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KUWAIT: Global financial markets experienced a
mixed month to late July, digesting a combination
of strong but softening economic data, inflation
worries, expectations of tighter monetary policy, a
tech crackdown in China and of course ongoing
virus-linked uncertainty including the worrying
spread of the more infectious Delta strain.
Benchmark 10-year US treasury yields for exam-
ple sank to near five-month lows (1.23 percent) but
equity markets outside China (-6 percent) were
mostly higher. In its July update, the IMF offered a
reminder that pandemic pressures have by no
means disappeared. It left its global growth pro-
jection for 2021 unchanged from April at 6 per-
cent, but upgraded advanced economies (5.6 per-
cent) and downgraded emerging markets (6.3 per-
cent) partly reflecting divergences in policy sup-
port and vaccine access that will see the pandemic
persist in many poorer countries for some time.
Meanwhile, despite a temporary mid-July sell-off,
Brent oil prices remained well above $70/bbl in
late July as markets factored in a continued recov-
ery in global demand plus an agreement by
OPEC+ to only gradually ease earlier steep pro-
duction cuts by the end of next year.

US data still strong 
US economic data remains broadly strong, but

there are signs that the recovery momentum is
slowing amid supply shortages, rising prices (see
below) and a renewed surge in Delta variant virus
cases that has triggered some tighter health pre-
cautions. GDP in Q2 grew at a robust but softer-
than-expected annualized 6.5 percent pace, up
from 6.3 percent in Q1 as pent-up demand aided
by reopening and a rebound in consumer confi-
dence boosted household spending. But the PMI
fell to 59.7 in July - a four-month low though still
consistent with strong growth. And the sluggish
labor market recovery continues to provide some
cause for concern: new jobless claims hit a 9-week
high in mid-July, but the underlying situation
remains difficult to interpret due to temporary
government support policies and potential short-
term frictions from changing patterns of demand.  

The Federal Reserve as expected left policy on
hold in late July, though conceded that the eco-
nomic recovery was making progress and that a
tapering of its $120 billion per month bond pur-
chases could be on the way in coming months.
Chairman Jay Powell continued to play down infla-
tion worries, despite CPI inflation surging to 5.4
percent y/y in June and the core rate hitting a 30-
year high of 4.5 percent - both overshooting mar-
ket expectations. 

And indeed, much of the current rise has been
driven by potentially temporary factors including
energy (+25 percent in June, linked to rising oil
prices), used cars (+45 percent, linked to the chip
shortage affecting new car production), and air
fares (+25 percent, lifted by a jump in travel
demand) - all consistent with the bank’s ‘transitory’
inflation thesis. But the longer that even temporary
or sector-specific price pressures persist, the
greater the risk that they begin to feed through to
other parts of the economy. Moreover, given the
bank’s new policy framework which targets infla-
tion running hot for a while, the chances of the Fed
mistakenly accommodating a more durable shift in
inflationary pressures have undoubtedly risen. 

Eurozone recovery proceeds 
Economic activity in the eurozone is catching

up with the US, though the recent climb in Delta
variant cases is starting to cause some concern
especially given the potential impact on the sum-
mer tourist season. GDP growth in 2Q21 was
stronger than expected at 2.0 percent q/q - actu-
ally faster than in the US, although output remains
3 percent below pre-pandemic levels. While
growth in principle has scope to accelerate given
the scale of the previous recession, a large virus
wave that triggers either fresh restrictions or more
precautionary behavior could eat into the rebound
anticipated for H2. The flash composite PMI hit a
21-year high of 60.6 in July including a climb to
60.4 for services, as earlier reopening measures
led to a surge in demand and boosted hiring.
However, given the latest virus trends this could
represent a near-term peak, and indeed firms’
optimism on the year ahead slid to its lowest since
February. 

The European Central Bank left its main policy
tools on hold as expected in July, with the deposit
rate at -0.5 percent and a PEPP asset purchase
target of Ä1.85 trillion by end-March 2022. The
meeting was the first after the bank announced a
change in its inflation target from the previous
‘close to but below 2 percent’ to a symmetric 2
percent objective. 

The adoption of a slightly higher inflation tar-
get in principle affords scope for the bank to
loosen policy further, though in practice with poli-
cy already highly accommodative the scope to do
so in the near term was somewhat limited. The
bank did however set out new forward guidance,
announcing that inflation would have to reach its
target ‘well ahead’ of the end of its 3-year forecast
horizon before interest rates could rise. With infla-
tion currently projected by the bank to reach 2
percent by 2024 at the earliest, this means that the
first hike in interest rates may not occur until the
second half of the decade. 

In the UK, with 70 percent of all adults now ful-
ly vaccinated the government lifted many virus-
related restrictions on July 19th, despite a surge in
(Delta variant-led) infections close to the peak
levels recorded in January - although these have
since receded. Economic activity should benefit,
though ongoing voluntary precautions, work
absences caused by the still-present contact-trac-
ing scheme and a potential lagged climb in infec-
tions triggered by the reopening may yet weigh on
a full economic recovery. 

GDP rose 0.8 percent m/m in May and could
rise by a very strong 5 percent q/q in 2Q21 overall,
but would remain 4 percent below pre-crisis lev-
els. Meanwhile, inflation jumped to an above-tar-
get 2.5 percent y/y in June. While some members
of the Bank of England’s Monetary Policy
Committee are signaling growing concern over ris-
ing prices, a scaling back of the bank’s QE pro-
gram is likely to wait until the impact of the end to
the government’s furlough program in September
is more evident. 

Japan’s economy strained 
Japan’s economy is struggling to shake off the

drag from the pandemic after the government
imposed “quasi-emergency” measures in Tokyo
and other major cities to limit the spread of the
disease amid an increase in infections: country-
wide case numbers doubled in the week to July 27,
with 7,619 new infections reported. Only about 23
percent of Japan’s population has been fully inocu-
lated amid a much slower than anticipated vacci-
nation drive. The delayed Olympics began in mid-
July amid extensive precautionary measures
including no spectators (and much public opposi-
tion) and in the circumstances the economic boost
from the games is likely to be limited. 

GDP fell by 1.0 percent q/q in Q1 and although
may have risen 0.4 percent in Q2, growth remains
under some pressure. The flash composite PMI for
July fell to 47.7 from June’s already soft 48.9, with
services at just 46.4 as restrictions to curb the
virus remained in place throughout the month.
More encouragingly, exports rose 49 percent y/y
in June, the fourth straight month of double-digit
gains and supporting hopes for an export-led
recovery, although still skewed by a base effect
from pandemic-induced weakness last year.
Meanwhile, in its monthly economic report for July,
the government kept its overall  assessment
unchanged from June with ongoing pandemic
pressures likely to continue to cause disruptions in
economic activity until the latest wave of infec-
tions passes and restrictions are lifted. 

Chinese growth moderates
In China, amid renewed concerns over the pan-

demic situation, the reintroduction of travel
restrictions in some provinces, and worries over
the business impact of surging commodity prices
and supply chain disruptions, recent data have
revealed further signs of a moderating economic
recovery. With a rise of 1.3 percent q/q, GDP rose

7.9 percent y/y in 2Q21 after a record of 18.3 per-
cent in the previous quarter, and below expecta-
tions of 8.1 percent. (Chart 3.) In addition, retail
sales growth decelerated in June to its weakest
since December (+12.1 percent y/y), while
Industrial output rose 8.3 percent y/y, the lowest
rate in 6 months but above market forecasts, as
consumption and production moderated during
the latest COVID outbreaks.

Meanwhile, the central bank decided to cut the
required reserve ratio (RRR) by 0.5 percentage
points from July 15. This decision is expected to
release long-term capital of about 1 trillion yuan
($154.4 billion) to help consolidate the economic
recovery. The surprise RRR cut has fueled specu-
lation about further monetary easing; however, the
central bank kept policy rates steady for the 15th
consecutive month at its July 20 meeting. The reg-
ulatory authorities have also caused international
consternation with the ongoing crackdown on
some private education and also larger technology
firms, whose market valuations have suffered, and
which may result in overseas investors attaching
greater risk to Chinese assets.

In India, following the severe virus surge that
pushed new infections to above 400,000 per day
in May, cases have since declined considerably to
around 38,000 as of late July and the (first dose)
vaccination rate has progressed to 25 percent of
the population. These developments are a promis-
ing sign that the economic recovery that started
early in the year could regain traction. Various
indicators still pointed to weakness in June, such
as reported wage cuts and continued job shed-
ding, and weak demand, reflected in the composite
PMI, which fell further into contraction to 43.1
from 48.1 in May. In view of these negative devel-
opments, the IMF in July slashed India’s GDP
growth projection for FY2021/22 to 9.5 percent
from 12.5 percent in the April estimate.

We expect forthcoming near-term data to paint
a gradually more upbeat picture, as an improved
COVID scene and easing mobility restrictions pro-
mote a pickup in confidence, employment, wages
and demand, helping to restore recovery momen-
tum. Indeed, the Refinitiv-Ipsos consumer confi-
dence index rose modestly in both June and July
signaling improved conditions. With that said,
downside risks remain due to still high inflation
(6.3 percent in June), limited policy space and high
government debt levels (around 89 percent of
GDP in 2020 according to the IMF), in addition to
inevitable virus uncertainty.

Fresh virus worries dent recovery 
optimism as US inflation spikes 

Burgan Bank ends
its virtual holistic 
banker program
KUWAIT: In line with the Bank’s long-
term strategy focused on investing in its
human capital to empower and promote
the development of the bank’s talents and
support the emergence of world-class
banking leaders, Burgan Bank concluded
the Virtual Holistic Banker Program that
was launched in its initial face to face
version in February 2020. 

It also falls under Burgan’s active
response to the CBK objective of prepar-
ing Kuwaiti banking professionals to
assume leading executive positions in the
banking sector in the future. The pro-
gram’s virtual upgraded version held in
May 2021 was attended by 38 partici-
pants from different departments with an
increasing participation and engagement
from employees and top executives alike.
The Virtual Holistic Banker Program was
designed to provide participants with the
opportunity to acquire the adequate
knowledge that supports a deeper, more
comprehensive understanding of al l
banking functions and roles as well as the
growing interconnections between the
Bank’s departments.   It also focused on
equipping them with the key tools that
add value to their current roles and
enhance their professional growth and
career advancement into senior executive
positions. 

The sessions were held in a live inter-
view style, with the participation of sev-
eral Group Chief Officers who spoke
about their experience to contribute to
building high-performing teams and
developing new learning trails in the

banking roles and functions. The program
attendees took part in the discussions
leading to enhancing their understanding
of the Bank’s activities, challenges and
achievements through the shared experi-
ences of Burgan’s senior leaders. The
program’s sessions were recorded and
uploaded on the Burgan Learning
&Talent Development Portal to be shared
with all staff in order to maximize the
impact of the Program. 

On-the-job rotations designed to max-
imize the learning and impact will follow
the program’s sessions. The 38 partici-
pants will take part in these departmental
rotations to gain a firsthand experience
through direct immersion in the division
they are appointed to according to their
career growth plan. The candidates will
be assigned a mentor and followed thor-
oughly by a talent development expert to
make sure planned and targeted objec-
tives are met. 

Commenting on this program, Group
Chief Human Resources & Development
Officer Halah El-Sherbini, said “The
Holistic Banker concept is a strategic ini-
tiative from Burgan aiming at preparing
banking professionals to fill in the future
leading senior roles in the banking sec-
tor. This l ive structured program is
designed to provide the participants with

a holistic view of the banking industry,
and to support them with the knowledge
and skills that would help them chart
their path and goals and optimize their
expertise and potential . Our aim at
Burgan is to continuously support our
employees to upgrade their skills, and
enhance their adaptability and resilience
capacities so they can be well-equipped
to navigate easily in an increasingly fast
paced work environment. We are thank-
ful to all Burgan internal speakers who
are diligently adding to this program’s
success by sharing their experiences
with growing banking leaders.” 

Ghada El-Kadi, Unit Head - Learning
& Talent Development, said “We measure
the success of our Holistic Banker
Program through the increasing number
of participants from all the bank’s divi-
sions as well as the highly motivational
impact of Burgan’s skilled speakers who
reflect our banking culture by sharing
their knowledge and experiences with the
program’s attendants.  We are thrilled to
have the support of our Group Chief
Officers from various departments, who
volunteered to participate actively in this
program. We are also thankful to all the
speakers from all levels and departments
for being continuously committed to sup-
port us in delivering the Holistic Banker
live sessions.”

The next upgraded version of the
Holistic Banker session will be held in
October to support the Bank’s plans to
pursue the program, build on its success
and magnify its impact. Relentlessly seek-
ing to invest in its employees, Burgan
Bank will continue to deliver employee-
centric trainings and programs to build
the most qualified teams and maintain its
reputation as leading financial provider
locally and regionally. 

Halah El-Sherbini Ghada El-Kadi

Eurozone recovery proceeds but Delta could weigh 

ABK greets
‘Experience the 
Change’ winners
KUWAIT: Al-Ahli Bank of Kuwait
(ABK)  announced the four winners of
the fifth salary transfer campaign
“Experience the Change”, for Al-Raed,
Prestige and Elite Salary account
holders. The draw took place on 27th
July, 2021, under the supervision of the
Ministry of Commerce and Industry. 

The winners are:
Awadh Khazaal Awadh Al-Turqi
, Meshal Mohammad Ismaeil  Al-

Sagheer, Nashir Mia Wasel Mia and
Noushad Edavana Kuni

The 6th draw will be held on 17th
August 2021. Every month 4 winners
can win back their salary (2 Kuwaitis &
two residents).  To be eligible to enter
the draw, customers need to have one
salary credited into their account in
the month prior to the draw date.
Furthermore, upon opening a salary
account with ABK, customers can
choose one of the following rewards:  

• Up to KD 1,000 cash gift for
Kuwaitis

• Up to KD 10,000 interest free
loan for Kuwaitis

• Up to KD 5,000 interest free
loan for expatriates 

The offer is open to new salary
clients only, with one salary credited
into their account a month prior to the
draw date .

NZ opens travel
bubble to 
Pacific workers
WELLINGTON: Seasonal workers
from selected Pacific countries will be
allowed into New Zealand without
undergoing two weeks in quarantine,
Jacinda Ardern said yesterday.

The expansion of the travel bubble
will be restricted to workers from
Tonga, Samoa and Vanuatu employed
in the horticulture and viticulture
industries where there are not enough
New Zealand-based workers. “This
new one-way travel policy will signifi-
cantly expand the potential workforce
available for those experiencing labor
shortages,” Ardern said.

“Our closed border has been criti-
cal to keeping COVID out and keep-

ing our economy running but... we
know our agriculture sector is experi-
encing challenges,” she added. “We’ve
heard the call from primary sectors
and others to bring in additional work-
ers in a safe way and we think that is
now possible.”

Tonga, Samoa and Vanuatu have
largely kept COVID-19 at bay. There
have been four cases in Vanuatu, three in
Samoa and none in Tonga. New Zealand,
which has recorded just 26 COVID-19
deaths in a population of five million,
opened a trans-Tasman travel bubble
with Australia in April. It was hailed as a
major milestone in restarting the global
travel industry, but the arrangement was
suspended last month when a COVID-
outbreak spread through Australia.
Opposition leader Judith Collins said
the decision to open up to seasonal
workers from three relatively risk-free
countries was a welcome move but did
not go far enough. — AFP


