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LONDON: Italy’s troubled lenders are offering lucrative
opportunities for investment banks, with Monte dei
Paschi di Siena set to pay some of the highest fees in
Europe this year to arrange its high stakes rescue plan. The
emergency deal, orchestrated by Mediobanca and
JPMorgan, to save the 544-year-old bank, will incur about
250 million Euros ($278.43 million) in underwriting fees
for a proposed 5 billion euro capital hike, according to
three sources involved in the deal. That comes on top of
nearly 400 million Euros the bank has paid in the past two
years for other capital hikes.

There is no certainty the proposed rescue plan will pro-
ceed, but if it is carried out successfully, investment banks
working with Monte dei Paschi will have generated a pay-
day of close to 1 billion Euros over the past three years,
though the bank’s market value currently stands at 747
million euros. “The scale of fees that potentially are there
in the Italian banking market - from restructurings and
consolidation - are substantial,” said Peter Hahn, professor
of banking at the London Institute of Banking & Finance.

Monte dei Paschi emerged as the worst performer in
European stress tests on July 29 and Italy’s largest lender,
UniCredit , was also among the banks which fared badly.
Monte dei Paschi’s poor showing in the tests - which pre-
dicted its capital would be wiped out if there was a severe
economic downturn - came despite it tapping investors
for cash twice since 2014. Last year the bank paid 130 mil-
lion euro to a pool of banks for a 3 billion euro cash call. In
2014 it spent more than any other company in Europe on
investment banking fees, paying advisers nearly $304 mil-
lion for its 5 billion capital hike, according to Thomson
Reuters data.

By contrast Deutsche Bank paid about 119 million
Euros ($133.18 million) in 2014 to underwriters for its 8 bil-
lion euro capital hike, according to the prospectus for its
rights issue. A spokeswoman for Monte dei Paschi
declined to comment for this story. If successful, the
bank’s rescue plan will see even higher fees as it involves
the creation of a special purpose vehicle (SPV) to hoover
up Monte dei Paschi’s bad loans.

That part of the plan could net banks up to 300 million
euros, sources said, pointing to the need for a 6 billion
euro syndicated bridge loan to provide financing to the
special purpose vehicle to begin buying up the debt. A
bridge loan - which Monte dei Paschi said in its turn-
around plan is a possibility - is seen by sources as
inevitable since the timetable to split the Tuscan lender
into a good and bad bank and simultaneously raise cash is
too tight. Monte dei Paschi and its global coordinators
JPMorgan and Mediobanca aim to carry out the cash call
by the end of the year, most likely in November, the
sources said. JPMorgan and Mediobanca declined to com-
ment for this article. The large bill reflects the risk that the
deal will not happen because investors are reluctant to
sign up to the capital increase due to Monte dei Paschi’s
history of failed turnaround plans, uncertain market con-
ditions and fear of increased exposure to the euro zone’s
third largest economy. — Reuters

DUBAI: Al Mazaya Holding has acquired
the remaining 50% stake of Ritim
Istanbul project in Turkey, raising its
share of the project to 90%. The deal is
valued at 77 million Turkish Lira (around
25 million USD). On this occasion, the
Group CEO of Al Mazaya Holding,
Engineer Ibrahim Al Soqabi, said: “This
acquisition reflects the confidence of Al
Mazaya in Ritim Istanbul project; it also
reflects the high potential of the project
(especially as 80% of it has already been
sold while construction is reaching 95%
completion) and it has yielded positive
returns on the company.” 

He added: “ The deal has positive

financial returns for Al Mazaya from the
profits generated by the acquisition and
also from consolidating the project’s bal-
ance sheet into ours-the handover of
the project started in the second quar-
ter of this year, which led to pocketing
profits from this handover process. Also,
the revenue generated from leasing the
retail  space, which is already 60%
leased, will  yield positive financial
returns for Al Mazaya and contribute to
its profitability in the coming period;
this will prove to be particularly true
with Al Mazaya’s stake in the project
reaching 90%, which will be incorporat-
ed into the company’s Q3 2016 balance

sheets and profits once all deal proce-
dures are finalized.” The company also
stands to achieve extra profit from the
acquired stake, which includes profits
from possible sales of the remaining res-
idential units and offices, and also prof-
its from the retail complex that is cur-
rently offered for lease and already run-
ning at 60% capacity.

Furthermore, Al Soqabi stated that Al
Mazaya has protected itself from curren-
cy depreciation by ensuring leasehold
retail complexes are in Euros or its equiv-
alent in Turkish Lira. This will protect the
company from any consequences that
may result from the depreciation of the

Turkish currency. Ritim Istanbul is con-
sidered a large property project on
39,000 square meters of land on the
Asian side of Istanbul, and contains 6
towers with presidential and offices
units. There is also a retail complex
spread across over 22,000 square meters
of land, encompassing 1,113 residential
units, 147 retail shops and 113 offices. 

The project also has a unique location
overlooking Maltepe area, neighboring
one of the most beautiful locations on
the Asian side overlooking the Princess
islands. The project was designed and
implemented with the latest construc-
tion methods,  and its  high quality

reflects its success.  Al Soqabi conclud-
ed: “Mazaya entered the Turkish market
two years ago and aimed to diversify its
property investments and geographic
reach in the region. In 2014, Mazaya
ensured that every possible protective
measure was in place before testing
the new Turkish market. We are very
grateful to have achieved our goal
despite the geopolitical struggles in
the region during the construction
period. It’s great to see that the compa-
ny is gaining from its investment in
Ritim Istanbul project, especially after
completion and the handover of units
to homeowners.

Al Mazaya Holding acquires 50% stake of Ritim Istanbul project

NAIROBI: When Kenya Airways published the
country ’s worst-ever corporate results last
month, the scale of the loss revealed the effects
of several disastrous decisions that the national
carrier is struggling to reverse. The airline’s “Pride
of Africa” slogan rang uncomfortably hollow
when the 26.22-billion-shilling ($259-million)
loss was announced, driven by higher borrowing
costs and unfavorable exchange rates. Kenya
Airways, founded in 1977 following the demise
of East African Airways, was considered a cash
cow just a decade ago, but is now floundering,
said independent analyst Aly-Khan Satchu.

Record loss 
“In the history of Kenya, no other listed com-

pany has ever recorded such an important loss,”
Satchu said. A misguided expansion strategy
launched in 2011 is the root of the catastrophic
state of the firm, a move that called for the pur-
chase of new Boeing planes with the objective
of doubling the size of its network. But since
then the Ebola virus and terror attacks on the
continent have decimated Africa’s tourist num-
bers, while rivals such as state-owned Ethiopian
Airlines and Qatar Airways have boosted their
offerings.

The firm has also lost out on rock-bottom fuel
prices. Like many airlines, it “hedges” its fuel
costs by entering into a fixed-price contracts. But
Kenya Airways was locked into longer term con-
tracts than most of its competitors, which
gained a competitive advantage as fuel prices
have plunged since mid-2014. Foreign currency
“and fuel hedging are exceptional items, yes, but
a company like KQ (Kenya Airways) should be
able to deal with this,” said Satchu about the air-
line’s latest results. To the dismay of Kenya
Airways’ two biggest backers-Air France-KLM
and the Kenyan government-the firm’s share
price has dropped from 140 shillings in 2006 to
3.85 shillings. The company’s debts exceed a bil-
lion dollars.

National pride at stake
Despite the gloom, analysts still see some

cause for optimism in the numbers. Revenue
was up five percent and operating losses shrank

thanks to a series of shock treatments imposed
on the airline by management last year. “The
operational result is what I’ll take from the latest
results,” said Eric Musau, analyst at Kenya’s
Standard Investment Bank. “KQ is on the right
track, even if they could do a bit more in terms
of assets sales,” he told AFP, describing the net
loss as largely down to exceptional factors. A
number of structural changes are beginning to
show fruit.

Kenya Airways has sold or rented out planes
that were sitting idle, reducing its fleet size by a
third, and has rid itself of an expensive perma-
nent landing slot at London’s Heathrow airport,
opting to rent one instead. What is at stake is
more than just cash. “It is a matter of national
and geopolitical interest for Kenya to have a
national carrier. You can’t be the economic
leader of the East African region if you don’t
have a national carrier,” emphasized Satchu. “I

wonder whether Kenya’s shoulders are broad
enough to rescue KQ again and again. Kenya is
not a country like UAE or Qatar,” which under-
write world-class airlines such as Qatar Airways,
he added.

Kenya Airways’ pilots have had a particularly
fraught relationship with management, which at
one point suggested they could be lent on occa-
sion to rapidly growing Ethiopian Airlines.
Protests and strikes followed and the idea was

abandoned, but the firm still has to deal with a
bloated workforce left over from the disastrous
expansion plan. The fleet and those who fly it are
in the sights of chief executive Mbuvi Ngunze.
“The first thing that we are doing now is making
sure that we get our business at the right size in
order to grow responsibly, and that right size is
both revenue and costs,” he said. Ngunze
announced in March the airline will cut 600 jobs
out of its 4,000-strong workforce. — AFP 

Kenya Airways: ‘Pride of Africa’
tries to stop a disastrous fall
Struggling to reverse streak of  terrible decisions 

NAIROBI: This file photo taken on August 14, 2009 shows Kenya Airways on the tarmac at
Nairobi’s Jomo Kenyatta International Airport.  — AFP 

ABOU AL-MATAMIR: Men and women har-
vest Merlot grapes under the scorching sun
in one of Egypt’s up-and-coming vineyards,
as the Muslim-majority desert country
strives to win over international wine con-
noisseurs. “It’s a great story, what we’ve
done with Egyptian wine,” said a proud
Labib Kallas, as he inspected vines planted
in reclaimed desert land north of Cairo on a
hot day in July. 

For decades a single Egyptian company
produced wine that was derided by locals
and expatriates alike, but today aficionados
say the North African country offers a vari-
ety of good white wines. The vineyard that
Kallas is visiting-which spans around 420
acres some 50 kilometers north of the capi-
tal-is just one of several providing grapes to
two companies now making wine in Egypt.
Since the early 2000s, Kouroum of the Nile-
where Kallas heads production-and
Domaine de Gianaclis have launched an
ambitious quest: to revive the country’s
wine production by importing grape vari-
eties from France, Italy and also Spain-
Merlot, Syrah, Viognier and Vermentino.

Cairo’s upscale restaurants and bars usu-
ally stock only Egyptian wine. In a some-
what conservative society that mostly
views alcohol negatively, authorities
impose a prohibitive custom tax of 3,000
percent on imported wine. Originally prac-
ticed in Egypt under the pharaohs, large-
scale winemaking was resurrected under
British colonialism, before the industry
started declining after the army took over
the country in a 1952 coup. Today a dozen
wine varieties of reds, whites and roses are
available on the market. “We’ve planted a
lot of vines. We pay a lot of attention to
quality,” said Sebastien Boudry, a French
winemaker at Domaine de Gianaclis, near
Abu Al-Matamir, a village in the Nile Delta
170 kilometers northwest of Cairo.

In 2002 the Heineken Group acquired
Gianaclis, which had been nationalized in
the 1960s. The climate in Egypt is a chal-
lenge to winemakers. They must account for
scorching temperatures and compensate for
the almost total absence of rain using
sophisticated irrigation systems. “When it’s
over 50 degrees, the vines cannot do much
beyond surviving-let alone produce sugars
or aromatic substances,” said Boudry, who
handles 230 hectares of vineyards.

‘Fresh and fruity’
The efforts appear to have been fruitful,

with some local wines grabbing interna-
tional awards. They are “qualitatively good,
nice and fresh,” said Jean-Baptiste Ancelot,
founder of Wine Explorers, the world’s first
inventory of wine-producing countries.
“Not necessarily great wines, but wines of
immediate pleasure,” said Ancelot, who vis-
ited Gianaclis in 2014. “The whites are the
most successful. You can find wines that are
both fresh and very fruity-of the exotic fruit
type: peach, pineapple, and a little passion
fruit,” said the expert.

At Kouroum of the Nile-who say their
grapes and wine are organic-the pride of
the house is the white Beausoleil. It is the
only variety made 100 percent from
Egyptian grapes known as Banati, which in
2016 won a silver medal at the internation-
al wine contest in Brussels. The company
produces more than two million liters
annually: between 700,000 and 800,000
bottles for individuals, with the rest-more
than two thirds-distributed in bags-in-box-
es to Cairo hotels. But with few tourists
coming to Egypt over the past six years
amid the bloody crackdown and jihadist
attacks that followed the 2011 uprising, the
wine industry is struggling to absorb these
shocks. “Tourism accounts for more than 70
percent of production. If the tourists do not
return, we will have to look into exporting,”
said Shaker Nawal, marketing director at
Kouroum of the Nile. But it is difficult to
imagine the niche industry competing with
Western heavyweights-or even those in the
region such as Lebanon, which produces
more than eight million bottles a year and
exports a third of its production. “This will
remain a curiosity wine,” said Kallas, a
Lebanese living in Egypt.

“A Parisian who orders an Egyptian wine
at a restaurant rather than French or
Spanish wine must have a curious nature.”
But he thinks the company’s wine can pen-
etrate Asian markets. As he sat enjoying an
Egyptian Omar Khayyam rose with friends
by the Nile, Dutch ambassador Gerard
Steeghs was optimistic. When he first
arrived in Egypt, he said he was told: “There
is the ‘headache wine’ and there is the wine
that is ok. But there is no good wine.” Today
“they still have the ‘headache wine’, but you
also have really good wine,” he said. — AFP 

CAIRO: People shop at a liquor store in the Zamalek district. — AFP 

Egypt wineries struggling
to revive derided industry

KUWAIT: Mezzan Holding KSC, one of the
largest manufacturers and distributors of
food, beverage, FMCG and pharmaceutical
products in the Gulf, announced the com-
pany ’s f inancial  results for Q2 2016.
Second quarter Revenue increased to
KD52.8 mil l ion,  representing a 2.4%
increase on the same period in 2015, thus
bringing its year-to-date Revenue to
KD108.5 mill ion, representing a 3.9%
increase on the same period in 2015.

Mezzan Holding CEO, Garry Walsh, said:
“We were pleased with our overall per-
formance given some of the macro-eco-
nomic challenges across the markets we
operate in as we highlighted earlier in the
year.  Our consumer staple por tfolio
demonstrated its resilience in these mar-
ket conditions, while new business, distri-
bution gains, and market share gains in
some of our key businesses in Kuwait,
Jordan and Qatar added to the growth
momentum. We are also pleased to
announce that we are making good
progress on the creation of the our previ-
ously announced joint-venture in Saudi
Arabia that will  give Mezzan Holding
access to the Gulf’s largest food and con-
sumer market. We expect to finalize the
transaction in four weeks.”

In June, the company announced that
it is in talks with Saudi Arabia’s Al Faisaliah
Group, a leading diversified business
group, for the establishment of a joint
venture in Saudi’s food manufacturing and
distribution sector. The joint venture will
enable Mezzan Holding to manufacture,
market and distribute food products in

the Kingdom of Saudi Arabia, and award it
exclusive rights to continue to manufac-
ture, market and distribute Al Faisaliah
Group’s bakery and snacks products line,
as well as the exclusive rights to import,
manufacture,  sel l  and distribute al l
Mezzan Holding brands. The JV company
will be headquartered in Riyadh, the capi-
tal of the Kingdom of Saudi Arabia.

Under the terms of the JV agreement,
Mezzan Holding will acquire a 70% stake
through a capital increase in a food and
beverage manufacturing and distribution
entity, Al Safi Food Company, currently
owned by Al Faisaliah, which will retain
the remaining 30% stake. The transaction
is expected to close in four weeks subject
to satisfying certain precedent conditions
and obtaining regulator y approvals.
Mezzan Holding’s investment in the JV is
expected to be between KD7 million and
KD7.7 million.

Walsh said, “Our full year outlook on
underlying performance remains the same
with high single digit and low double digit
revenue growth, with some leverage on
the Net Profit line, which is in line with the
targets we set at the beginning of the
year. We expect to see a stronger second
half to the year as new business comes on
stream and we begin to lap the Catering
declines in the second half of 2015. We
will continue to invest prudently in our
brands and infrastructure to ensure we
deliver quality products to our customers
and consumers, while continuing to insist
that we spend wisely as we seek to maxi-
mize shareholder value.”

HONG KONG: Crypto-currency exchange
Bitfinex, which lost $72 million to hackers
last week, told customers yesterday they
would lose just over 36 percent of the
assets  they had on the platform but
would be compensated for these losses
with tokens of credit. The Hong Kong-
based exchange said losses from the
theft would be shared, or “generalized”,
across al l  the company ’s  c l ients and
assets,  widening the group of  those
affected announced last week.

“This is the closest approximation to
what would happen in a liquidation con-
text,” Bitfinex said on its website early yes-
terday. “Upon logging into the platform,
customers will see that they have experi-
enced a generalised loss percentage of
36.067 percent.” The company said it
would also give all affected clients a “BFX”
token crediting their losses that could be
redeemed by the exchange or for shares in
iFinex, the exchange’s parent company.
Bitfinex said it would explain its method-
ology in a later update and that it was
talking to investors about how to fully
compensate its customers.

Hackers stole 119,756 bitcoin from
Bitfinex last week in the second-biggest
breach of a crypto-currency exchange

ever, in US dollar terms. The hack account-
ed for about 0.75 percent of all bitcoins in
circulation. 

The exchange is the world’s largest for
trading digital currencies such as bitcoin,
litecoin and ether, and is used for its deep
liquidity in US dollar/bitcoin trades. It is
still not clear how the hackers gained
access to the company ’s  customer
accounts. However, both Bitfinex and out-
side experts have dismissed suggestions
the breach was due to the security of the
blockchain, the decentralised ledger that
tracks ever y bitcoin transaction, and
which traditional banks are considering
adopting to increase the speed and trans-
parency of their transactions.

Bitfinex said last week it expected to
“socialize” its losses across bitcoin bal-
ances and active loans to bitcoin/US dol-
lar positions. Its statement yesterday,
however, indicated a wider application of
the losses to all accounts, which also
include other  digita l  currencies.
Yesterday, it said customers should be
able to log on to its platform within the
next 24 to 48 hours. Blockchain analysis
company Chainalysis separately con-
firmed to Reuters that it is helping track
the stolen bitcoins. — Reuters 

Mezzan Holding CEO Garry-Walsh

Mezzan Holding reports 
Q2 2016 financial results

Monte Dei Paschi woes 
add up to large fees 

for investment banks

Bitfinex exchange customers to 
get 36 pct haircut, debt token


