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LONDON: Regulation, anaemic economic
growth and technology changes will force
banks across Europe to find more savings in
2016, with jobs likely to be the biggest casualty,
according to investors and analysts.

Ten of the region’s biggest banks have
announced staff cuts of 130,000 since June,
according to data compiled by Reuters more
than the total number of job losses announced
by those banks in 2013 and 2014. But investors
believe the industry will need to slim down fur-
ther and faster to boost profits.

“The perpetrators of 2008 still need to pay a
penance and must shrink balance sheets in so
doing,” said Jamie Clark, co-manager on the
Liontrust Macro Thematic team, referring to the
banking crisis that triggered a deep global
recession from which several of the world’s
largest economies are still recovering. “We read
job cuts as only one sign of the secular, rather
than cyclical trend to permanently smaller
banks.”

Tens of thousands of staff were axed during

and after the 2007/09 financial crisis but the
fresh wave of cuts in Europe shows how the
region’s banks are trailing their US counterparts
in bringing in structural overhauls. In 2014 and
2013 a combined 78,000 job cuts were
announced at eighteen of Europe’s largest
banks, which represented 4.1 percent of staff,
was far less than cuts of 7.3 percent in head-
count across six major US banks.

An IMF study last year of 300 large global
banks showed that only about 30 percent of
euro zone lenders had a structure that was able
to make a reasonable rate of return over time,
compared with 80 percent of those in the US.

“US banks have mainly done what’s needed
to be done and are on an upward curve” said
Chris Wheeler, bank analyst at Atlantic Equities.
“Then you have the ‘Road to Damascus banks’.
They’ve finally realized that the market won’t
bail them out and they have to make some fun-
damental changes - Deutsche Bank, Credit
Suisse, Barclays. It’s going to be a year of major
change that, in most cases, won’t be completed

for a number of years.”
Dutch lender Rabobank became the latest

to wield the axe, announcing this month that it
would cut 9,000 jobs, joining Deutsche Bank,
UniCredit, Credit Suisse, HSBC and Standard
Chartered in announcing workforce culls in the
second half of 2015.

Banking jobs ‘bear market’
While some cuts will come from selling off

businesses, new technology is also contributing
as banks close branches and shift to systems
requiring less manpower.

“We’re in a long term bear market for bank-
ing jobs as we’re finally seeing technology and
automation taking out jobs in retail banking,”
Xavier VanHove, partner at fund manager THS
Partners told Reuters.

A lagging European economy is also adding
to banks’ woes.  While the US Federal Reserve
has begun raising interest rates its counterpart
in Europe is contemplating further monetary
easing, which could eat into banks’ interest

margins. Many European banks are soul search-
ing in particular about what the future shape of
their investment banks will be, with their trad-
ing divisions under the spotlight as greater cap-
ital requirements and technological automa-
tion squeeze margins.

European banks who make quick cuts to
their headcount and business lines could pull
their returns closer to their US  peers by 2017,
Morgan Stanley analysts estimate, narrowing a
gap of between 3 to 4 percent percentage
points. “European return on leverage exposure
is roughly half that of U.S. firms. Pruning under-
performing units, intense cost-cutting and revi-
talizing high return-on-equity (RoE) area will be
key,” the analysts said in a recent note. A new
CEO at Barclays is expected to axe more jobs,
and has already started cutting in the invest-
ment bank, mostly in Asia, sources have said.

“The crux of cuts in investment banking fall
in FICC (fixed income, commodities and curren-
cies), where things are really difficult....It’s more
structural than short term,” said Stephane

Rambosson, managing director at executive
search firm, DHR International.

“It’s like in the 80s. There were a million min-
ers who converted into different jobs. I am sure
in this industry, they will do that as well.” BNP
Paribas, France’s biggest listed lender may
make significant middle and back office job
cuts in 2016 as part of a plan to cut costs by 20
percent in its investment bank that includes
using “big data” technology to identify cus-
tomer needs, Reuters reported in October.

That may seem small compared to cuts in
coming years. Former Barclays CEO Antony
Jenkins has said banks could cut up to half their
jobs in the next decade due to the impact of
technological and regulatory change, with the
people overseeing banks’ systems likely to
replace investment bankers as their most influ-
ential decision makers. “The next CEO for banks
is the chief information officer or the chief tech-
nology officer. They’re the new king or queen,”
said Bill Michael, global head of banking at
KPMG. —Reuters

European banks poised for job cuts in 2016 
Retail, investment banking likely to be hit hardest as profits dive

BAKU: People walk outside a money exchange office in Baku yesterday. Azerbaijan’s Central Bank said yesterday’s move to let the manat fluctuate was made to “preserve hard currency reserves ... and ensure the
national economy’s competitiveness on the international arena.” Following the move, the manat fell by 32 percent. One manat, which was worth around $0.95 Friday, was now trading at $0.65. —AP

LONDON: El Nino has helped produce an
unusually mild autumn and start to winter
across the United States, sharply cutting the
demand for  heating and worsening the glut in
supplies of natural gas and heating oil. Warm
weather and surging energy production have
pushed heating oil prices down to the lowest
level since 2004 and natural gas prices to the
lowest since 1999.

El Nino’s lingering effects and continued
oversupply could keep prices for both fuels
under pressure for some time, with the weath-
er impacts persisting well into 2016.

According to the US National Oceanic and
Atmospheric Administration (NOAA), heating
demand has been 23 percent lower than nor-
mal so far during the current heating season,
which began in July. Between September and
November, every state in the continental
United States experienced above average tem-
peratures. And temperatures were “much
warmer” than normal in 41 states across the
Rockies, Great Plains, Midwest, Northeast and
Southeast. In many cases, average tempera-
tures have been close to the highest recorded
since 1895. The run of exceptionally mild
weather has continued into the start of winter.
Last week, heating demand was 30 percent
below normal for the time of year.

WOPSENING OVERSUPPLY
Unseasonal warmth has sharply cut the

amount of natural gas, distillate fuel oil and

electricity required to heat homes, offices,
schools and factories. Consumption of distil-
late is down from 4 million barrels per day in
October to 3.6 million barrels per day in late
November and early December, according to
the US Energy Information Administration.

Most distillate is consumed by trucks, trains
and in construction vehicles as transport diesel
rather than as heating oil and distillate con-
sumption typically declines slightly towards
the end of the year. Nevertheless, the drop in
consumption has been especially pronounced
this November and December, sending con-
sumption to the lowest level for the time of
year in more than a decade. 

Relative warmth has also cut gas consump-
tion in buildings that burn gas directly in their
heating systems, as well as in the power plants
that supply homes, offices and other buildings
that have electric heaters. Poor demand for
both fuels has combined with surging supply
to leave the country carrying unusually high
stockpiles.

Refineries are running at record rates to
meet strong demand for gasoline, leaving the
market with a large oversupply of unwanted
distillates. And gas production is still increas-
ing as drilling firms sink a new generation of
super wells into the highly productive
Marcellus and Utica formations beneath the
northeast United States. Distillate stocks hit
152 million barrels in the week ending Dec 11,
which was 21 million barrels higher than the

10-year average, and 30 million barrels higher
than at the same point in 2014. 

The amount of gas in working storage is
almost 18 percent higher than normal, at a
seasonal record, and falling more slowly than
usual at this time of year.

EFFECTS SET TO LINGER
Every El Nino is different, and the impact on

weather is complicated and still not fully
understood, according to NOAA. But the
warmer than normal weather could continue
for some time. The current El Nino is one of the
three strongest since 1950 (the others in the
top three occurred in 1997/98 and 1982/83)
and will likely last well into 2016.

The biggest impact on the United States is
probably still to come (“December El Nino
update: phenomenal cosmic powers” NOAA,
Dec. 10).

“While the warmer-than-average ocean
waters are likely reaching their peak about
now, they will remain a huge source of warmth
for the next several months to drive the main
impacts on temperature and rain/snow over
North America, which typically follow the
peak. The main impacts season is December-
March,” according to NOAA.

“Most models indicate that a strong El Nino
will continue through the northern hemi-
sphere winter 2015/16” followed by a return to
more normal conditions by late spring or early
summer. —Reuters

Record US warmth brings out 
natural gas, heating oil bears

DUBAI: Middle Eastern stock markets were
mixed yesterday as Dubai bounced back from
the previous day’s losses while Saudi Arabia’s
index was almost unchanged as investors
awaited the release of the kingdom’s state
budget, expected in the coming days.

The Saudi index fluctuated narrowly before
ending down 0.01 percent at 6,930 points.
Trading volume was modest as many investors
were unwilling to trade without knowing the
size of spending cuts expected in the budget.
However, petrochemical producer Saudi Basic
Industries fell 1.7 percent to 84.75 riyals, head-
ing towards its December low of 83.25 riyals.

“Current market sentiment is fragile and
people are not willing to rotate into sectors that
are heavily dependent on government spend-
ing or those that are export-oriented,” said
Mohammad al Shammasi, head of asset man-
agement at Riyadh-based Derayah Financial. 

Saudi Arabia will announce its 2016 budget
next Monday, the Saudi-owned Al-Arabiya tele-
vision channel, which is close to the ruling fami-
ly of the world’s top oil exporter, reported yes-
terday citing unnamed sources.

The 2016 budget is being closely watched
both inside Saudi Arabia and by world oil mar-
kets because it will shed light on how the king-
dom plans to approach expected low crude
prices next year, with widespread expectations
of big spending cuts.

Dubai’s index rebounded 2.5 percent to
3,101 points, gathering momentum on higher
volumes in the final hour of trade as bargain
buyers bought on dips. The benchmark is now

250 points above the year’s low.
Gainers outnumbered losers 19 to 7 with all

blue chips rising after Sunday’s profit taking
sell-off. Emaar Properties and builder Drake &
Scull recouped all of Sunday’s losses, rising 3.2
and 3.5 percent respectively. Both stocks are up
over 8 percent from a week ago.

Abu Dhabi heavyweights Etisalat and
National Bank of Abu Dhabi jumped 2.9 and 2.5
percent. Abu Dhabi’s benchmark climbed 0.9
percent in its fourth session of gains; trading
volume was the second heaviest so far in
December. On Sunday, it was the heaviest.

Qatar resumed trade after the market was
closed for a national holiday on Sunday and the
Doha benchmark slipped 0.1 percent. Losers
outnumbered gainers 11 to 3, with Gulf
International Services - a stock that was
removed from MSCI’s emerging market index in
November - leading declines; it retreated 3.3
percent.

EGYPT
Egypt’s index rose 0.8 percent, its sixth

straight gain, with Commercial International
Bank and Orascom Telecom carrying the mar-
ket higher for a second day.  CIB, the bourse’s
largest bank by market value, rose 2.6 percent.
The lender is up 4.6 percent since Thursday’s
close after agreeing to sell investment banking
subsidiary CI Capital to Orascom Telecom for 1
billion Egyptian pounds ($128 million).

Orascom Telecom, the most heavily traded
stock, surged 6.7 percent; it is up 8.5 percent
since Thursday’s close.  —Reuters

Dubai jumps, Saudi 
flat ahead of budget
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