
KUWAIT: Kamco Invest, a regional non-banking
financial powerhouse with one of the largest AUMs in
the region, issued a report on the importance of ven-
ture capital as a key asset class for investors seeking
diversification and wealth creation. As modern-day
technology continues to evolve and drive innovation,
the shift towards digitization was well underway prior
to the pandemic.

While the outcome of the pandemic was unpre-
dictable, it not only fast-tracked the shift towards digi-
tization, but has become a defining moment for digital
transformation. What began as a questionable year for
venture capitalists, with investments in the startup and
innovation ecosystem expected to significantly drop,
soon became a transitional point in the venture capital
realm with new opportunities available across various
industries.

The unexpected circumstances global economies
are facing due to the pandemic led to the rise of indus-
tries that were overlooked by analysts. The cloud com-
puting industry, for example, boomed since the onset of
the pandemic witnessing a drastic increase in the
demand for cloud-based technology. Performing at a
level far exceeding analyst predictions, the industry is
now considered a key and necessary component in
streamlining the path to the new normal. Lockdowns
and social distancing accelerated the adoption of a
decade’s worth of digital technology into one year,
driving traditional businesses to shift online and digitize
their operations. This shift in return has increased the
demand for such solutions, increasing revenue levels of
suppliers exponentially to reach record highs.

The impact triggered by the pandemic led most
venture capital firms to halt spending and fund-raising
activities. This however rapidly changed in a matter of
three months, when they witnessed retailers achieve
significant revenue growth due to strong online sales.
On one hand, countless employees were losing their
jobs due to cost-cutting, and on the other, small to
medium sized enterprises (SMEs), including mom-and-
pop stores were suffering due to lockdowns and social
distancing. Retailers with strong online platforms, how-
ever, witnessed a surge in sales and higher demand for
such services. Quarantine and isolation proved to have
a positive effect on the technology sector, and hence
venture capital activities witnessed a strong return in
Q3-2020 with companies lined up to go public.

The transition was documented in the latest study
released by Abe Othman, Chief Data Science at
AngelList, revealing that Q4-2020 was the best quarter
on record for early-stage startups. More than 80 per-
cent of the startups that changed valuations in Q4 were
marked up, according to AngelList investments into
3,449 active startups. Large-cap technology stocks, led
by Apple, Amazon and Netflix, drove major US stock
indexes to record highs in 2020, capitalizing on the
larger shift towards digitization. The rise in e-com-
merce spending sent Amazon surging 76 percent, while
Apple became the first-ever $2 trillion company.
Lockdowns and social distancing spiked the number of
subscribers to online streaming services, increasing
Netflix shares by almost 62 percent. The ‘big four’,
Apple, Amazon, Alphabet and Facebook, now worth
approximately $5.9 trillion in total - roughly one-fifth
of the S&P 500 SPX,  reported record revenue reach-
ing $718.55 billion over three quarters.

Returns 
Based on the findings of Cambridge Associates,

venture capital has generated compelling returns rela-
tive to the public markets, both in recent years and over
the long-term. The index is a horizon calculation based
on data compiled from 1,955 US venture capital funds,
including fully liquidated partnerships, formed between
1981 and 2020. Venture capital is currently outperform-
ing other assets classes in the US. According to the
2019 NACUBO-TIAA Study of Endowments, venture
capital was the highest-performing asset class for uni-
versity endowments with 13.4 percent in 10-year aver-
age annual returns, bringing in more than US equities
(8.2 percent). 

With the potential to generate attractive returns
while making a significant and positive impact, venture
capital has become a critical component of long-term
investment strategies. Cambridge Associates considers
venture capital as a key component in wealth creation
investment strategies, for both financial institutions and
HNWIs to sustain future generations. As such, top per-
forming institutional investors understand the impor-
tance of venture capital and its positive impact on their
portfolios. This has been a key driver in increasing ven-
ture capital allocations, reaching a mean of 15 percent
of their portfolio.

Risk profile 
Venture Capital has always been considered high

risk, some had claimed in the past that almost 90 per-
cent of companies end up going bankrupt. Studies
however showed a loss ratio of 50 percent in the
1990s which decreased to 20 percent within the last
two decades, as per the Cambridge Associates Venture
Capital Positively Disrupts Intergenerational Investing
report. 

It is important for investors to understand how the
risk profile of venture capital investing has changed
considering that today’s market is not the same as it
was 20 years ago. The industry has evolved, and fund
managers have learned from their mistakes. Before the
2000 tech bubble, venture capitalists relied on capital
and luck, since then, they started implementing a more
rigorous risk management approach. They focus on
how to add value and scale their portfolio companies.
This involves surrounding themselves with advisors and
incubators, while setting aside capital for follow-on
investments to increase exposure in wining portfolio
companies or mitigate any potential risks. This has had
the effect of reducing the impairment and capital loss
ratios of the underlying companies. To further reduce
the risks associated with single startups, investors are
considering venture capital portfolios or funds that
include several investments, allowing more opportunity
for growth and diversification.

Highest fund-raising in 2020 
Despite uncertainty from the pandemic, US venture

fundraising activities in 2020 were strong and wit-
nessed the highest fund-raised amount during the last
decade. The total raised amount in 2020 was $73.6 bil-
lion, higher than the previous record in 2018 which was
$68.1 billion. Some of the main factors that led to the
record raised amount were the shifts in industry
dynamics, accelerated technology adoption rates, and
role of technology in enhancing life during the pan-
demic, in addition to a strong IPO market. In 2020,
Venture capital firms raised 44 mega-funds, consisting
of USD500 million or more, nearly double the 24 funds
closed in 2019.

Increasing liquidity for exits 
The US VC liquidity market exceeded expectations

in 2020 witnessing some of the largest tech IPOs ever.
A major concern with the ongoing pandemic was the
impact it would have on exits from VC-backed compa-
nies. Not only did high-profile exits continue in 2020,
but they also increased liquidity to new levels. The
total exit value in 2020 amounted to $290.1 billion,
exceeding the total value in 2019 over a similar number
of exits (around 1,101 exits). IPOs, M&As and buyouts
were active, however, the enormous IPOs drove the
record exit value. Public listings in 2020 included
Snowflake, Unity, Root Insurance, Palantir, and Asana.
The IPOs of Airbnb and DoorDash in December were
the largest VC-backed IPOs of the year, each raising
over $3 billion with a market capitalization between
$55 billion and $100 billion. The largest VC-backed
acquisition was Intuit purchasing Credit Karma for
$7.1 billion.

The push for new investing avenues comes as GCC
investors seek alternative asset classes, such as venture
capital, to further diversify their portfolios beyond real
estate, fixed income, and listed equities. Ultra-high-
net-worth individuals and family offices are setting on
the same path as Sovereign Wealth Funds by investing
in tech-based companies abroad.
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Venture capital becomes key factor in 
investment strategies: Kamco Invest

GCC investors seek alternative asset classes to further diversify their portfolios

Energy firms’ 
digital focus 
pays off
By Badar Chaudhry

KUWAIT: $2.6 trillion. This is the staggering sum
that can be unlocked via digitalization in the Middle
East and North Africa (MENA) by 2025 - a very
short four years away.  As market pressures intensify,
no energy firm can afford to ignore this potential.
The Middle East’s interest in digital tools that fall
under the umbrella of the 4th Industrial Revolution
has been gradually increasing. But now appetite is
soaring; energy stakeholders not investing in digital-
ization are fast becoming outliers.  

This is especially true in times of strain - and have
no doubt, this is certainly one of them. Oil prices
continue to hover in the $50s/bl range and the
International Energy Agency says at least $1 billion
must be spent per year in the near-term to create an
environmentally friendly energy economy.
Meanwhile, the International Monetary Fund warns
of a ‘long and difficult ascent’ out of the global eco-
nomic plunge that is being spurred by the COVID-
19 pandemic. The squeeze on economics, operational
norms and talent development is very real, particu-
larly for nations that have had restricted travel and
lockdowns over the last year.  

Pandemic bounce-back? 
These difficulties only emphasize the value of

investing in digitalization. For example, digital tools
and technologies thread into each of the three traits
that the Boston Consulting Group said the compa-
nies best able to rebound from the pandemic have:
end-to-end supply chain transparency, agile opera-
tions and quickly digitized customer interactions. 

The unpredictability wrought by COVID-19 has
put many energy companies on a level playing field
in the Middle East and beyond. But it has made it
clearer than ever that the size of an energy company
is not everything - its smarts are. With that, firms’
growing appetite to ramp up digital growth together
as they rebuild their economic robustness could
organically nurture a digital ecosystem in the region.
It makes sense to leverage each other’s expertise to
accelerate progress as the global clock for energy
security and decarbonisation ticks on relentlessly.
Therein lies the rapid rise of digitally orientated
partnerships across the region. 

A+ for progress  
Many are now vigorously walking what has long

been just digital talk in the GCC. In January, Saudi
Aramco - the world’s biggest oil producer -
launched Dammam 7, a new supercomputer which is
among the top ten most powerful in the world. This
boost for exploration and development marks the
next step in Aramco’s digital transformation. Plus,
Saudi Aramco Development Company, a subsidiary
of Aramco, signed a deal with Cognite to establish a

new company that will focus on digitalization in
Saudi Arabia and the broader MENA.  

In the UAE, energy leader ADNOC has saved $2
billion over the past five years by leveraging
advanced technologies and digitalization to enhance
drilling efficiencies and optimize operations. It has
also recently awarded a $519 million contract to fur-
ther expand the world’s largest 3D seismic survey.
And most recently, ADNOC teamed up with
ExxonMobil to jointly identify areas where advanced
technologies can further increase operational effi-
ciencies and unlock value. 

To the east, Petroleum
Development Oman
(PDO), the sultanate’s
largest oil and gas explo-
ration and production
company, has wrapped
up phase three of its
Information Management
digital transformation
journey with Hexagon.
This includes a single
platform where all the
lifecycle information is
centralized for more than

4,100 employees and contractors - bolstering trans-
parency and efficiency in one go. 

Keeping pace
The Middle East’s push is well-timed, for its

progress is key to sustaining global competitiveness
on both the energy and digital stage. For example,
50 percent of oil and gas respondents of a survey by
Deloitte said their company is already investing in
energy efficiency, cleaner fuels to power field opera-
tions, and acquiring businesses outside their core
focus. And another 50 percent of industry respon-
dents said they would invest in digital technologies
to boost energy efficiency and in operational tech-
nologies, such as carbon capture to reduce future
emissions.

Another area that the region needs to keep
abreast of is cyber threats. Globally, across all indus-
tries, a staggering 36 billion records were exposed in
data breaches in the first half of 2020, according to a
report detailed by Risk Based. And last year was
already the “worst year on record” by the end of Q2
in terms of the total number of records exposed.
Plus, Saudi Aramco was just one of many energy
firms that has reported a recent rise in attempted
cyber-attacks.

Far more digital sheriffs are needed to safeguard
operations, especially as cyber security is fast being
woven into energy companies’ competitiveness.
Greater transparency and accountability are
increasingly coveted by digitally aware investors.
What were daily, or even weekly, checks must now
be done on a minute-by-minute or second-by-sec-
ond basis. Especially in these times of both uncer-
tainty and great growth, there is no such thing as
excessive diligence. 

The same applies to exploring and applying digi-
tal solutions. Considering one billion people world-
wide still lack access to electricity and that we are
lagging on the Paris Agreement goals, our explo-
ration of digitalization to streamline efficiency and
bolster scalability should know no bounds. 

Note: Badar Chaudhry is Senior Vice President,
Sector Head - Energy, Mashreq Bank 

Al-Tijari announces 
winners of Al-Najma 
account draws
KUWAIT: Commercial Bank of Kuwait conducted the
weekly draws on Al-Najma Account and Salary Transfer
Campaign yesterday. The draws were conducted in the
presence of Ministry of Commerce and Industry repre-
sentative Ahmad Al-Basman.

The results of the draws were as follows:
1. Al-Najma weekly account - the prize of KD 5,000

Kuwaiti dinars went to the winner Ahmed Ossama
Mohamed Ali

2. Salary account campaign - the prize of up to KD
1,000 went to the winner Naser Falah Al-Baddah

The bank stated that the salary campaign is aimed
at customers who transfer their salaries of KD 500 or
more to the Bank, especially Kuwaiti employees and
residents working in the government, oil sectors and
companies listed with the Bank as well as retirees, and
take advantage of the benefits of this campaign and get

an instant cash gift from KD 250 to KD 500 or an
interest-free loan of 5 times the salary and a maximum
of KD 10,000, Kuwaiti pensioner, along with expatriate
customers who transfer their debt amounting to KD
10,000 or above to the Bank will receive an instant
cash gift of 1 percent from their transferred debt.   

The bank stated that Al-Najma Account prizes are
distinguished by the highest cash prize and diversity of
prizes throughout the year clarifying that the account
offers weekly prize of KD 5,000 monthly prize of KD
20,000 and a semi-annual prize of KD 500,000 in
addition to the largest prize - linked bank account pay-
out of KD 1,500,000. 

Al-Najma Account can be opened by depositing KD
100 and customer should maintain a minimum amount
of KD 500 to be eligible to enter all draws on Al-
Najma Account prizes. As for the chances of winning,
the more balance a customer maintains in Al-Najma
Account, the more chances the account holder will get
to win, the account also offers additional benefits like
the ATM card, a credit card against customer’s account
and all CBK banking services that customer can enjoy.

The bank revealed that Al-Najma account is avail-
able to everyone, and anyone can open Al-Najma
account through CBK mobile application in simple
steps from anywhere and at any time.    

Opinion Editorial

Badar Chaudhry

‘Mini-jobbers’ hit 
hard by pandemic 
fallout in Germany
BERLIN: Since losing her job as a school bus driver
in November, German mum-of-two Viola Auer has had
to rely on the generosity of neighbors and a small dis-
ability allowance to get by during the pandemic. “Who
cares about us, Germany’s working poor?” she asked.

Auer, 47, is one of many Germans in so-called mini-
jobs-part-time, easily terminated contracts that allow
workers to earn a maximum of 450 euros ($545) a
month. Though flexible and tax-free, these jobs are
also extremely precarious and not covered by
Germany’s vaunted furlough scheme.  As Europe’s top
economy feels the strain from months of coronavirus
restrictions, these workers have been declared the
“biggest losers of the crisis” by the German Institute
for Economic Research. When she lost her job, Auer
received no severance pay. 

“I’m keeping my head high and trying to keep

going,” she said.  Auer is now applying for welfare
benefits and looking for another part-time job in her
home town of Singen, southwestern Germany.

It is a familiar story for many “mini-jobbers”, the
majority of whom are women. The latest official figures
show that more than 870,000 mini-jobs have disap-
peared in the last year, bringing the total to its lowest
level since 2004.

Ticking time bomb 
Vacancies have dwindled particularly in the hotel

and restaurant sectors, which have been among the
hardest hit by shutdowns imposed to slow the infec-
tion rate. One of those affected is 67-year-old
Matthias Eichner, who took on a part-time catering job
in the eastern city of Goerlitz four years into his retire-
ment.  “At my age, I’d have liked to be peacefully see-
ing to my garden, but with a pension of only 1,000
euros, I don’t have a choice,” he sighed.

But the Covid-19 curbs have forced his employer to
drastically reduce his hours. Around a quarter of
Germany’s mini-jobbers are at least 60 years old and
91 percent of them have no higher education. Having
increased in number by 43 percent between 2003 and
2019, mini-jobbers now make up 7.6 million of
Germany’s 42 million workers.—AFP


