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MANAMA:  Under the patronage of the
Central Bank of Bahrain, TAKAUD, the spe-
cialist provider of savings, investment and
pension solutions for the MENA region, is
bringing together government and finan-
cial services industry leaders concerned
with the development of a robust pension
provision for citizens and expatriate work-
ers throughout the region. The inaugural
Middle East Pensions Conference will be
held in Bahrain at the Four Seasons Hotel
on October 18, 2016. 

The Conference is expected to attract a
large number of delegates from govern-
ment pension administrations, pension
funds, asset management firms, actuaries,
law firms, custodians, trust providers and
financial services professionals. It is also of
interest to executives and senior specialists
in human resources, compensation and
benefits and staff running employee sav-
ings schemes.

The goal of the conference is to raise
awareness and initiate action to bring the
Middle East to the standard of developed
countries, with pensions encompassing
three sectors: the government sector pro-
viding the first layer of pension provision to

citizens; the corporate sector providing a
second layer of workplace pension savings
to employees; and individuals themselves
providing a third layer of personal savings
to augment their standard of living in
retirement. Not only is this three-pillar pen-
sion format in line with the World Bank’s
recommendations for an integrated pen-
sion infrastructure, but it also ensures a
more secure and sustainable pension plan-
ning for individuals.

While GCC countries are already highly
developed with respect to government
pension benefits for citizens, the inaugural
pensions conference will address current
challenges, and the advantages of enhanc-
ing pension savings benefits provided by
corporations. Studies by several global
employee benefits specialists show that
pension benefits are highly effective in pro-
moting employee retention and loyalty;
hence enhancing productivity levels. 

The conference will examine the bene-
fits of factoring in a pension benefit to the
employee value proposition. It will also
look at the existing expertise, systems, spe-
cialist firms, products and collaborations
that could potentially build a home-grown
solution that expands the regional pension
industry and address local needs.

Development of the pension sector is
critical for more than individuals. TAKAUD
estimates that pension assets in the GCC
can reach a value of $1.9 trillion if retire-
ment savings among individuals and cor-
porations grow to the average levels now
seen in other countries. While such growth
would benefit people living and working in
the region, it also represents an outstand-
ing opportunity for the regional financial
services industry. TAKAUD’s Chief Executive
Officer, Luc Metivier said, “The prospect of a
secure retirement is essential to the well-
being of individuals and families. To devel-
op a culture supportive of retirement sav-
ings, we need concerted actions by the
government, corporate and financial serv-
ices sectors. With appropriate regulatory
and statutory standards, technology sys-
tems and options for asset diversification,
this region can match international stan-
dards and provide exceptional security to
our valued workforce.”

LONDON: Hedge funds increased their bullish
long positions in crude oil by the most for over
two months in the week ending on Aug.9.
Hedge funds and other money managers boost-
ed net long positions in the three major Brent
and WTI futures and options contracts by the
equivalent of 48 million barrels. The increase in
net long positions was the largest since the mid-
dle of May and comes after hedge funds cut net
long positions by a total of 309 million barrels
between May 17 and Aug. 2.

Hedge fund managers seem to have reacted
to the prospect of a short-covering rally after
short positions reached exceptionally high levels
(“Oil short-selling cycle may be at or near a turn-
ing point”, Reuters, Aug 10). Hedge funds had
previously amassed short positions in Brent and
WTI totalling 374 million barrels, the third-
largest short position on record and only 19 mil-
lion barrels below the maximum short position
ever recorded.

The scale of short positions made a rally high-
ly likely once prices stopped falling and funds
started close some positions to lock in previous
profits. In the week between Aug. 2 and Aug. 9,
hedge funds continued to add an extra 1.5 mil-
lion barrels of short positions in NYMEX WTI. But
that was a much smaller increase in short posi-

tioning than during the previous weeks, when
hedge funds added an average of 35 million bar-
rels of short positions per week. And in Brent,
hedge funds cut short positions by 19 million
barrels, the largest one-week reduction since
January.

TURNING BULLISH
With short covering creating a strong bid in

the market, other fund managers raced to add
fresh long positions to profit from the expected
rally in prices. Hedge funds added an extra 19
million barrels of long positions in WTI and 11
million barrels of long positions in Brent, accord-
ing to data published by regulators and
exchanges. The rise in combined Brent and WTI
long positions was the largest one-week
increase since the middle of May.

The short-selling cycle that lasted from May
31 until Aug 2 now appears to have turned. Both
Brent and WTI prices have increased by more
than $5 per barrel, around 13 percent, since Aug.
2, as hedge funds have scaled back short posi-
tions and started to turn more bullish.

VERBAL INTERVENTION
The short-covering rally has been accelerated

by carefully timed comments from Saudi Arabia

and other oil exporters seemingly talking up the
possibility of an output agreement at informal
talks next month. In official comments published
on Saturday, after leaking on Thursday, Saudi
Energy Minister Khalid al-Falih noted “the large
short positioning in the market” which has
“caused the oil price to undershoot”.

Al-Falih described current prices as “unsus-
tainable” and said oil prices would have to rise
from current levels to reverse the decline in
investment. He reiterated that Saudi Arabia was
watching the market closely and was ready to
take action to help rebalance the market in
cooperation with OPEC and major non-OPEC
producers. Al-Falih specifically noted the minis-
terial meeting in Algeria next month would pro-
vide an informal opportunity to discuss the mar-
ket situation “including any possible action that
may be required to stabilise the market”. While
the comments were no different to previous
statements made by Saudi officials over the last
12 months, their timing and carefully scripted
nature have been interpreted as a deliberate
attempt to influence prices. By hinting at the
possibility of an output agreement, the minis-
ter’s verbal intervention has added to the short-
term risk of holding short positions and fuelled
the rally.  — Reuters

Hedge funds add bullish 

positions in oil market
Short-covering rally starts amid caution

LONDON: Double-digit returns in emerging
market corporate debt have spurred a record
buying spree, forcing yields to 13-month lows
and raising the risk that an external shock,
potentially from the US or Chinese economies,
might produce a dramatic exit. Dollar debt
issued by firms from riskier and less developed
countries has been among the year’s best per-
forming assets, yielding more than 11 percent,
according to JPMorgan’s emerging market (EM)
corporate debt index, the CEMBI Broad.

The average yield has fallen 150 basis points
(bps) this year to about 5.2 percent, dropping
more than both EM sovereign debt and devel-
oped-country corporate debt yields, which
have been falling due to Western central bank
bond-buying schemes.

Investment-grade US corporate debt yields
average 3.3 percent,  equivalent sterl ing-
denominated bonds yield 1.8 percent while
euro-denominated equivalents are even lower.
In the past six weeks, investors have pumped a
$18 billion into emerging debt funds, a record
run, Bank of America Merrill Lynch data shows.
A significant part of this will have flowed into
corporate bonds, analysts say.

Investors attribute much of this exuberance
to funds that do not normally invest in emerg-
ing markets, “tourists” or “cross-over” investors,
who have ventured in solely for yield.

PineBridge Investments’ emerging corpo-
rate debt analyst John Bates, whose firm has
nearly $81 billion of assets under management,
sees this factor as a risk. Developments, such as
a change in US interest rate expectations or
concerns over the Chinese economy, can put
such investors to flight, because unlike dedicat-
ed EM debt managers they are less used to the
sector’s volatility, he said. “These are tourists
with very fat pockets. 

Typically EM is a small allocation within a
big pension fund or asset allocator, so if you
get a big fund dipping into that pool, and then
removing that money there could be some
very severe repercussions,” Bates said. EM cor-
porate bond markets may be seeing an “invest-
ment balloon effect”, he said. “This hunt for
yields is driving spreads tighter, and it is pretty
indiscriminate, and even heavier the further
down the credit spectrum you go.”

But for global investors, saddled with more
than $10 trillion of negative-yielding devel-
oped markets bonds, the average 340 basis-
point premium the CEMBI pays over US
Treasuries may be too much of a lure. Single B-
rated emerging firms - carrying so-called junk
credit ratings - have garnered returns of more
than 20 percent year-to-date, according to the
CEMBI Broad’s high-yield subset.

Bates cited the example of Indian renew-
ables firm Greenko, which this month sold a
single-B rated $500 million 7-year bond with a
4.875 percent yield, half a percent tighter than

LONDON: British employers have turned
more cautious about hiring and the price
of homes for sale fell by the most since late
2015, according to surveys that added to
signs the economy has stumbled since the
Brexit referendum.

But shoppers seem to have brushed off
the shock of the June vote to leave the
European Union, another survey showed,
suggesting consumer spending will soften
the hit. Many economists believe Britain is
heading for a recession followed by years
of slow growth because of uncertainty
about its future trading relationship with
the EU.

Earlier this month, the Bank of England
cut interest rates and took other measures
to soften the impact of Brexit, which it
believes will push up the unemployment
rate sharply. One of yesterday’s surveys
showed the proportion of employers
expecting to increase staffing over the
next three months dropped from 40 per-
cent before the vote to 36 percent after it.
The CIPD, a human resources group, and
staffing firm Adecco Group UK & Ireland,
also said one in five employers expected to
reduce investment in training and skills as
a result of Brexit, which will push up the
cost of imports because of the fall in the
value of the pound. Seven percent

planned to invest more. “While many busi-
nesses are treating the immediate post-
Brexit period as ‘business as usual’ and hir-
ing intentions overall still remain positive,
there are signs that some organizations,
particularly in the private sector,  are
preparing to batten down the hatches,”
CIPD acting chief economist Ian Brinkley
said. Also yesterday, property website
Rightmove said asking prices of homes for
sale in England and Wales fell in August by
the most since November, as post-Brexit
uncertainty added to the usual summer
lull.  The biggest drop was in London,
where asking prices fell by 2.6 percent
from July. But there were fresh signs that
Britain’s consumers, who helped propel
the economy between 2013 and this year,
were taking the referendum result in their
stride. The number of shoppers on high
streets rose slightly in July compared with
a year ago, retail data firm Springboard
and the British Retail Consortium said. Last
week, a separate BRC survey showed
spending in shops rose in July at the
fastest pace in six months, despite a
plunge in consumer confidence. Official
retail sales figures for July are due on
Thursday, giving one of the first compre-
hensive signals of how the economy is far-
ing after the vote. — Reuters
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TOKYO: People walk by an electronic stock board of a securities firm in Tokyo.
European shares were mostly higher yesterday, tracking gains in Asia, as investors
awaited the release of US housing, inflation and manufacturing data this week. — AP

Bubble risk as ‘tourist’ investors 

flood into emerging market debt
initial guidance. Orders amounted to a hefty
$4.5 billion. Seasoned investors may point to
International Monetary Fund warnings last
week of corporate defaults in China, where 14
percent of debt is estimated to be from firms
whose profits are less than the interest they
pay on loans.

“A lazy approach to corporate debt, seen as
a nice spread pick-up over the sovereign, is a
dangerous investment strategy,” BNP Paribas
Investment Partners deputy-head of emerging
debt, JC Sambor, said. But some argue that
against the backdrop of developed bonds,
bumper yields on a sector with an average BBB-
minus investment grade rating can hardly be
considered a bubble.

Also, fears about the sector ’s indebted-
ness are overblown, Commerzbank corpo-
rate debt strategist Apostolos Bantis said. He
estimates emerging companies’ ratio of debt
to EBITDA - earnings before interest, depreci-
ation and amortisation - at 2.5-3.0 percent
on average, is a similar level to US  invest-
ment grade firms and half that of junk-rated
US issuers. “Fundamentally, emerging market
corporates are in better shape than US high-

yield and are comparable with US invest-
ment-grade,” Bantis said.

Tight supply, an added factor in the rally,
could also change soon because both emerg-
ing market companies and sovereigns face “a
wall of maturity” as the huge debt volumes
raised during the boom times come due for
repayment. About $1.6 trillion falls due in the
coming five years. Added to that, new bonds
have been scarce this year, with gross issuance
not seen exceeding $220 billion, JPMorgan
says, down from $239 billion last year and $372
billion in 2014.

This is exacerbated by companies rolling
over debt and buying back bonds. As a result,
net issuance may total just $102 billion this
year, JPMorgan estimates. However, Aviva
Investors’ deputy head of emerging market
debt, Aaron Grehan, whose firm has nearly
$415 billion in assets under management, sees
no risk of a bubble and says that crossover
investors’ appetite should encourage more
issuance.

“The spread tightening we have experi-
enced is likely to trigger greater issuance versus
expectations,” he said. — Reuters

BANGKOK:  Thailand’s economic growth
slowed in the three months to June, new fig-
ures released yesterday showed, days after a
string of bomb and arson attacks struck the
country’s crucial tourism sector. High house-
hold debt, weakening exports, slumping for-
eign investment and low consumer confi-
dence have cramped growth in what for years
was Southeast Asia’s flagship economy.

A military junta seized power in 2014
vowing to end years of political instability
and k ickstar t  the lack lustre economy.
Thailand’s growth has since picked up slight-
ly, mainly off the back of ramped-up govern-
ment spending and continued tourist
arrivals. But it remains comparatively low
compared to its neighbours. 

Figures released by the National Economic
and Social Development Board showed sec-
ond quarter GDP growth was up slightly at 3.5
percent year on year. 

But the seasonally adjusted quarter-on-
quarter growth was 0.8 percent, a slight dip
from one percent in the first quarter.

In a briefing note, Captial Economics said
Thailand already faces strong headwinds from
global growth concerns and the country’s
waning export competitiveness, adding that

trend will be compounded if political instabili-
ty continues. 

Last week nearly a dozen bombs exploded
in popular tourist resorts in the country’s
south, killing four and wounding scores more,
including European tourists.

No one has claimed responsibility for the
bombing spree which hit a sector that makes
up around 10 percent of the economy.  “There
is a significant risk that the bombings prove
to be the start of a new violent phase of
Thailand’s long-running political conflict,”
Krystal Tan, an economist at Capital
Economics said. 

“The big picture is that concerns about
political stability will persist until Thailand is
able to find a lasting solution to the deep
political divide between the urban elite and
the poorer rural population,” she added.  The
kingdom has been beset by a decade of
political turmoil which began when the mili-
tar y toppled prime minister Thaksin
Shinawatra in 2006. 

Years of competing streets protests, short-
lived governments and outbreaks of violence
have followed, culminating in another coup in
2014 that toppled the administration of
Thaksin’s sister Yingluck. — AFP
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A worker rakes hay at a farm on a warm spring day in Kinderhook, NY. —AP


