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NBK Economic Update

KUWAIT: Ahli United Bank K S C P announced
its results for the first three months of this year
ended March 31, 2021, achieving a net profit of
KD 11.1 million compared to KD 15.3 million in
net profits recorded for the same period last
year, with a decline of 27.5 percent due to higher
provisions in 1Q 2021 and a non-recurring capital
gains on securities booked during 1Q 2020. 

The Bank a lso recorded tota l  operat ing
income of KD 24.6 million in 1Q 2021 (KD 29.1
mi l l ion in  1Q 2020) . Shareholders ’  equity
increased by 2.5 percent to reach KD 453.7 mil-
lion at the end of March 2021, higher than KD
442.6 million recorded as on 31 December 2020. 

In addition, AUB maintained good capital ade-
quacy ratios of 15.7 percent as of March 31, 2021
which is comfortably higher than the CBK current
minimum required ratio, which enhances the
opportunities for future expansions in credit
facilities and operations. As of March 31, 2021, the
Bank’s return on average equity (ROAE) recorded
9.9 percent and return on average assets (ROAA)
recorded 1 percent. Earnings per share recorded
5.7 fils per share in 1Q 2021 (7.9 fils in 1Q 2020). 

Commenting on the results for the first quarter
of 2021, Dr Anwar Al-Mudhaf, Chairman of Ahli
United Bank said, we are continuing the journey
of  the chal lenge against  repercussions of
COVID-19 pandemic with an optimistic outlook,
relying on a well-thought-out action plan to
manage this crisis and our full readiness to deal
with any possible changes in light of the ongoing

impacts of the pandemic worldwide and to return
to impose some lockdown measures.

He added: AUB managed to end the first quar-
ter of the fiscal year 2021 with a solid balance
sheet and was able to maintain the higher quality
of our assets during this critical times. This is
attributed to our resilient business strategy, the
sound financial footing and the prudent strategy
on which we are re lying. Undoubtedly, the
exceptional efforts that we see from various state
institutions to vaccinate against COVID-19 boost
our optimism and hope for the approaching
return of economic activities to operate at full
capacity and the return of normal life. 

However, I would like to mention that our
keenness to set aside more hedging provisions to
support the Bank’s financial position and to con-
tinue adopting a conservative approach in risk
management is not conflicting with our optimistic
outlook but adds a realistic basis of work and
perseverance. Dr Al-Mudhaf emphasized the
AUB’s commitment to implementing solid rules of
governance and its continued efforts in support-
ing various segments of society under these cir-
cumstances through its ambitious CSR program.

Dr Al-Mudhaf  expressed his  thanks and
appreciation to the Bank’s shareholders for their
support and backing to the Bank under these
exceptional circumstances, and also extended
appreciation to the Bank’s customers for their
lasting loyalty, trust and interaction with the new
services provided by the bank that are more

convenient to life variables, especially digital
banking services with their capabilities and
resilience in meeting their needs and aspirations.

Dr Al-Mudhaf also expressed sincere grati-
tude to the Central Bank of Kuwait, and all regu-
latory, health and security authorities for their
efforts in facing COVID-19 pandemic and deal-
ing with i ts  repercussions. Dr Al-Mudhaf
expressed his thanks and appreciation to the
Bank’s staff for their sincere efforts, stressing
that AUB is greatly proud of its human wealth
which is the main pillar for the Bank’s continued
success and progress.

Commenting on the Bank’s financial perform-
ance in the first quarter, Jehad Al-Humaidhi,
Acting Chief Executive Officer of Ahli United
Bank said: “We have ended the first quarter of
2021 at a growth in all business lines while tight-
ening control over operating expenses, and at the
same time we use caution due to the continuing
challenges posed by the current situation on the
back of COVID-19 pandemic, so we have taken
the necessary steps, including strengthening the
provisions, and with all these factors, the bank
managed to achieve a net profit of KD 11.1 million.

Al-Humaidhi pointed out that AUB focuses its
efforts to accelerate the digital transformation
process, being an irreplaceable strategic option,
not only to ensure the continuing provision of the
best services to the Bank’s customers under the
pandemic situation, the requirements of social
distancing and the necessity of providing services

to customers by using technological and digital
means, but also because it is the future of bank-
ing services the world is heading to in light of the
digital banking revolution, with its unmatched
added value for customers in resilience, conven-
ience, and saving time and effort. 

At the same time, AUB is continuing to devel-
op its branches and equip them with the best
amenities to receive customers with a commit-
ment to apply the necessary precautionary
measures to protect both employees and cus-
tomers. Al-Humaidhi concluded by extending
thanks and appreciation to the Management and
the employees of the Bank for their dedication
and cooperation which has assisted in overcom-
ing the implication of this pandemic

Restoring our planet 
through intelligent 
digital transformation
By Lisa Johnston 

KUWAIT: Last year, global
emissions fell by 17 percent and
vibrations caused by human
activity decreased by 50 per-
cent. Yet within months, activity
has returned close to original
levels. While the pandemic
enforced a temporary pause in
activities, the start of 2021 has
seen momentum building with
renewed will to drive innovation
towards a more permanent reset
in priorities. This April’s Earth Day, President Biden
brought world leaders together to galvanize climate
change efforts in the inaugural Leaders’ Summit on
Climate. The G7 meeting in June similarly has the pandem-
ic and climate change top of the agenda. And COP26 in
Glasgow is focused on accelerating action towards the
Paris Agreement goals. Sustainability has never been high-
er on the policy and corporate agenda. 

Translating principles into action
With solutions spanning the engineering and opera-

tions lifecycles, we are well positioned to support sustain-
able digital transformation. Our software is already help-
ing customers increase energy efficiency, minimize nox-
ious emissions and optimize the use of valuable natural
resources and we’re proud to be advancing sustainable
development across diverse sectors. 

We believe that a principled approach to people, the
planet and profits go hand-in-hand. We have recently
joined the United Nations Global Compact and Business for
Social Responsibility. Partnering with them and taking guid-
ance from our customers, we are working to align our strat-
egy and operations with universal principles on human
rights, labor, environment and anti-corruption. In listening
to our customers, there are four recurring areas driving
their sustainability efforts where our software has a key role
to play: tackling climate change, the need to boost circulari-
ty, the energy transition to renewables, and the drive for
enhanced transparency and traceability in operations and
supply chains. We are committed to helping industries drive
sustainability in those areas while also striving to exemplify
sustainable business practices within our operations.

Our footprint - and our handprint
We are committed to measuring and reporting on our

environmental stewardship efforts for our operations as
well as the impact that our technology solutions can have
on our customers’ environmental performance. We frame
these concepts as the “prints” we leave behind on the
world - our footprint and our handprint. 

We recently conducted a detailed assessment to deter-
mine the Environment, Social and Governance (ESG) issues
that are most material to our business as a prelude to set-
ting a comprehensive set of goals. We have also conducted
a review of our GHG emissions, which we have reported
publicly for several years, in order to set a baseline year for
company-wide reductions targets in preparation of making
a credible net zero commitment. Alongside the steps we
are taking to reduce the environmental footprint of our
operations, we are accelerating our efforts to grow our
handprint, which is how our software can enable and drive
sustainability within the industries we serve. In fact, it is
through our technology handprint that we believe was
have the biggest opportunity to have a truly global impact.

Most sustainability challenges demand collective action,
new technology and scalable solutions to help accelerate
progress. A PWC survey recently identified that technology
like ours can directly impact over 70 of the UN Sustainable
Development targets. For example, by providing real-time
energy data and predictive analytics that support improved
operational efficiency, we can help hundreds if not thou-
sands of our customers to reduce their carbon footprints.
We are currently working closely with our customers to
demonstrate the value we can bring to their businesses and
are proud to be working with some of the world’s most sus-
tainable companies - including Danone, Neste and
Schneider Electric.

NOTE: Lisa Johnston is the Chief Marketing and
Sustainability Officer, AVEVA

Ahli United Bank reports KD 11.1m 
net profit for first quarter of 2021

Global yields 
extend rally on 
recovery optimism
KUWAIT: Global sovereign bond yields extended their
rally in 1Q20, led by US treasuries with the 10-year note
reaching a 15-month high at the end of March. The
uptrend in yields was supported by the rollout of vac-
cines, an improving US macroeconomic backdrop and
continued stimulus measures, thereby boosting opti-
mism for an economic recovery and promoting a risk-on
stance by investors who continued to pile into riskier
asset classes including equities. 

The higher yields were also helped by rising inflation
expectations as private spending picks up in line with
the improved sentiment. Meanwhile, GCC yields tracked
their global counterparts higher on recovery optimism
and vaccine rollouts. GCC sovereign debt issuance
could moderate in 2021 from the elevated offerings of
2020 as the need for financing eases due to higher oil
prices and consolidation efforts, though we still expect
issuance to remain relatively robust on continued budg-
et deficits and relatively low yields. In 1Q21, GCC debt
issuance totaled $27.7 billion, up 108 percent y/y, led by
Saudi sovereign offerings.

Global yields surge in 1Q21 on improving outlook
An improving virus scene thanks to the rollout of

vaccines, coupled with ongoing stimulus support,
stronger macroeconomic data and the easing of restric-
tions, has bolstered sentiment and led to a selloff in
bonds, lifting yields in several cases to pre-pandemic
levels. This follows the sharp declines seen in 2020 as
sentiment weakened in the wake of the coronavirus and
its adverse effect on global economic growth. 

Gains in benchmark yields during 1Q21 were led by
the US 10-year treasury, which reached a 15-month
high of 1.75 percent on March 31st (+83 bps q/q)
before easing notably in Mid-April on a surge in treas-
ury bond purchasing, coupled with reassurances by the
Fed that policy will remain accomodative and that the
recent surge in inflation is transitory given the ongoing
slack in the labor market. 

European yields, previously weighed down by the
risk of a double-dip recession due to the spread of a
new wave of covid-19, also rose in line with US treas-
uries, supported by higher inflation and hopes of a
strong economic recovery in the second half of the
year as the virus is reigned in. German Bunds and UK
Gilts gained 65 and 28 bps q/q, respectively, while the
Japanese 10-year yield rose by a lower 7 bps q/q, typ-
ically remaining near the 0 percent target mandated by
the Bank of Japan.

Looking ahead, a sustained rise in yields will
depend on the strength of the economic recovery
which in turn depends on the extent to which the pan-
demic is controlled - an uncertain prospect given the
emergence of new strains and still high infection rates
in various parts of the world. Additional fiscal stimulus
measures by the US government will likely drive yields
higher as well as the expected easing of travel restric-

tions in 2H21 as vaccine rollouts continue to progress.
On the other hand, assurances by the Fed that policy
will remain accommodative and their view that the
higher inflation will be transitory, will likely help to
keep potential yield gains in check.

GCC yields track global peers higher in 1Q21
GCC medium term sovereign bond yields mostly

tracked their global counterparts higher as the global
economic and virus outlook improved. Though higher
GCC yields are usually a characteristic of deteriorating
economic conditions and weaker credit worthiness, the
surge in yields in this case was largely influenced by
higher global bond yields. Macroeconomic conditions in
the GCC, in fact, saw a gradual improvement over the
quarter, in line with higher oil prices, vaccination cam-
paigns and better overall sentiment, reflected by a broad
downtrend in credit default swap rates. 

Yield increases, ranging from 44 to 58 bps, were
observed in all GCC member states, except for Oman,
where yields fell by 28 bps (charts 2 & 4). Oman, typi-
cally the highest yielding GCC sovereign due to its
much lower sovereign credit rating (B+ “non-invest-
ment” grade by S&P) and higher risk profile, had a
much greater margin for yield declines in line with the
improving economic and virus conditions. 

A strong appetite by global investors for higher
yields (in a still relatively low global yield environment),
likely kept demand for Omani debt high, pressuring
yields lower. With that said, further yield declines in
Oman will likely be capped by ongoing fiscal challenges
and a weak sovereign rating, risks which investors will
continue to demand a higher yield for. 

In the near to medium-term, GCC yield prospects
will continue to depend on the regional/global econom-
ic recovery, direction of global yields, virus containment
backdrop, in addition to oil prices. Specifically on
Kuwait, a continued lack of much needed reforms, and a
persistent and growing fiscal deficit could raise the
future cost of borrowing on fears of further credit rating
downgrades.

GCC issuances to ease but remain 
strong on continued financing needs

Following the high level of issuances in 2020,
exceeding $100 billion and roughly in line with 2019
levels, the first quarter of 2021 saw the issuance of
about $28 billion, dominated by sovereign paper and
led by Saudi Arabia with $10.5 billion issued, bringing
the total GCC outstanding debt to around $600 billion
as of the end of the quarter. The strong level of
issuances was driven by the ongoing need to finance
the budget deficits, encouraged also by a relatively low
cost of borrowing. 

We expect GCC issuances to remain robust in 2021
to plug continuing deficits, but may ease relative to
2020 in line with higher oil prices, restrained govern-
ment spending, and recovering economic activity.
Further, given that interest rates remain low, it may be
more prudent for GCC countries to resort to borrowing,
rather than drawing down reserves, which are presum-
ably generating higher rates of return. Passing the debt
law in Kuwait would lead to an increase in total regional
issuance. However, the timing of approval of the debt
law remains uncertain at this time, awaiting an agree-
ment between the parliament and the Cabinet.

Bahrain-GCC trade 
in Q1 2021 hits 
US$1.76 billion
MANAMA: The total value of trade between the
GCC and Bahrain in Q1 2021 reached US$1.76 billion,
a rise of 6 percent compared to the same period last
year, according to the latest figures released by
Bahrain’s eGovernment and Information Authority.
Accounting for more than a third of this figure, non-
oil bilateral trade between the UAE and Bahrain in
Q1 2021 increased by 15 percent from Q1 2020 to
US$ 639 million. 

Meanwhile, trade between Saudi and Bahrain
accounted for 45 percent of the total Bahrain-
GCC trade, at US$789 mil l ion. Trade between

Oman and Bahrain increased by 27 percent to
US$230 million in the same period. Oman was fol-
lowed by Kuwait, which recorded US$98 million in
bilateral trade in Q1 2021. 

Discussing the trade figures, Ali Al-Mudaifa,
Executive Director of Bahrain’s Economic
Development Board said: “The fact that Bahrain’s
trade with the GCC continues to grow strongly
reflects the resilience of Bahrain’s supply chains.
Bahrain offers the region’s best value operating
costs, great connectivity, and advanced logistics
infrastructure. Throughout 2020 and into 2021,
Bahrain has been working closely with public and
private sector partners to find creative solutions to
keep business flowing across our borders.”

Some of the biggest exports to the UAE, aside
from iron ore and aluminum products, included
cheese and biscuits manufactured in Bahrain’s state
of the art mega factories. Within the region, Bahrain
is rapidly emerging as an FMCG leader, with global

FMCG giants l ike Arla,
Mondelez , Kimberly
Clark and Reckit t
Benckiser selecting the
Kingdom as their region-
al  manufactur ing base
and distribution hub.

The value of global
imports increased by 4
percent, reaching
US$3.52 billion during the
first  quarter of 2021.
Exports of nationally pro-
duced products from
Bahrain increased by 18
percent, reaching
US$1.811 billion. The manufacturing sector is a key
driver of the Kingdom’s economic diversification and
a significant and consistent contributor to Bahrain’s
economy accounting for 14.5 percent of the GDP.
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