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LONDON: This week’s European Central Bank meeting
is shaping up as one of the most anticipated in years as
the central bank gears up to boost a frail economy with a
series of stimulus measures. A global trade war threatens
to push the powerhouse German economy into recession
and headwinds from Brexit are becoming stronger. No
wonder the ECB has all but promised fresh stimulus on
Thursday, one of the last steps the bank’s chief Mario
Draghi can take before stepping down on Oct 31.

“This will probably be the most interesting meeting
since March 2016 because we have this confluence of
economic issues, political issues and a transition to a
new president coming together,” said Pictet Wealth
Management strategist Frederik Ducrozet. He was refer-
ring to the 2016 meeting where the ECB slashed its
depo rate to -0.40%, increased monthly asset purchas-
es to 80 billion euros including corporate bonds, and
launched a second round of cheap multi-year loans. Fast
forward to this week and here are five key questions for
markets:

How low will rates go?
The ECB is leaning towards a package that includes

a rate cut, a beefed-up pledge to keep rates low for
longer and compensation for banks over the side-
effects of negative rates, sources told Reuters last week.
At the very least, markets expect a 10 basis point cut in
the deposit rate to -0.50% — the first cut since 2016.
Money market pricing suggests some investors are bet-
ting on a bigger 20 bps cut; nearly a quarter of econo-
mists polled by Reuters expect this too. The ECB may
could also use its forward guidance to flag another cut
in coming months. Markets price in 35 bps worth of
easing in total by end-2020.

Will the ECB restart QE?
Nearly 90% of economists polled by Reuters expect

the ECB to announce a return to quantitative easing
(QE), starting with monthly asset purchases of 30 billion
euros from October. Analysts say this would likely be
accompanied by tweaks to the ECB’s bond-buying rules
given a scarcity of eligible debt. For instance, the ECB
could increase the 33% limit on the share of a country’s
bonds it can hold. While not expected, any signs that the
ECB could start buying equities or bank bonds would
be a big surprise.

There’s also scope for disappointment with deeply
negative bond yields suggesting investors are heavily
positioned for stimulus. Some argue a new QE program
worth at least 600 billion euros is needed to significant-
ly lift inflation expectations. Many ECB policymakers
favor restarting asset purchases, but opposition from
northern Europe complicates matters, Reuters reported
last week. Some officials such as Francois Villeroy de
Galhau, Klaas Knot and Sabine Lautenschlaeger have
played down the need for more QE, which ended in
December.

How effective will measures be?
After slashing rates to record lows and pumping 2.6

trillion euros of cheap cash into the economy since
2015, inflation remains below its near 2% target and
growth lackluster. Inflation expectations suggest the
ECB’s target won’t be met for years. Little wonder many
in the market question whether more stimulus would
have the desired impact. More than 80% of economists
polled by Reuters recently were sceptical about the
ECB’s ability to influence inflation.

Even if policymakers announced rate cuts, the
relaunch of QE and reserve tiering simultaneously -
matching or even exceeding expectations - Nomura
analysts said it remained “questionable how significant
an impact all of this will have on the economy.” Still,
more stimulus may boost growth through another route.
Pictet’s Ducrozet reckons that a very long, or open-
ended QE program can encourage fiscal expansion: by
keeping government yields low for longer, sovereign
debt servicing costs will fall - creating the conditions
for governments to spend. — Reuters
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US-China trade war weighs on global economy
TOKYO: The euro was on the back foot yesterday
ahead of a European Central Bank meeting later this
week at which policymakers are expected to deliver
new stimulus to bolster a flagging regional economy.
Heightened expectations for an ECB easing come as
other global central banks move to loosen the monetary
spigot with the People’s Bank
of China on Friday taking
steps to boost lending.

Adding to the calls for cen-
tral bank easing are signs the
global economy is struggling
with China’s exports unex-
pectedly fal l ing in August,
data released on Sunday
showed. The dollar was con-
fined to a narrow range versus
the yen as traders weighed the
prospect of US interest rate
cuts against their demand for
safe-haven assets.

Among Asian currencies, the yuan got off to a subdued
start after the soft trade data. “The Chinese numbers play
to the view that if we don’t see progress in US-China
trade talks, then further easing will be necessary, includ-
ing tolerance of a weaker yuan,” said Ray Attrill, head of
foreign exchange strategy at National Australia Bank in
Sydney. “The ECB is the big game in town globally this
week, and the market is more comfortable with the
Federal Reserve cutting rates, so I think the market is
probably risk neutral.”

Sterling edged lower as political uncertainty about how
the UK would complete its divorce with the European
Union by an Oct. 31 deadline dented appetite for the
pound. Traders are likely to take their cues from the ECB

as major central banks line up support measures for a
weakening global economy. The euro was little changed at
$1.10235 early in Asian trading after falling 0.1% on Friday.
Sterling traded at $1.2288 after falling 0.4% on Friday. The
dollar index against a basket of six major currencies rose
0.03% to 98.447.

The dollar traded at 106.96
yen, up 0.04% from Friday.
Trading could be subdued as
one of the strongest typhoons
to hit Tokyo in recent years
made landfall yesterday, can-
celling scores of train lines. The
European Central Bank is all but
certain to approve new stimulus
measures on Thursday to boost
an ailing economy, but the com-
position of its package is far
from clear as a rift has opened
between hawkish northern

European policymakers and doves from the south. Data
due later on German exports could provide further clues
about the health of the global economy.

Policymakers are rushing to bolster growth as a wide-
ranging dispute between the United States and China over
trade policy drags into a second year, increasing the risk
of recession. In the offshore market, the dollar rose 0.05%
to 7.1076 yuan. China’s central bank said on Friday it was
cutting the amount of cash that banks must hold as
reserves for the third time this year, releasing 900 billion
yuan ($126.35 billion) in liquidity to shore up the flagging
economy.

The PBOC has now slashed the ratio seven times since
early 2018. China’s exports unexpectedly fell in August as
shipments to the United States slowed sharply, pointing to

further weakness in the world’s second-largest economy.
The US Federal Reserve will continue to act “as appropri-
ate” to sustain the economic expansion in the world’s

biggest economy, Fed Chair Jerome Powell said Friday in
Zurich, confirming expectations for a rate cut at the Fed’s
next policy decision on Sept 18. — Reuters

VIENNA: A cash machine/ATM is photographed in Vienna. A debate on whether to enshrine in the constitution the right to
pay cash has entered Austria’s election campaign, shining a light on the country’s love of cold, hard currency. — AFP 

Project awards 
relatively weak in 
second quarter  - but
rise sharply 
KUWAIT: After a relatively weak year for projects in 2018,
awards picked up in 1Q19 (KD 700 million), but slowed to
only KD 450 million in the second quarter, with overall
first half awards much lower than previously expected.
Nonetheless, some delayed projects have been rolled over
into the second half of the year, with expected 2H awards
having risen to about KD 4.2billion according to the most
recent estimates from MEED. 

This brings total 2019 project awards estimate to
around KD 5 billion (previously KD 4 billion), the
strongest since 2015, and comes amid a pressing need to
deliver on key development plan projects.  Indeed, the
pace of awards has risen sharply so far in 3Q19 (as of
Sept.1), with KD 1.4 billion awarded out of an estimated
KD 2.7 billion for the quarter.  The strong performance so
far in Q3 means that the outlook for 2019 is better than we
had previously anticipated, but cancellations and delays in
project implementation remain a downside risk.

MEED projects, as of September 1 
First half awards were dominated by the construction

(KD 573 million) and transport sectors (KD 360 million)
mainly on account of a few megaprojects, the largest of
which were the PAHW Jahra and Sulaibiya low cost hous-
ing city (KD 430 million) and the MPW regional road
south project (KD 285 million). As for the second half of
the year, awards are expected to come mostly from the
transport sector, in addition to large planned projects in
the power/water sector.

Transport
Transport sector awards in 2Q19 amounted to KD 210

million, a 40% rise from 1Q and versus no awards in 2Q18.
The pickup in transport awards likely resulted from press-
ing needs as the country’s transport and infrastructure

maintenance were becoming more overdue. Despite this,
only two contracts pertaining to the Ministry of Public
Work’s (MPW) Regional Road South Project were award-
ed in 2Q19. 

The urgency however became much more apparent in
3Q19, with most overdue awards finally coming to fruition.
The quarter saw KD1.2 billion in transport sector awards,
the highest since 2Q16, and likely to rise as the quarter
comes to an end. Looking forward, the sector could see
more modest activity, with several medium-sized projects
scheduled for later this year and early 2020. This includes
MPW’s - Sheikh Jaber Al-Ahmad Al-Sabah Road
Improvement (KD 105 million) and four parts of the
Northern Regional Road at a combined value of KD
444million. Both projects are still under bid evaluation.

The construction sector witnessed a major contraction
in 2Q19 with only KD 17 million in awards, much lower
than previous quarters, with the slowdown likely stemming
from deadline extensions and prolonged bid negotiations.
The awards came from a single real estate project, the Al
Andalus Mixed-use Tower. MEED figures suggest a mild
pick-up in 3Q19 at KD 274 million in expected awards of
which KD 64 million has already been awarded for the
Public Authority for Housing and Welfare’s (PAHW).
Looking forward, the construction sector’s outlook seems
modest with KD1 billion in additional awards expected
over the next three quarters to 2Q20, and setbacks are still
possible, given recent trends. Planned projects of note

include the PAHW Jaber Al Ahmed Township (J2 and J3)
and Kuwait Authority for Partnership Projects
(KAPP)/Kuwait Municipality’s South Jahra Labor City
with a combined value of KD 285 million, scheduled for
September and December 2019 respectively.

Power and Water
With large, power-intensive projects under execution in

the other sectors, and with a massive new petrochemical
complex scheduled for 2H20, development in the power
and water sector has become increasingly vital in meeting
a rise in projected demand for utilities. The Ministry of
Energy and Water expects demand for electricity to
increase by 17 gigawatts by 2030.

Yet, only two contracts worth KD 60 million were
awarded in the second quarter, but a pick-up is expected
during 3Q19 (KD 1 billion) and in 2Q20 (KD 1.2 billion) to
implement large planned projects (Chart 3). This includes
KAPP/MEW’s - Al Khiran IWPP Plant (KD 1.0 billion)
scheduled for May 2020 and KNPC’s Al Dibdibah Solar
PV Power Plant in Shagaya Renewable Energy Complex
(KD 360million) which will be one of the largest photo-
voltaic solar facilities in the region with a capacity of
1,500GWh of power per year, scheduled for September
2019.

Oil, gas and chemicals
Following slow progress in recent years, the oil and gas

sector has regained momentum with KD 167 million in
awards in 2Q19 and an additional KD 571million in planned
awards over 2H19. However, no further awards are expect-
ed in 2020, rendering a fairly weak outlook. Among the
awards in 2Q19 was Kuwait Oil Company’s (KOC) New
Strategic Gas Export Pipeline from North Kuwait to MAA
(KD 144million) with L&T Hydrocarbons appointed as the
main contractor. 

The project is expected to be completed in 2021.
Notable upcoming projects in 2019 include KOC’s 11
Patterns Well Hook-up and Associated Works (KD 108
million) and KOC’s Jurassic Non Associated Phase 2: JPF 4
& 5 (KD 270million) scheduled for November and
December 2019.On a separate note, the under construc-
tion Al Zour refinery (KD 651million) experienced setbacks
in Q3. New IMO Maritime sulfur content rules limit sulfur
content to 0.5%, while Al-Zour was originally planned to
produce1% sulfur heavy fuel. Nevertheless, expected
completion is still on track for 2021. 

UK’s economy shows 
unexpected strength 
LONDON: Britain’s economy picked up more than
expected in July, data showed yesterday, dampening fears
that it will succumb to its first recession since the financial
crisis as the Brexit crisis escalates. Economic output in
July alone was 0.3% higher than in June, the Office for
National Statistics (ONS) said, marking the biggest rise
since January and topping all forecasts in a Reuters poll of
economists that had pointed to a 0.1% increase. 

The pound inched higher against the dollar on the fig-
ures, which showed the expansion was driven by the
dominant services sector-although the ONS said the
underlying picture showed its growth weakening through
2019. “While the figures are far from stellar, after a con-
traction in the second quarter the chances that we see a
negative GDP print in the third have now dropped signif-
icantly, meaning that a technical recession will likely be
avoided,” said David Cheetham, chief market analyst at
online broker XTB. 

The world’s fifth-biggest economy shrank in the second
quarter, a hangover from a stockpiling boom in advance of
the original March Brexit deadline. While most economists
think modest growth will return in the current quarter, a
slew of downbeat surveys has shown business activity
wilting during the Brexit crisis, especially in August. They
point to a risk that the economy will contract again, which
would officially herald a recession.  The ONS said gross
domestic product in the three months to July was flat com-
pared with the previous three-month period. A Reuters
poll of economists had pointed to a 0.1% contraction. 

Trade tensions 
Last month, the Bank of England forecast that econom-

ic output would grow 0.3% in the third quarter, although
its forecast for zero growth in the second quarter proved
to be too optimistic. Besides the political crisis at home,
the outlook for the economy has dimmed further because
of trade tensions between the United States and China.
Wednesday’s data showed the services sector, which
accounts for almost 80% of British economic output,
expanded 0.3% in July after four months of stagnation, the
biggest upturn since November 2018. 

Manufacturing output increased unexpectedly last
month, rising 0.3% in monthly terms, while the construc-
tion industry also fared better than expected, posting a
0.5% rise in output. Separate figures showed the goods

trade deficit increased in July to 9.144 billion pounds from
8.920 billion pounds in June, although this was still a little
less than the 9.55 billion pounds deficit economists had
forecast. — Reuters

A view of Dublin Port in Ireland. — AFP 
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VIVA changes its 
network name to 
‘SABAH AL INSANYA’
KUWAIT: VIVA, Kuwait’s fastest-growing and most
developed telecom operator, changed its network
name to ‘SABAH AL INSANYA’, in line with the fifth
anniversary of the UN honoring of HH the Amir
Sheikh Sabah Al-Ahmad Al-Jaber Al-Sabah as a
‘Humanitarian Leader’ and of Kuwait as a
‘Humanitarian Center’. 

This change came as a gesture from VIVA in
recognition of the Amir’s historical achievement, and
runs along the lines of the celebration of the Kuwaiti
people of this well-deserved international crowning
of Kuwait’s long history of humanitarian and chari-
table initiatives spanning throughout decades. 

The employees of VIVA engaged emotionally
with great pride during this day with their cus-
tomers to emphasize the patriotic spirit amid the
Kuwaiti people and expressed full gratitude to HH
the Amir of Kuwait who has spared no efforts and
has played exemplary humanitarian role in different
countries in the world. In addition, the employees of
VIVA pray to Allah the Almighty to grant the Amir
with good health. 


