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TOKYO: After more than three centuries in business,
the Onuma department store in northern Japanese
city of Yamagata began bankruptcy proceedings this
year - one of many distinguished department stores
across the country in dire straits. Known for fancy
food halls, luxury items, impeccable service and, in
their heyday, rooftop attractions to entertain families,
Japan’s department stores have been in a long slow
decline as shopping habits change.

Now the coronavirus pandemic, just as it has
forced US retailers such as Lord & Taylor and Neiman
Marcus into bankruptcy, is hammering nails into
coffins for some - particularly those in regional areas.

Last month, 146-year-old Nakago closed the
doors of its last remaining store in Fukushima city,
also in the north, while Izutsuya Co Ltd, a chain in the
southern city of Kita Kyushu, shuttered one of its two
main stores. “Everyone agrees it’s very disappointing,
but the truth is that people haven’t been shopping at
these stores lately,” said Shuhei Yamashita, a retail
consultant who hopes to buy the Onuma department
store from creditors and turn it around.

This year, with consumers wary of shopping and
tourism decimated amid the pandemic, sales have
plunged. Industry sales dropped by a fifth in July
from a year earlier and policymakers fear more store
closures and bankruptcies are inevitable.

Even before this year’s woes, Japanese depart-
ment stores have struggled to stay relevant, selling
items such as $10,000 kimonos and posh tableware
to maintain their cachet even as consumer tastes
have turned towards more informal items. At the
same time, consumers have taken much of their shop-
ping online. Both industry-wide sales and store num-
bers have tumbled 30 percent since 1999. Some of
the country’s 203 department stores have also drasti-
cally shrunk floor space by bringing in other tenants.

Big national chains and stores in major cities

haven’t been immune. Isetan Mitsukoshi Holdings
Ltd, for example, has closed several stores over the
past decade and said in March it would close a
Mitsukoshi store in downtown Tokyo next year.
However, it is the prospects for regional stores and
the implications for their local economies - already
wracked by decades of deflation, anaemic growth
and an exodus of young people searching for better
jobs - which are causing the most concern.
Policymakers fret store failures may sow seeds of
crisis, exacerbating pain felt throughout a local
economy to the point that beleaguered regional
lenders will not be able to cope with increases in
non-performing loans.

“Closures will weigh on property prices, jobs and
many other aspects of an already weakening
regional economy,” said a government official with
expertise in regional finance, speaking on condition
of anonymity.

Japan’s Chief Cabinet Secretary Yoshihide Suga,
the frontrunner to become the country’s new prime
minister this month, has made revitalizing regional
economies a key policy priority. But whether any of
the government’s pledge of $2.2 trillion in stimulus
for pandemic-hit companies finds its way to depart-
ment stores remains an open question with some
government officials and politicians privately saying
that the money needs to be funnelled towards more
viable industries.

Everything has changed
In Yamagata, the future of the Onuma depart-

ment store remains unclear. Although Yamashita’s
company is keen to keep the store going, creditors
could opt to sell to a higher-paying bidder. Some
locals seem resigned to Onuma’s failure, saying it
had failed to keep up with changing lifestyles
including the rise of online retailers and faster

transport links to bigger cities. “Infrastructure,
transportation, lifestyles, information, culture, values
- everything has changed,” Takashi Inoue, president
of a metal processing company in Yamagata, wrote
in a blog as he lamented Onuma’s bankruptcy.

For now, Yamashita’s company is helping to keep
the store open through the end of September,
although the food hall is closed and shoppers are

limited to browsing for deals among household
items and clothes he has gathered from various
warehouses. Still, Yamashita isn’t giving up hope
that creditors will be convinced by his plans to
revamp the store.

“It’s a place people once loved,” he said. “It will
be a shame if it becomes just another high-rise
development.” — Reuters
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Fed’s strategy 
shift to bind big 
central banks 
FRANKFURT: The US Federal Reserve’s land-
mark shift to a more tolerant stance on inflation
will be a drag on the dollar for years and will raise
hard questions about the role of central banking,
challenging policymakers from Frankfurt to Tokyo.
On the face of it, the Fed’s policy tweak, unveiled
on Aug. 27, appears tailored to giving the US
economy a shot in the arm. A shift to average
inflation targeting lets the Fed overshoot its target
after downturns, indicating that rate hikes will
come later and the jobs market will be allowed to
run hotter, a boon to low-income families.

But this creates two headaches for global cen-
tral banks. Such a reinterpretation of the Fed’s man-
date could be seen as a foray into social policy, a
vital precedent for others as they reexamine their
own roles after years of unconventional moves that
already impact wealth and income distribution.

The second, more immediate concern will be
the dollar’s weakness, which hurts exporters
from Europe to Asia. This is bound to feature
prominently at the European Central Bank’s pol-
icy meeting on Thursday, as a strong euro will
make it more difficult for exporting nations in
the euro zone to climb out of their deepest
recession in living memory. Countries like
Germany and France, or Japan, traditionally gen-
erate growth from net exports, which take a hit
when their currencies firm. And this firming
merely compounds their problem as trade wars
between the United States and some of its key
trade partners are already weighing on exports.

The dollar has already weakened by over 10
percent against a basket of currencies since
mid-March to a more than two-year low,
prompting ECB chief economist Philip Lane to
warn last week that the exchange rate mattered,
even if the ECB didn’t target it.

“If there are forces moving the euro/dollar
rate around, that feeds into our global and
European forecasts and our monetary policy
setting,” Lane said. Indeed, some economists
say that the current exchange rate could already
deduct 0.2 percent-0.4 percent from euro zone
growth and analysts polled by Reuters see more
dollar weakness.

Normally this would not be too difficult to
counter but the ECB and the Bank of Japan are
both close to the limits of ultra-easy policy. Both
have cut rates into negative territory and yields
are already negative for much of the curve. Both
banks also face some domestic opposition to
more easing, making further moves politically
complicated. “If the Fed is going to be late in
raising interest rates, that would put upward
pressure on the yen against the dollar,” said
Hideo Kumano, a former BOJ official who is cur-
rently chief economist at Dai-ichi Life Research
Institute. “As long as Fed policy makes it harder
for the dollar to rise, the BOJ will have to worry
about potential yen rises that needs a policy
response including a deepening of negative
interest rates,” he said. — Reuters

CBK publishes 
annual report for 
fiscal year 2019/20
KUWAIT: Governor of the Central Bank of Kuwait
(CBK) Dr Mohammad Y Al-Hashel, announced the
publication of CBK’s 48th Annual Report for Fiscal
Year (FY) 2019/20, including the audited financial
statements (the Balance Sheet and Profit and Loss
Account) of the CBK for the FY ended 31st March
2020. The report also comprises the key develop-
ments in the main monetary aggregates and bank-
ing indicators, the Kuwaiti dinar (KD) exchange
rate, domestic interest rates, money supply,
deposits, bank credit, domestic liquidity, public
debt instruments, aggregate balance sheet of local
banks, and domestic inflation rate. Furthermore, the
report encompasses CBK’s regulatory and supervi-
sory efforts for said year, as well as major banking
operations and key tasks performed by CBK to
enhance staff performance and upgrade its IT
infrastructure.

The governor began by clarifying that, in light of
developments in the domestic economic, monetary,
and banking conditions on the one hand, and inter-
est rates trends of major currencies on the other,
CBK brought the discount rate down three times,
first by a quarter of a percentage point on 30th
October 2019 bringing it from 3 percent to 2.75
percent. In response to the repercussions of the
spread of COVID-19 and the negative impact on
the economic conditions in Kuwait and the appar-
ent need for an accommodative credit policy, the
CBK brought down the discount rate by another
quarter percentage point on 4th March, and again
by a full percentage point on 16th March, bringing
the discount rate to 1.5 percent, the lowest level
historically. This decision conforms to CBK’s efforts
to strengthen sustainable local economic growth,
while maintaining the attractiveness and competi-
tiveness of the national currency as a store of
domestic savings, driving the local banking and
financial units to finance different sectors of the
national economy.

Dinar stability
In parallel, CBK, during FY 2019/20, continued

its efforts aimed to maintain a relative stability of
the Kuwaiti dinar exchange rate against other
major world currencies within its system of peg-
ging the KD to a special weighted basket of cur-
rencies of countries that share significant financial
and trade relations with the State of Kuwait. The
average exchange rate of the US dollar against the
KD for FY 2019/20 reached 304.034 fils (per US
dollar) against 302.743 fils during the previous fis-
cal year, i.e. an increase of 0.43 percent or 1.29 fils
in the US dollar’s exchange rate. The difference
between the highest exchange rate of the US dollar
(309.9 fils) and its lowest exchange rate (302.9 fils)
for FY 2019/20 was 2.3 percent.

With respect to monetary and banking develop-
ments, Money Supply in its Broad Definition (M2)
decreased by 2.4 percent by the end of FY
2019/20. The balances of the utilized cash portion
of credit facilities extended by local banks to vari-
ous economic sectors during the fiscal year
increased by 4.4 percent to KD 39,079.6 million
against KD 37,420.8 million at the end of the previ-
ous year. Furthermore, the total balance of resi-

dents’ deposits with local
banks increased by 0.7
percent to reach KD
43,457.4 million by the
end of FY 2019/20
against KD 43,169.7 mil-
lion at the end of the pre-
vious fiscal year. A hike
in the aggregate balance
sheet for local banks (at
the domestic level) was
registered by the end of
FY 2019/20 reaching KD
72,774.0 million against
the previous year’s KD

67,431.4 million, which is a 7.9 percent increase.
Moving on to supervisory developments, the

Governor noted that the CBK had maintained dili-
gent efforts to supervise and regulate the units of
the local financial and banking sector, within its
broader objective of bolstering these units’ finan-
cial position and safeguarding financial stability in
line with international standards. In this respect,
CBK issued a circular to all local banks on
14/5/2019 updating its Anti-Money Laundering
(AML) and Combatting the Financing of Terrorism
(CFT) previously issued on 23/7/2013. The updated
instructions reinforce and elaborate on some
requirements relative to (AML/CFT) assuring the
compliance of regulated banking and financial
institutions. CBK issued a circular dated 28/8/2019
to all local banks, financing companies, and
exchange companies concerning the executive by-
laws for implementation of UN Security Council
resolutions issued virtue of Chapter VII of the UN
Charter related to countering terrorism and financ-
ing of the proliferation of Weapons of Mass
Destruction (WMD). Further, CBK Board of
Directors had at its 10/9/2019 session approved
the incorporation of amendments to Kuwaiti banks
governance controls and regulations instructions,
mainly adding independent members among banks’
boards and board committees. The amendments
also stressed the importance of risk management
governance and the role and responsibilities of the
board, and added an item on the compliance
framework within banks’ macro risk management.

Pandemic impact
Part of the precautions and measures aiming to

counter the repercussions of the COVID-19 pan-
demic, CBK had on 12/3/2020 instructed local
banks, through the Kuwait Banking Association, to
provide uninterrupted essential financial services to
the public, and to provide all necessary means to
guarantee that transactions are carried out with the
customary speed, efficiency, and security.
Additionally, banks were instructed to maintain
ATMs and replenish them with sufficient cash sup-
ply to accommodate the public’s needs. There were
also instructions to guarantee continued and unin-
terrupted online banking services and points of
sale, and to cease charges and commissions on PoS,
ATM, and online banking transactions for six
months. Clients whose businesses were adversely
affected by the current crisis were supported.
Additionally, staff working from banks’ premises
and branches during lock-down were compensated
financially in appreciation for their work. This was
in addition to instructions to delay due payments
for six months without penalizing those negatively
impacted by the pandemic, and to continue to pro-
vide banking services to companies that import
essential goods that are related to food security
and basic society needs.

Capacity building
In the area of capacity building, CBK had

1,003 staff by end of the fiscal year, including 920
Kuwaitis who account for 91.7 percent of overall
staff, compared to 963 including 867 Kuwaitis at
90 percent the previous year. The bank contin-
ued its efforts to enhance staff’s academic and
vocational qualifications through offering higher-
education scholarships at prestigious internation-
al universities and training programs locally and
abroad. This both enhances CBK staff perform-
ance and helps retain distinguished staff and, ulti-
mately, reinforces CBK’s overall performance.

On another front, CBK sought to upgrade its
information technology infrastructure in line
with the latest international developments in this
field, which involved technical systems in several
CBK departments and offices. The Bank had
thereby accomplished several development
projects, most significant of which are the gov-
ernmental banking services system, the Kuwait
National Payment System (KNPS), the data and
reports analysis system, and updating SWIFT.
CBK also developed several automated pro-
grams and systems.

The CBK meanwhile maintained its communi-
cations efforts with the Kuwaiti economic and
financial community and society in general, which
were enhanced to keep pace with the accelerat-
ing development in media, publication, and infor-
mation technology. The Bank had, in FY 2019/20,
drafted and implemented a communications plan
which highlights CBK’s efforts and contributions
within the main areas of its mandate in monetary
policy and banking supervision and oversight,
which are aimed at safeguarding the state’s
monetary stability, supporting an environment
that nurtures sustainable economic growth and
further buttresses financial stability. Along these
lines, the bank issued a series of periodicals in
FY 2019/20 which included the latest economic,
monetary, banking data and statistics and also,
simultaneously, improved the content on its
website, regularly updating it objectively and
transparently.

Dr Mohammad 
Y Al-Hashel

TOKYO: Japan’s department stores have been in a long slow decline as shopping habits change. — AFP


