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FRANKFURT: Shareholders of German bank Deutsche Bank during the company’s annual shareholder meeting in
Frankfurt am Main, western Germany. Deutsche Bank warned that it would post a net loss of 6.2 billion euros ($7.0 billion)
in the third quarter and that dividends for the year may be scrapped. —AFP

Deutsche Bank warns of 
pain ahead amid losses
Bank braces employees for bonus cuts 

BERLIN: Germany’s biggest lender
Deutsche Bank braced its employees for
bonus cuts after it announced its biggest
quarterly loss in about a decade and
warned that even dividends could be
scrapped. The troubled bank has been
undergoing a massive shake-up after its
co-chief executives Anshu Jain and
Juergen Fitschen resigned in June over a
tangle of scandals and missed profit tar-
gets. The investment and retail bank is
mired in around 6,000 different litigation
cases and was fined in May a record $2.5
billion for its involvement in rigging
interest rates. In a letter announcing the
huge third quarter loss to employees,
new co-chief executive John Cryan said
the profit warning would “have to be
factored in some way into our upcoming
decisions on variable compensation for
the year”.  “While compensation consid-
erations are not based on this year’s
financial results alone, our shareholders
will rightly expect employees to share
something of the burden,” he wrote.

Cryan added that the bank planned

to give details of a restructuring plan at
the end of October. The group has
warned that it would have to slash or
even eliminate dividends for the year as
it said losses for the third quarter would
pile up to 6.2 billion euros. If the group
does end up dropping dividends for the
year, it would be an unprecedented
move given that the bank continued
paying out dividends even at the height
of the 2008-2009 financial crisis.

Litigation costs 
Deutsche Bank said its third quarters

earnings had been hit partly because it
was setting aside another 1.2 billion
euros to meet litigation costs. The bank
is being investigated by Swiss authorities
for suspected price fixing on the pre-
cious metals market.

In another thorny case, its Moscow
branch is being probed by US authorities
on suspicion of possible involvement in
money-laundering. Bloomberg reported
the case involved some $6 billion in
transactions over four years.

Besides litigation costs, the bank said
its earnings for the three months ending
September is expected to take a hit over
write-downs totalling 5.8 billion euros
due to tougher regulations on capital
requirements. Its planned disposal of
subsidiary Postbank, which is to be float-
ed on the stock market, also contributed
to the significant charge.

The bank further booked a write-
down of 600 million euros in the value of
its almost 20 percent stake in Hua Xia
Bank. In what appeared to be a confirma-
tion of reports that it was intending to
dispose of the stake in the China-based
bank, Deutsche Bank said there had
been a “change of the intent of the hold-
ing” and that it “no longer considers this
stake to be strategic”.

Investors however shrugged off the
bad news, with shares in the bank rising
2.24 percent to 13.48 euros yesterday.

Deutsche Bank,  which employs
more than 98,000 people, is due to
publish its third quarter results on
October 29. —AFP

UK think tank sees more poverty, countering Cameron’s message
LONDON: Up to 200,000 households with
people in work in Britain will be pushed into
poverty by the government’s latest welfare
reforms, according to a report published a day
after Prime Minister David Cameron promised
an “all-out assault on poverty”.

The Resolution Foundation, a think tank
focusing on wages, said on Thursday an
increase in the minimum wage would not off-
set the losses for many households caused by
cuts to tax credits, which top up the earnings
of the lowest paid, and other welfare supports.

The think tank specializes in issues affect-
ing low-earning households, and its research
work was cited by finance minister George

Osborne when he announced the new mini-
mum wage in July.

The Resolution Foundation said the num-
ber of working households in poverty-those
who receive less than 60 percent of median
household income-will rise by 100,000 next
year as a result of the changes announced in
July. A further 100,000 working households
could fall below the poverty line by 2020 after
a second phase of cuts, pushing the total
number of poor households to around 2 mil-
lion, it said.

A spokesman for Britain’s finance ministry
said the changes announced in July were fair
and necessary and would only take spending

on tax credits back to 2008 levels. “The best
route out of poverty is work, not benefits,” he
said.

Yesterdy’s report will be uncomfortable
reading for Osborne, the front-runner to take
over from Cameron, who has said he will stand
down before the next election in 2020. Boris
Johnson, London’s mayor and another poten-
tial successor to Cameron, used a high-profile
speech at the Conservative Party’s annual con-
ference this week to urge the government to
protect the most vulnerable, lowest-paid
workers.

In his speech to the conference on
Wednesday, Cameron said the introduction in

April of the higher minimum wage was a
“giant leap forward” in the push to help more
people get out of poverty by working rather
than relying on welfare. But David Finch, sen-
ior economic analyst at the Resolution
Foundation, said the government would make
it harder for families to earn their way out of
poverty by weakening work incentives in the
benefits system.

An analyst at the Organization for
Economic Co-operation and Development
told Reuters on Wednesday that austerity pro-
grams imposed in a number of countries since
2010 had exacerbated inequality and could
harm long-term growth. — Reuters

BoE freezes
interest rate

LONDON: The Bank of England said yesterday it voted to keep its
main interest rate at 0.5 percent against a backdrop of zero infla-
tion in Britain. The central bank’s Monetary Policy Committee
(MPC) maintained its key interest rate at the record-low it has
been for 6.5 years, according to minutes of its latest monthly
meeting, which was held on Tuesday.

The BoE also left unchanged the level of cash stimulus pump-
ing around the British economy at £375 billion ($575 billion, 509
billion euros). Policymakers “voted by a majority of 8-1 to main-
tain bank rate at 0.5 percent”, the Bank of England said in the
minutes.

The nine-member MPC was meanwhile unanimous in its deci-
sion to keep the stimulus, known as quantitative easing, at the
same level. “Twelve-month CPI inflation was zero in August, well
below the (Bank’s) two percent target rate,” the minutes noted. In
a busy day for major central banks, both the US Federal Reserve
and the European Central Bank are to release minutes from their
last monetary policy meetings. While both the Fed and BoE are
still on course to raise interest rates amid expectations of higher
inflation in the United States and Britain, a slowdown in China
has put pressure on central bankers to delay any hikes to borrow-
ing costs until 2016 at the earliest. The BoE on Thursday noted
that a slowdown across emerging economies, including China,
risked intensifying.It also said that euro-zone growth, Britain’s
main trading partner, remained “relatively resilient”.The minutes
added: “As always, the Committee will continue to monitor inter-
national developments, as well as evidence concerning the
resilience of the domestic economy, to assess the outlook for
inflation and activity in the United Kingdom, and set monetary
policy... in the light of all of those factors.” Vicky Redwood, chief
UK economist at research group Capital Economics, noted that
“the MPC’s decision to leave interest rates on hold again would
have been an easy one given the recent softening in both
domestic and global economic news”. —AFP

Oil spills into North Sea
at Statfjord field: Statoil
OSLO: Oil spilled into the North Sea during the loading of a
tanker at Norway’s Statfjord field yesterday, operator Statoil
said.

The leak occurred at 0630 GMT during the loading of oil to
a tanker from the Statfjord A platform via a loading buoy,
Statoil said. Production at the platform was proceeding as
normal, but loading of tankers has been suspended and it is
unclear when it will resume, it added.

“We are currently focusing on determining the cause of the
leak and how much oil leaked,” a spokesman told Reuters.
“The leak has been located ... We have closed the oil that is
going to this buoy and are now currently checking if there is
any oil left in the hose or in the pipes.”

The Norwegian oil safety regulator was unable to provide
further details. The Statfjord A platform can store up to 1.3
million barrels of oil.

Statfjord is one of Norway’s oldest producing fields in the
North Sea. It produced 24,300 barrels per day in July, the latest
available data from the Norwegian Petroleum Directorate
showed. Statoil’s partners at the field are ExxonMobil and
Centrica. —Reuters


