The manufacturer also has
recognized $2.7 billion in costs due to cutting its produc-
tion of the 737 MAX to 42 a month from 52. But the
company has maintained employment levels in spite of
the diminished output, resulting in lower profit margins.

Will there be other costs?
Certainly. Boeing faces numerous lawsuits filed by

families of the victims of the two crashes. The company
announced plans to donate $100 million to victims and
communities affected by the accidents, but that will not
be the end of the story.

It also could potentially face regulatory penalties,
including from a criminal investigation by the US Justice
Department. Ratings agencies Moody’s and Fitch on
Monday lowered the outlook on Boeing debt to “nega-
tive,” citing the MAX situation, which Fitch said would
make Boeing’s reputational standing a “watch item for the
next year or more.”

What is the status of the investigations?
Aviation regulators in multiple countries continue to

investigate the causes of the Ethiopian Airlines and Lion
Air crashes. 

US criminal investigators are probing Boeing’s deci-
sions about a flight handling system that has been linked
to both crashes, known as the Maneuvering
Characteristics Augmentation System or MCAS.

They are looking into why Boeing did not develop
specific training for pilots on the MCAS, and why a “dis-
agree light” system meant to signal a problem in the sys-
tem was sold as a supplemental feature instead of an
essential safety item, a source told AFP.—AFP
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KUWAIT: Commercial Bank of Kuwait
announced a net profit of KD 9.8 million for the
first half of 2019 compared to KD 6.4 million for
the same period of last year.  The operating profit
before provision was KD 58.3 million compared
to KD 54.1 million for the 1st half of 2018, record-
ed a growth of 7.8 percent. The bank witnessed a
healthy growth in the key areas of business and
revenue. Loans increased by 9 percent to reach
KD 2,455.0 million and investment securities
increased by 2.0 percent to reach KD 560.0 mil-
lion. Operating income at KD 84.0 million grew
by 8 percent, interest income by 4.7 percent, fee
income by 4.0 percent and foreign exchange
income by 33.0 percent

Sheikh Ahmad Duaij Al-Sabah, the Bank’s
Chairman, commented that the bank continues to
focus on asset quality, digitalization, operational

efficiency and customer service. The operating
profit for the  1st  half of 2019 was KD 58.3 mil-
lion and the bank prudently allocated a portion of
it to strengthen its pool of available provision.
The total provisions held with the Bank against its
credit portfolio as at the end of the 30th June
2019 were KD 179.5 million. 

Sheikh Ahmad added that during the last one
year the net growth in loans was more than KD
300 million, the momentum will continue and the
Bank will keep on providing funding to mega
projects of national importance as well as to local
business groups. Furthermore, the bank will con-
tinue its prudent policy of maintaining a quality
assets portfolio during 2019 and beyond, in order
to meet the challenges of the volatile economic
and geopolitical situation in the region.

Sheikh Ahmad further added that the bank’s

capital adequacy ratio at the end of June 2019
was 18.1  percent, the leverage ratio at 11.4 per-
cent, net stable funding ratio at 107.2 percent
and liquidity coverage ratio at 182.0 percent
comfortably exceeded the regulatory require-
ment set by the Central Bank of Kuwait.  He
pointed that the bank’s strong financial indica-
tors are due to its prudent policy of cleaning its
loan portfolio by writing off irregular loans but
taking all the necessary steps to protect the
interests of the Bank. The NPL ratio at zero is a
clear demonstration of this strategy.

Sheikh Ahmad went on to add that the digi-
talization of processes to enhance customer
experience at various touch points and invest-
ment in technology and human capital to exceed
customer expectations is continuing at a rapid
pace. New initiatives were taken during second

quarter of the year and new features like, but not
limited to, change transfers limit via mobile and
online banking, change security
questions/answers via mobile and online bank-
ing, KNET mobile (OTP) amendment via mobile
and online banking, user ID retrieval via CBK
mobile and online banking, user ID unlock on
CBK mobile and online banking and enabled T-
Pay service for business accounts. Moreover, in
a continuous effort towards Kuwaitization, the
bank has increased the Kuwaitization ratio to
75.7 percent by June 2019.

Sheikh Ahmad took the opportunity to thank
the bank’s shareholders, valued customers, staff
and regulatory authorities, emphasizing that the
bank’s management continues to implement all
the required policies for safeguarding the interest
of all stakeholders.  
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Huawei unit cuts 
more than 600 
jobs following 
US sanctions
SHANGHAI: Chinese telecom giant Huawei said yester-
day that more than 600 jobs would be lost at a US unit as
a result of “curtailment of business operations” caused by
Washington’s sanctions on the firm and 68 of its sub-
sidiaries. The layoffs will come at the Chinese company’s
US-based research and development arm, Futurewei
Technologies, which is incorporated in Texas, an email
statement from Huawei said.

Futurewei employs more than 750 people, according to
Bloomberg’s corporate information database.

“Decisions like this are never easy to make. Eligible
employees will be offered severance packages, including
both pay and benefits,” the statement said. The Trump

administration has put Huawei on its so-called Entity List,
which means US companies need a license to supply it
with US technology.

Huawei-a leader in next-generation 5G wireless tech-
nology-remains barred from developing 5G networks in
the United States, and the Trump administration is trying
to convince its allies to do the same.  Washington accuses
Huawei of working directly with the Chinese government,
a claim the company denies. After Donald Trump met
China’s Xi Jinping on the sidelines of the G20 summit in
Osaka last month, the US president said he would ease the
punitive measures on Huawei as long as equipment sold to
it did not pose any risk to national security.

The Washington Post reported this week that Huawei
secretly helped North Korea build and maintain the coun-
try’s commercial wireless network. The Post, citing internal
documents it obtained and people familiar with the
arrangement, said Huawei has partnered with a Chinese
state-owned firm Panda International Information
Technology on projects in North Korea over at least eight
years. By doing so Huawei, which has used US technology
in its components, may have violated US controls on
exports to the isolated regime in Pyongyang. — AFP

SHANGHAI: People take pictures during an opening ceremony of the Shanghai Stock Exchange’s Sci-
Tech Innovation Board in Shanghai on Monday. Trading began on Monday on a new Nasdaq-style tech-
nology board in Shanghai that represents one of China’s most significant market reforms, and a
potential weapon in its growing tech rivalry with the United States. — AFP

US sanctions on 
Chinese oil trader 
‘illegal’: Beijing
BEIJING: China yesterday called US sanctions against
Chinese companies “illegal”, a day after US Secretary of
State Mike Pompeo announced he was putting a leading
oil importer on a blacklist.

Pompeo said Monday that the US was imposing sanc-
tions on Zhuhai Zhenrong and its chief executive Li
Youmin as part of a “maximum pressure campaign” for
trading in Iranian crude oil.

“They violated US law by accepting crude oil,” he said.
But Beijing said yesterday it has “consistently and res-
olutely opposed unilateral sanctions imposed by the
United States,” slamming the sanctions as “illegal”. “The
Chinese side has expressed firm opposition and strong

condemnation of the relevant US authorities that have
sanctioned Chinese enterprises,” said foreign ministry
spokeswoman Hua Chunying at a regular press briefing.

“The Chinese side has repeatedly stressed that energy
cooperation between Iran and the international communi-
ty, which includes China, falls within the framework of
international law and is reasonable and legitimate, and
must be respected and protected.” Pompeo’s announce-
ment over the sanctions was the latest move by
Washington to ratchet up economic pressure on Tehran
over its alleged military activities in the Middle East and
its nuclear program by taking aim at business partners.

But Hua said the US was disregarding “the legitimate
rights and interests of all parties”. Between them, Zhuhai
Zhenrong and Chinese state refiner Sinopec are responsi-
ble for nearly all the Iranian crude that China imports.

“We strongly urge the US to immediately correct wrong
practices and stop illegal sanctions against Chinese compa-
nies and individuals,” said Hua.  “China will take all neces-
sary measures to firmly safeguard the legitimate rights and
interests of its enterprises and individuals.” — AFP 

Sterling prepares 
for rocky ride 
as Johnson wins 
race to be PM
LONDON: Sterling, already trading near its lowest in two
years, was little moved yesterday after Boris Johnson won
the contest to be Britain’s new prime minister, as investors
worried whether he would lead Britain towards a no-deal
Brexit. The pound gradually recovered from early losses
and edged back into positive territory after Johnson won.
But the move was minimal and analysts said it reflected a
mini relief-rally following weeks of losses as markets
priced in his victory.

Attention now turns to how many ministers opposed to
Johnson’s tough line on Brexit will resign in coming days,
the make-up of his cabinet and the tone of initial negotia-
tions between the man who was the face of the 2016
Brexit campaign and Brussels.

Johnson has said Britain will leave the EU on the Oct. 31
deadline even if no transitional arrangements are in place.
That has panicked investors who fear a no-deal Brexit will
cause significant damage to Britain’s economy. Johnson’s
belligerent tone has taken sterling 2% lower against the

dollar this month, and it has depreciated in 11 weeks out of
the past 12.

“It will be a very Brexiteer cabinet and markets are set
up for that. We have roughly 100 days until Oct. 31 to sort
this out, it seems unlikely,” said David Zahn, head of global
fixed income at Franklin Templeton. “What we have seen
from the new European (Commission) head is that nothing
will be changed, it seems like we are headed towards a no-
deal Brexit. If both leaders are so entrenched is there
much chance of an extension? This materially increases
the no-deal Brexit chances, and sterling is pricing this.”

Two junior ministers have already quit over Johnson’s
plans, and finance minister Philip Hammond and justice
minister David Gauke have both said they plan to resign
before they are sacked. The pound traded at $1.2472,
down 0.1 percent on the day. Sterling hit a 27-month low
of $1.2382 last week. Against the euro it was down 0.2
percent at 89.640 pence .

Rallying British stock markets were little moved by
news of Johnson’s victory, while British gilt yields rose
marginally after the result but remained near three-week
lows. Recent weeks have seen investors sharply cut back
on sterling positioning, with short positions growing to a
10-month high in the latest week, Commodity Futures
Trading Commission data showed. “(Sterling) is a ‘sell on
rallies’, 100 percent. Regardless of how you slice the cake,
we will either end up with a no-deal (Brexit) or a messy
general election,” said Stephen Gallo, head of European
FX strategy at BMO Capital Markets. —Reuters

Apple in talks to buy
Intel smartphone 
chip unit
SAN FRANCISCO: Apple is in talks to buy Intel’s smart-
phone modem chip unit, a move that would help the
iPhone maker control a key component, the Wall Street
Journal reported on Monday.

The Journal cited unnamed people familiar with the
matter as saying the deal would cover Intel patents and
staff valued at a billion dollars, but that it might not come
together.

Apple has been investing in its own mobile chips to
ramp up performance and features in its devices and
reduce its dependence on Qualcomm. Intel earlier this
year announced it was abandoning efforts to compete
with modem chips for smartphones synched to new-gen-
eration “5G” networks.

Intel made the revelation a day after Apple and
Southern-California based Qualcomm said they agreed to
“dismiss all litigation” against each other worldwide in
what had been a sprawling battle over royalty payments.
The last-minute settlement cut short a courtroom clash
between the tech giants just as it was getting underway in
California. 

For two years, the companies had fought a multi-front
brawl that could have required Qualcomm to pay billions.
At the heart of the battle were the royalties Qualcomm
charges for its patented chips, which enable smartphones
to connect to mobile networks. Apple accused
Qualcomm, which holds the most patents for chips, of
taking advantage of its dominant position to charge exor-
bitant amounts for its chips or access to its patents.
Qualcomm denied the allegations and accused Apple of
abusing its position and of taking legal action to negoti-
ate prices down.

Several hours after the deal was announced, Intel said
it was withdrawing from the 5G smartphone modem
business, without indicating whether its decision was a
cause or consequence of the agreement its rival signed
with Apple. — AFP 

WASHINGTON: A Boeing 737 MAX airplane is stored on an employee parking lot adjacent to Boeing
Field in Seattle, Washington. Boeing could report its biggest loss ever today, sagging under the weight
of $5.6 billion in costs so far due to the crisis surrounding the 737 MAX aircraft. — AFP


