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Crisis-fighter Bailey 
returns to BoE as 
virus storm hits
LONDON: Andrew Bailey will go straight back
into crisis mode when he returns to the Bank of
England as its new governor today, this time fac-
ing the threat of a global recession caused by the
coronavirus pandemic. Bailey was central to
Britain’s prevention of a meltdown in its banking
system during the global financial crisis of 2007-
09, when he was a top BoE official.

A few years later, he was a key player in
Britain’s response to the Greek debt crisis which
threatened to plunge the City of London back
into chaos. Now the 60-year-old, who spent 30
years at the BoE before leaving to run a finance
regulator in 2016, is about to be tested again.

On Wednesday, in Mark Carney’s parting shot
as governor, the BoE launched emergency credit
measures to prevent a wave of corporate bank-
ruptcies, and it cut interest rates to 0.25%.

The move was part of a twin-tracked stimulus
push along with the finance ministry which
unveiled Britain’s biggest public spending budget
since 1992. But investors expect Bailey will have
to lead the BoE into further action right at the
start of his eight-year term.

Challenged by lawmakers earlier this month
about whether he was nimble enough for the job
at such a critical time, Bailey recalled the drama
of a decade ago. “We had to do things in short
order during that period which were pretty
unprecedented, absolutely unprecedented in the
history of certainly the Bank, and we had to do
them at short notice,” he said.

At one point last week, investors were fully
pricing in another rate cut to an all-time low of
just above zero on March 26, at the end of the
BoE’s first monetary policy meeting under its
new governor.

Those bets faded on Friday but the BoE is
expected to scale up its 435 billion-pound bond-
buying program, possibly as soon as this month.
That could help the government sell even more
debt to increase its already giant spending plans.
“Looser fiscal policy and coordination with mon-
etary policy is likely here to stay and will
increase the effectiveness of both sets of tools,”
Benjamin Nabarro, an economist with US bank
Citi, said in a note to clients.

“However, significant easing will also likely
increase the dependence on the ‘kindness of
strangers’ of an economy with large and persist-
ent current account deficits.”

So far, record-low borrowing costs suggest
few concerns among investors about buying
British debt.

Joint action 
Philip Shaw, an economist with Investec, said

the joint policy action between the government
and the BoE contrasted with a less coherent
response by policymakers in the eurozone. But
deeper coordination with the government might
raise questions about the BoE’s independence.

Prime Minister Boris Johnson has stamped his
mark on Britain’s political institutions since his
big election win in December. Sajid Javid, who
appointed Bailey in December, quit as finance
minister last month after a row with his boss. But
any attempt to put political pressure on the cen-
tral bank - as tried by US President Donald
Trump with the Federal Reserve - could put the
BoE’s credibility at risk.

“Policy co-ordination is good when the vari-
ous parties concur on what needs to be done,”
Shaw said. “It’s when policy disagreements occur
that issues such as central bank independence
come into play. But we are not there at the
moment.” The main criticism of Bailey’s time as
chief executive of the Financial Conduct
Authority is that he was not tough enough on
wrong-doing by bankers.

He came under fire from lawmakers in 2018 for
fining Barclays chief executive Jes Staley 1.1 mil-
lion pounds ($1.35 million) rather than taking
tougher action after Staley tried to identify a
whistle-blower. —Reuters

KUWAIT:  Kamco Invest, a regional non-banking
financial powerhouse with one of the largest AUMs in
the region, announced its financial results for the full
year ending 31 December 2019 reporting a net profit
of KD 3.0 million (Kuwaiti fils 12.47 per share) com-
pared to KD 2.6 million (Kuwaiti fils 10.77 per share)
for the same period in 2018. Fee income reached KD
19.1 million representing 71.1 percent of the total rev-
enues which stood at KD26.9 million. 

2019 was full of events and achievements on corporate
and business sector levels. On the corporate level, com-
pletion of the legal procedures of the merger with its sub-
sidiary Global Investment House was a major milestone to
become one of the largest, strongest, and a more compet-
itive player in the regional investment services sector
namely asset management, investment banking and bro-
kerage. On 12th of December 2019 the company success-
fully completed the legal merger and share swap and by
year end introduced its new identity “Kamco Invest”. 

On the operational level, the teams worked hard to
align operations leveraging on synergies, competencies
and offerings and at the same time continued providing
exclusive services to clients, winning mandates and
reporting competitive returns on managed products. 

The Company’s assets under management stood at

$13.5 billion invested through funds and portfolios in
various asset classes, strategies and jurisdictions. The
company was ranked the fifth largest asset manager in
the GCC region by Moody’s in their asset manage-
ment report issued in September 2019.

During the year, Asset Management was recognized
for the performance of its managed equity funds. Three
equity funds managed by the company were ranked
amongst the top performing equity funds in the Kuwaiti
market. Kamco Premier Market Index Fund was the
best performing equity fund in Kuwait reporting 35.1
percent and Al-Durra Islamic Fund the best performing
Sharia compliant equity fund in Kuwait reporting 22.4
percent. The team has also increased the number of
portfolios under management while enhancing our cur-
rent products to offer clients a wider range of invest-
ment solutions that best suit their risk appetite.

The Real Estate Investments team has successfully
acquired two properties in the US for a total amount
of $262.3 million and completed a successful exit in
the United Kingdom generating an IRR for clients of
10.53 percent. The team has successfully distributed
an average annualized income of 7.8 percent on the
managed assets since inception.

Special Situations Asset Management, a tailored

“wind-down” asset management service offered to
clients seeking value enhancement and optimal real-
ization of difficult assets portfolio covering multi asset
classes with focus on the MENA region, has success-
fully executed the portfolios’ strategies and resulted
in generating cash inflows of $739 million since its
inception in 2013, $273 million in 2019. During the
year, the team successfully unwound a $40 million
portfolio, awarded in June 2015, as per agreed target
asset values with the client.

On the Investment Banking side, Kamco Invest
successfully completed 10 investment banking man-
dates amounting to $1.6 billion and raising the total
successful mandates to $22.3 billion since inception.
The company has successfully managed the IPO of
Boursa Kuwait Securities Company (“Boursa
Kuwait”), the second phase of the privatization
process. The team is currently working on several
interesting mandates.

Oula Wasata, the brokerage arm of Kamco Invest,
continued executing its strategy to focus on institutional
clients and has resulted in gaining market share.

The board of directors have proposed to the
approval of the general assembly a 5 percent cash
dividend (5 fils per share) for distribution to the

shareholders. Commenting on the results, Faisal
Mansour Sarkhou, CEO of Kamco Invest, said, “2019
was an exceptional year and a key phase in the histo-
ry of Kamco Invest with the successful completion of
the merger. We look forward to continue creating val-
ue to our shareholders and further enhance our offer-
ings with solutions that can protect and grow clients’
wealth even in challenging, uncertain and volatile eco-
nomic environments.” 

Fee income reaches KD 19.1 million representing 71.1% of total revenues 

Kamco Invest reports KD 3.0m net profit 
in 2019, proposes cash dividends of 5 fils

Faisal M Sarkhou

NBK provides 
services in 6 
branches from 
9 am to noon 
KUWAIT: In light of the present situation in the
country, the National Bank of Kuwait (NBK) is
committed to serving its customers through the
following six branches: Head Office, Cinema
Salmiya, Andalus, Al-Ahmadi, Sabah Al-Salem, and
Saad Al-Abdullah. These branches will be open to
customers from 9 am to 12 noon until 26th of
March 2020, as per the guidelines of the Central
Bank of Kuwait. 

The bank is also taking precautionary measures
to ensure the safety of customers and employees,
and will be measuring the temperature of cus-
tomers whom will also be asked to wear face
masks and gloves before entering any of the oper-
ating branches. NBK has implemented strict pre-

cautionary measures since the beginning of the
health situation to ensure it protects and preserves
the safety of everyone.

Alternatively, customers can manage their
accounts and make transactions at their conven-
ience and at any time with NBK Mobile Banking
and NBK Online Banking, without the need to visit
a branch. During this period as well, the bank con-
tinues to provide banking services through the
ITMs located at The Avenues and Terminal 4 at
Kuwait International Airport. NBK’s ATMs and
CDMs also remain at the service of customers
across Kuwait thanks to a network of 327 ATMs,
including more than 100 CDMs. 

Speaking of the measures implemented, Head
of Local Branches at National Bank of Kuwait,
Ghadeer Al-Awadhi, said: “NBK is committed to
continue serving its customers through these
specifically-dedicated branches. We have also
ensured securing all necessary precautions in our
branches to preserve the health and safety of both
our customers and employees.”

Al-Awadhi added that customers can complete
their transactions by visiting these specific
branches during the designated working hours or
through NBK Mobile and Online Banking. She

added that the bank has
increased the payment
limit not requiring a PIN
to KD 25 when using the
NBK Tap & Pay service.
The step facilitates the
payment process for daily
purchases in an easy and
secure method. 

Al-Awadhi concluded
saying: “NBK is invested
as part of its social
responsibility to provid-
ing every mean of sup-
port and to raising awareness in every way possi-
ble, specifically on social media. The bank contin-
ues to provide its services without interruption to
customers within the strict limits of public safety,
and stresses the importance of joining forces and
working together in the best interest of Kuwait.

Customers can also benefit of NBK’s latest
services recently, Fitbit Pay and Garmin Pay,
which provide them with an easy and secure
one-touch payment and enable customers to
make contactless payments via select Fitbit and
Garmin devices. 

Ghadeer Al-Awadhi

India’s Yes Bank 
bailout approved, 
posts big loss
NEW DELHI: A central bank-backed
proposal to rescue embattled Yes Bank
has been approved and withdrawal limits
will be lifted, officials said, as India’s
fourth-largest private lender posted a
big quarterly loss.

Yes Bank was struggling with bad
loans and on the brink of collapse when
the Reserve Bank of India seized control
of the lender on March 5 and imposed
withdrawal limits for customers.

Eight banks-led by the country’s
largest lender the State Bank of India
(SBI) — committed to investing in the
plan, which has been approved by the
government, Yes Bank said in a regulato-
ry filing Saturday.

The withdrawal limits for customers

would be lifted on Wednesday, the
lender added.

“We are an integral part of the financial
system and we must support other banks
that have gone into difficulty,” Deepak
Parekh, the chairman of HDFC, one of the
lenders investing in Yes Bank, told the
Times of India yesterday. “The difficulty
may be due to any reason but there are a
large number of depositors, borrowers,
and employees. We are reasonably confi-
dent that the bank will be revived.”

The State Bank of India (SBI) had
announced Thursday it would invest
72.50 billion rupees ($977 million) in the
troubled lender. The announcement
came as Yes Bank late Saturday report-
ed a net loss of 185.6 billion rupees in
the three months to December 31, com-
pared to a profit of 10.2 billion rupees in
the previous corresponding period.

India’s financial system had been hit
by liquidity concerns more than a year
after the near-collapse of IL&FS, one of
the nation’s biggest “shadow banks”-

finance houses responsible for signifi-
cant consumer lending. A resulting
reluctance of banks to lend money has

exacerbated the woes of Asia’s third-
biggest economy, with growth remaining
sluggish.  —AFP

MUMBAI: The headquarters of one of India’s major private banks, Yes
Bank, is pictured in Mumbai yesterday. —AFP

Credit crunch risks
turning firms into 
zombie army
PARIS: A decade of easy money sloshing around
the economy may come to haunt policymakers as
legions of firms hooked on cheap credit have no
buffers to make it through the coronavirus crisis
without serious damage, or outright failure.

Amid signs that banks and investors have already
retrenched their lending, central banks are trying to
ensure that the flow of credit to businesses remains
open. But those loans, however soft, will still have to
be paid back, and therein lies the rub as many won’t
be able to generate the necessary revenue. The vol-
ume of corporate debt struck an all-time real term
dollar high of $13.5 trillion at the end of last year,
according to the OECD.

Including bank borrowings, “the global (corpo-
rate) debt-to-GDP ratio ... is near a record high of
94 percent and is at, or near, all-time highs in many
major economies,” Capital Economics noted in a
recent report. This has created a growing number of
so-called zombie firms-companies who just about
manage to pay interest on their loans with ongoing
credit deals, but have no prospect of settling up on
the principal. A 2018 report by the Bank of
International Settlements put zombie firms at
between 6 and 12 percent of total companies and
said that ample cheap credit was partly to blame.

Even it that number is seems small it can quickly
turn into a major risk.

Journey to junk? 
Capital Economics said it had identified a “BBB

bulge” in the US and eurozone corporate bond mar-

kets comprising just over half of all new investment
grade bonds over the past three years.  BBB is the
lowest investment-grade rating. When firms drop
below this into “junk” territory they face higher
borrowing costs as many investment funds are limit-
ed to buying only investment-grade bonds.

A virus-induced recession or a surge in borrow-
ing costs, or both, could trigger bond ratings agen-
cies downgrade many of these bonds into junk sta-
tus. “The greater the virus-related disruption, the
closer we will get to this tipping-point” with the
virus acting as a “trigger”, warned Capital
Economics. The OECD estimates that if a financial
shock arrived comparable to 2008 then $500 billion
worth of corporate debt would migrate to junk-rat-
ed levels inside 12 months.

Zombies and other struggling firms would then
come under intense pressure to lower their debt
through job cuts and salary freezes, as well as cut-
backs on investment.

But “this then hits demand, which in turn prolongs
downturns which weighs on profitability, making fur-
ther deleveraging more likely” in what becomes a
vicious circle, said Capital Economics. Such an
impact on the wider economy is what economists
call second-round shocks and can cause a longer
and deeper crisis than the original upheaval. “We are
at the eye of the storm,” said Vincent Marioni,
European director for investments in Europe with
Allianz global investment management firm.

Central banks to the rescue 
“The important thing over the coming two

months is to maintain the liquidity of firms and
ensure that a liquidity crisis does not morph into an
insolvency crisis,” says Florence Barjou, head of
multi-asset investment with Lyxor AM. While cen-
tral banks including the US Federal Reserve have
lowered interest rates, they have also undertaken
steps to ensure the credit taps remain open.

The European Central Bank unveiled a number of
such so-called targeted measures after its meeting
on Thursday. In particular it lowered the rate on
funds it makes available to banks to pass onto com-
panies, and in certain cases it will be paying banks
to lend on the funds.

The ECB, which supervises large eurozone
banks, also said it would allow them to temporari-
ly lower capital buffers and use additional types
of assets.

“Banks will see a weakening of their loan book
quality as the effects of the virus will reduce global
travel and factory output, and dampen domestic
demand in Europe,” said Bernhard Held, VP senior
credit officer for Moody’s Investors Service. “The
outbreak adds to late-cycle risks associated with
weakening economic prospects across the region as
reflected in our negative outlook for the European
banks.” Allianz’s Marioni noted that in the United
States a large chunk of corporate debt is directly
linked to the oil sector. —AFP

Amid signs that banks and investors have already
retrenched their lending, central banks are trying to
ensure that the flow of credit to businesses remains
open. —AFP


