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No recession, oil stable 
in 2020: Financial expert

Investors and businesses fearful of recession
By Nawara Fattahova

KUWAIT: The future of the global economy is a key
concern on everyone’s mind these days. Investors and
businesses across the region and the world are watch-
ing the slowdown, fearful of a recession. Kuwait Times
spoke with Arnab Das, Global Market Strategist at
Invesco, for insight on what to expect and how major
economies and key commodities like oil can be
expected to perform this coming year. 

Kuwait Times: What are your expectations for the
global economy for 2020? Will there be a recession or
a significant slowdown in global growth?

Arnab Das: We already have had a significant slow-
down in global growth this year, partly due to the trade
war and partly due to the effects of the Fed raising
interest rates previously. Our outlook for 2020 is con-
structive. We are not expecting a US or global reces-
sion. We just did the forecast round for next year, and
we came to a conclusion of about three percent growth. 

So our view is that major economies within the
global economy are stabilizing, because the Fed has
shifted gears from raising rates to lowering them. It has
eased monetary policy, and following the Fed the ECB
and many central banks around the world including big
and small ones are cutting rates as well. That should
put a floor under the manufacturing sector and stock
markets, and help people feel better and make them
more willing to spend.

In addition, trade tensions between the US and
China in particular appear to be stabilizing. The ten-
sion between the UK and EU and Brexit is not over,
but is improving a bit. It seems unlikely that we will get
a hard Brexit or a no-deal Brexit. The deadline was
pushed back to January due to early elections, which
will probably be pushed back again, so we will have a
transition rather than a hard Brexit. We don’t expect a
strong rebound, nor do we expect a global or US
recession. So it’s not a perfect world and it’s not a ter-
rible world either - it’s a decent world.

Kuwait Times: What are your expectations for oil
prices for 2020? 

Das: The current scenario is helpful for oil and com-
modity producing regions in the world, as it’s much
better than where we seemed to be heading six months
ago. There is no reason why the GCC would be an
exception to that. We don’t expect a big liftoff in the
price of oil as the market is well supplied. There are
efforts to cut production in some places. The US’ share
has become more efficient than it was over a period of
many years. Many producers that previously required
$70 or $80 for a barrel of oil are now profitable at $50
or $60. There is no reason to think that the US share
will go offline. 

A number of oil producers like Russia and others
need the fiscal and budgetary revenue and foreign
exchange from oil, so they won’t cut production. Due
to all these things put together, it’s reasonable to see

the oil range may be a little higher or lower than where
we are now, as it’s probably stable. The dollar is impor-
tant for oil - normally if the dollar goes up, oil prices
go down, and vice versa. 

Kuwait Times: How will this impact the economies
of the GCC if there is a recession or slower global
growth?

Das: Besides the market being very well supplied,
we do have a continued slowdown in major oil
importers. Despite all these expectations that we are
not going to have a recession, this doesn’t mean we are
not having slowdowns. So the US is decelerating, EU is
decelerating, China is decelerating, India is decelerat-
ing, and all major oil consumers are slowing down. We
don’t think they are going into recession, but are
decelerating. So the demand for oil will be moderate
rather than accelerating sharply. So we expect oil to
remain within the range.

From that point of view, it’s not a perfect world for
the Gulf and not a bad world either. The world looks a
bit better than it did a few months ago. There is also a
bit of reprieve and lot of tensions in the world because
of the US elections. The US president will be more
focused on domestic issues than on trade tensions and
geopolitics. So we will probably get some formal
improvement in the trade relationship between US and
China. We have to see after the elections what the new
administration looks like, and how that may change the
approach of the US to these big questions.

In this region, I see a lot of desire in many places for
economic reforms in particular. There is a desire to not
just be dependent on oil, but to invest in the rest of the
world. Not only in Kuwait but also in Saudi Arabia - it’s
a general trend in emerging markets as a whole. 

Kuwait Times: How do you see traditional banks and
financial institutions weathering the next recession or
global slowdown?

Das: Bank stocks have been under a lot of pressure
in many parts of the world. In many places, we have
negative interest rates including Europe, Japan and
others, which have been very bad for banks. Banks
have already been hit very hard. But bank stocks have
come back significantly in many parts of the world,
which is another indicator and good reason to say that
the world and US economy in particular will avoid a
recession, at least in the near term. There are also
places where banks haven’t been fixed. In the US and
UK, the banking sector problem has been addressed,
while in Europe and India it hasn’t. 

We know from the history of banking crises that if
we don’t fix the problem in the banks, it’s going to be a
problem for the economy for a long time to come. So
Europe and India need to deal with this problem. If the
global economy continues to decelerate, then we will
have more pressure on banks, just like oil prices.  

Kuwait Times: What is your take on the impact fin-

tech will have on growth prospects for traditional
finance? Do you foresee fintech taking off significantly
in the region? In what way or how?

Das: Fintech like all other areas of this fourth indus-
trial revolution is clearly very important, and is affect-
ing every walk of life. It is affecting traditional banking
institutions, non-banks and asset managers as well.
Fintech is a special case of this fourth industrial revo-
lution, which is about big data, artificial intelligence,
automation and so on. We don’t know how they are
going to end up. In the beginning of each previous
industrial revolution, the transition was very difficult.
For example, for a long time the computers seemed to
have no or very little effect. 

Fintech to me seems very critical - it already is
leading to very important developments like financial
inclusion. It’s very important for people who have diffi-
culty accessing the formal financial system. They can
use it in making payments, opening bank accounts and
managing them, and other services. It’s a good thing if
it’s properly managed, and it will be good for the peo-
ple and the country as a whole. Of course, like any-
thing, there are dangers and risks, but it’s a positive
development at the end. 

Kuwait Times: What are the opportunities investors
should be looking at for 2020 in Kuwait, in the Gulf,
and in the rest of the world? 

Das: People seeking safety and liquidity is giving
way to a bit more appetite for risk and a willingness to
invest not just in government bonds, but also in equi-
ties. This is good for emerging markets, Kuwait and the
GCC as well.

Kuwait Times: What are we missing that you think is
an interesting or new development in the global finan-
cial structure that needs more attention or concern?

Das: The opening of the financial system and finan-
cial markets in China for foreign investments is very
important. There is so much interest that investors and
even people from the US are pushing back against the
government’s position. China wants to open its finan-
cial markets and equity capital in the economy.
Hopefully, it will continue despite all the tensions.
Many countries have significant challenges as they
open up, but it’s not a reason not to open up. They
rather have to deal with the challenges. China needs
open financial markets and they understand that. 

An important concern is Europe’s financial markets,
economy and political system. Europe needs more
reforms, and needs to unify the banking system and
capital market. Instead, there is a lot of debate but not
a lot of progress. Some firms there have moved some
of their people and operations from London to the EU
to protect themselves against Brexit. They are going to
different places such as Amsterdam, Paris, Dublin and
others, so there is a danger of fragmentation or friction
in capital markets and the banking system. So the
financial system in Europe will be less efficient.   

Kuwait Times: 2018 marked the 10th anniversary of
the worst US economic disaster since the Great
Depression, reshaping financial markets and the global
economy. Today, many of the world’s largest banks
have recovered their losses in assets and central banks
have injected trillions of dollars into the economy. Has
the world learned its lesson? 

Das: I think that much of the world has learned the
lesson as there have been a lot of regulations for
banks, capital requirements are much higher, and liq-
uidity requirements are much higher too. Credit
growth has been much weaker in the developed West
in this cycle than in previous cycles. Correspondingly,
this is also the reason why inflation has been lower.
There is much less leverage in the housing market. The
overall growth of debts has slowed down. There is still
a very big amount of debt, but the big growth of debt
in this cycle came from China and emerging markets
rather than from the US or Western Europe. So the
overall debt ratios, government debt, corporate debt
and household debt in the developed world are more
or less stable. 

It doesn’t feel like we are heading for a major crisis
like in 2008 or 2011. It feels like there are pockets
where debt has grown very rapidly like corporate US,
although it recently stopped. China is dealing with its
debt problem as it slowed the growth of its debt signif-
icantly and rebalanced the economy to be much less
capital-intensive. So the financial stability risks in gen-
eral are lower than they were 10 years ago. 

I think the general story is not the rapid growth
of debt, which was the case before the crisis, but
the problem of slow growth. So the world has
learned its lesson, but it hasn’t done its homework
of reducing debt.

Arnab Das interviewed by KT journalist. 
— Photo by Yasser Al-Zayyat

KUWAIT: The IMF Middle East Center
for Economics and Finance (CEP) in
Kuwait, jointly with the Arab Fund for
Economic and Social Development
(AFESD), held a high-level symposium
on “Public Sector Reforms for Better
Governance” on Monday, November
18, 2019. The event was hosted at the
AFESD’s Headquarters. The panel dis-
cussion was chaired and moderated by
His Excellency Dr Yousef Al-Ebraheem,
Economic Advisor at Al-Diwan Al-
Amiri. It included as speakers Vitor
Gaspar. 

Director of the 1MF’s Fiscal Affairs
Department, who discussed public
sector reforms to strengthen gover-
nance based on global country expe-
riences; and Ms. GhadaKhalaf, Project
Manager of the Government of
Kuwait’s Restructuring Project, who
focused on government reforms to
help achieve Kuwait’s Vision 2035, as
part of a project led jointly by the
Supreme Council for Planning and
Development, and the Kuwait
Foundation for the Advancement of
Sciences. 

His Excellency Dr Yousef Al-
Ebraheern indicated that the sympo-
sium aimed at stimulating an open
debate on the evolving economic
challenges faced by policymakers in
Kuwait and the wider Arab communi-
ty. He discussed the importance of
public sector reforms for better gov-
ernance in the Arab world, and
overviewed the core measures need-
ed to strengthen fiscal institutions,
especially those that are conducive to
public sector efficiency, transparency
and accountability. 

In his presentation, Dr Gaspar
started from Ambrogio Lorenzetti’s
Allegory of Good and Bad
Government, which decorates the
walls of PalwaoPubblico on the main
square of the city of Siena. It provides
a powerful representation of the
political philosophy of governance.
One particular detail of this master-
piece is most telling. The ruler, who
dominates the central painting, has his

hand tied by a cord that is connected,
through the citizens, to the scales of
justice.  In today’s language: good
government goes together with insti-
tutional constraints and controls by
active and engaged civil society.
Weak control of corruption is one of
the symptoms of bad governance. The
governance can be imagined as the
plumbing system where the resources
collected from the economy flow in
and out. Corruption causes leakages
in this plumbing system hence under-
mining the effectiveness of public
policies and most importantly the
credibility of citizens towards its gov-
ernment. 

The IMF’s recent analysis finds
evidence that fiscal transparency and
a lower administrative burden corre-
late with corruption.  The highlights
the crucial importance of enhancing
fiscal transparency,  which is one of
the ways to bind governments via
accountability. In this context Dr
Gaspar stressed that the transparency
in public finances is central to ensur-
ing that public fiancÈs are responsive
to the citizens and deliver full
accountability. 

The use of public sector balance
sheets is one of the methods to
increase transparency and accounta-
bility. That is why the IMF has started

advocating for public sector balance
sheets. Looking beyond financial
flows, like fiscal deficits, to fully
account for what the state owns and
owes makes possible informed citi-
zen-state dialogue. It also improves
the quality of information in such
areas as the inter-temporal effects of
policy choices and vulnerability top
fiscal risks, which enhances the quali-
ty of government actions. 

More transparent governments are
typically rewarded with better sover-
eign credit ratings and lower cost of
public financing. The public sector
balance sheet is particularly impor-
tant for resource-rich countries.
Natural resource reserves can domi-
nate the assets of public sector in
commodity producers, such as
Norway, Kazakhtan or Guyana. 

The sheer size of these assets
demands especially strong institution-
al and governance arrangements.
However, resource-rich countries on
average have the weaker institutions.
Building tax capacity is crucial for
achieving transparency and account-
ability. Tax capacity is central to
building state capacity, which is a key
pre-requisite for economic growth
and development. A modern tax sys-
tem provides opportunity to build
institutions and capacity to enforce it.  

IMF: Public sector reforms 
for better governance 

TOKYO: Japanese policymakers are considering issuing
a 50-year government bond as a long-term way to put a
floor under super-long interest rates, sources say. Selling
such bonds - a hot topic after Bank of Japan Governor
Haruhiko Kuroda commented on the idea this month -
would allow the government to lock in cheap long-term
funding and give yield-starved investors higher returns. 

It could also offer the Bank of JapanOJ a new tool for
its “yield-curve control” policy by helping to prevent
excessive declines in super-long bond yields, which hurt
returns of pension funds. Japan has no immediate plans
to issue the bonds, but the Ministry of Finance has long
considered the idea, holding hearings with market par-
ticipants three years ago, a finance ministry official told
Reuters.

That plan was turned down because investor demand
was scarce, finance ministry officials say. “It has not
been ruled out completely and could be an issue to con-
sider in the long run,” another ministry official said.
Adding 50-year bonds might drain liquidity from mar-
kets of other super-long bonds, making yields vulnerable
to wild swings, MOF officials say. It is also unclear
whether 50-year bonds would be traded much, as
investors could suffer huge losses if yields spike.

The Bank of Japan is also scrutinizing how issuing
more long bonds could affect its yield-curve policy,

which aims to control the shape of the yield curve, say
sources familiar with its thinking. “If the government
issues more super-long bonds or starts selling 50-year
debt, that could help steepen the yield curve,” one of the
sources said. The ministry officials and sources familiar
with the central bank’s thinking spoke on condition of
anonymity because they are not authorized to speak to
the media. Long bonds have drawn global attention as
countries try to use super-low rates to lock in debt.
Some European countries have sold 100-year bonds, a
move Treasury Secretary Steven Mnuchin said the
United States might also consider. Japan, too, has fans of
long bonds among politicians eager to boost spending.
A slowing economy is drawing calls from lawmakers for
a big stimulus package.

Ruling party heavyweight Toshiro Nikai yesterday
urged the government to spend 10 trillion yen ($92 bil-
lion) in a supplementary budget for the current fiscal
year. BOJ Governor Kuroda caused a stir by saying this
month that issuing 50-year bonds would help prevent
excessive declines in super-long yields. Finance Minister
Taro Aso said days later that Japan may consider issuing
such bonds. Liquidity for 40-year government bonds -
the longest maturity sold in Japan - remains low, making
up just 2.4% of the outstanding balance of Japan’s gov-
ernment bond market.

And some BOJ officials doubt 50-year bonds would
help steepen the yield curve, the sources familiar with
the central bank’s thinking say. As super-long bonds are
traded among a handful of insurers and pension funds,
issuing 50-year bonds may simply drain money from
other maturities and distort the curve in the wrong
direction, they say. If demand for 50-year bonds proves
unexpectedly strong, the government could issue them
at very low yields. That could push down yields for other
super-long bonds.— Reuters 

Japan mulls issuing
50-year bonds to
support yields

SRINAGAR: Economic losses in Kashmir have run well
over a billion dollars since India revoked its autonomy and
statehood in August, the main trade body in the Himalayan
region said, adding that it planned to sue the government
for damages. India turned its erstwhile state of Jammu and
Kashmir into a federally-controlled territory, tightening
control in a shock move it said would rein in militancy in
the region also claimed by neighboring Pakistan, and pro-
mote its development. But the Kashmir Chamber of
Commerce and Industry (KCCI) said development was
elusive, thanks to a protracted shutdown after people
closed markets and businesses as a mark of protest, and
for fear of reprisals from insurgents.

It estimated economic losses ran into least 100 billion
rupees ($1.40 billion) by September, but now exceeded
that, said Nasir Khan, its senior vice president. “We’ll ask
the court to appoint an external agency to assess the loss-
es, because it is beyond us,” said Khan, adding that India’s
telecoms blackout in the region meant the body could not
reach business owners by telephone to prepare estimates.

Instead, it had to send staff to meet them and gather
details. India’s home ministry and local government offi-
cials did not respond to detailed requests for comment.
Besides severing telecoms links ahead of its decision, India
imposed curbs on travel and sent thousands of troops to
the heavily-militarized region, citing security concerns.
Some curbs have since been eased, but access to the inter-
net remains largely blocked. India and Pakistan have tus-
sled over Kashmir since independence from Britain in
1947, with each claiming the region in full but ruling it only
in part.

For decades, India has battled insurgency in the portion
it controls. It blames Pakistan for fuelling the strife, but
Pakistan denies this, saying it gives only moral support to
non-violent separatists. —Reuters

Kashmir’s shutdown 
causes over losses of 
more than $1bn


