
ANKARA: A six percent loss in value of its
currency, a plunge on the stock market and
a downgrade by a key ratings agency. The
last week alone has shown that life is not
going to be easy for Turkey’s economy after
the coup aimed at unseating President
Recep Tayyip Erdogan from power. But econ-
omists say a sharply lower economic per-
formance including a recession is not
inevitable and avoiding doom-laden scenar-
ios largely rests on the choices Erdogan and
his government make.

Since the coup more than a week ago,
the lira lost six percent of its value against
the US dollar. More than 10 percent in value
has been wiped off the stock market.
“Turkey’s ultimate fragility is the fact that it
cannot afford to see the currency go where
it may,” Michael Harris, Turkey strategist and
head of research at Renaissance Capital told
AFP. He said in countries from Britain to
South Africa falls in the value of currency
mean people would lose money but do not
alter the macroeconomic dynamics in a sub-
stantial way like in Turkey.

Instead, in a country that has experi-
enced high inflation, a weaker exchange
rate risks placing further upward pressure
on consumer prices. The authorities have
had some success in pushing down inflation
in recent months, reaching 6.57 percent in
May. “In Turkey if the currency falls too
much, it’s very painful for Turkish corporates.
And that then leads to the recessionary sce-
nario,” said Harris.

‘A potential recession’ 
Turkey experienced a banking crisis in the

early 1990s and high inflation followed by a
full financial crisis in 2000-2001 that nearly
sent the economy into meltdown.  For many
Turks, the six zeros on a bank note and
needing to be lira millionaires to make sim-
ple purchases is a painful memory. Since the
ruling Justice and Development Party (AKP)
co-founded by Erdogan, came to power in
2002, Turks have grown accustomed to solid
GDP growth, outperforming fellow emerg-
ing markets excluding India and China. But
that could soon come to an end, said William
Jackson, senior emerging markets econo-
mist at Capital Economics, warning of a
potential recession.

“I think if growth and incomes were to
weaken, potentially we can see some rise in
non-performing loans and tighter credit

conditions,” he told AFP.  “So there are quite
a number of factors that could lead to a
sharp slowdown in the economy at some
point in the next few years-potentially even
a recession.” The economy was set to grow
by 3.5 to 4 percent this year according to
the International Monetary Fund, and so far
this year growth has remained robust sup-
ported by high government spending and
low oil prices. Externally, however, Turkey
has long been vulnerable to any sudden
shifts in investor sentiment towards a coun-
try which has long run a bloated current
account deficit. This makes it reliant on ‘hot
flows’ of capital which could suddenly dry
up in the wake of a serious political or eco-
nomic drama.

A relentless crackdown on suspected
coup plotters has sparked concern Erdogan
will use the current climate to push through
his plan for an executive presidency that
would further bolster his powers and also
worry investors.

“They ( Turkish government) have to
make the right policy choices. If it’s just
about punishment and stabilization then
we’ll get through this,” Harris said. “If it’s
about the catalyst for trying to become pres-
ident for life, the transition will be quite tur-
bulent, quite long lasting I would have
thought.”

‘Who do you think you are’ 
In a huge blow to the claims of the gov-

ernment that business is as usual after the
coup, Turkey last week saw Standard and
Poor’s (S&P) downgrade its ability to pay
back foreign currency debt to BB from BB-
plus. Now experts warn that Moody’s, due to
announce its ratings on Turkey next month,
could also lower theirs. But from Erdogan
there was no appeal for calm. Instead, he
attacked the ratings agency in a speech to
parliament on Friday.

“What’s it to you, who do you think you
are? You do not have the authority to make
such a statement on Turkey. “But of course
they have other reasons. Their statements
are utterly political. This stems from hostility
towards Turkey.” It is Erdogan himself who is
a risk factor for economists. Renaissance
Capital warned in its research paper on
Thursday that if Erdogan moves to “change
the electoral landscape to ensure a constitu-
tional majority or lifetime presidency-
investors will regret not selling”. — AFP

KUWAIT: Gulf Bank today announced a net profit
of KD 20.7 million for the first half of 2016, an
increase of 11% or KD 2 million over the same
period last year. Operating profit, excluding gen-
eral provision expenses improved significantly
from KD 32.6 million to KD 41.9 million, an
increase of 29%. Loan quality continues to
improve as credit costs of KD 3.2 million (specific
provisions plus write-offs less recoveries) were
booked in H1 2016, down 85% from KD 22.0 mil-
lion during the same period last year.. The bank’s
total loan loss reserves on the balance sheet
stood at KD 302 million. General provisions com-
prise nearly KD 200 million or 66% of the total
provisions. The bank successfully completed the
issuance of KD 100 million in Tier 2 capital in May
2016, pushing its Capital Adequacy Ratio under
Basel III to 18.3% against the minimum regulato-
ry requirement of 14.0%. 

Omar Kutayba Alghanim, Gulf Bank’s
Chairman said: “These are very creditable results
and reflect Gulf Bank’s core financial stability and
strength. Moreover, our ability to continue to
grow and maintain our strong capital position
was further enhanced by our bond issue in May,
which was healthily oversubscribed. “During the
first half of 2016, the bank successfully met a
number of its key strategic objectives and
launched a number of major services, including
the Middle East’s first facial recognition mobile
banking app. Our focus on consumer banking
also continued to be rewarded, driven by our
credit card business which delivered a 16%
increase in customer card spend year-over-year.
This was due primarily, to the continued success
of our Gulf Rewards credit card loyalty program,
Gulf Rewards, which we launched in the last
quarter of 2015. We are passionate about inno-
vations such as this, which bring our customers a
superior customer experience, and we plan to
deliver more product enhancements to continu-
ously improve satisfaction 

‘Women in the Corporate World’ 
Z“Gulf Bank is also heavily involved in encour-

aging development in our society. A key event
for us in the first part of the year was the ‘Women
in the Corporate World: Beyond the Glass Ceiling’
conference held in Kuwait. This was held in May
to bring the topic of ‘diversity in the workplace’
to the table for discussion. This conference fea-
tured key influential international, regional, and
local leaders and generated great success on
local and regional levels.”

“Gulf Bank is a long time partner and sup-

porter of INJAZ and will continue to invest in
youth educational programs. The bank’s employ-
ees from various departments and backgrounds
regularly volunteer to work with INJAZ to teach
entrepreneurial and leadership skills. Gulf Bank’s
corporate social responsibility (CSR) program is
committed to educational initiatives that make a
sustainable impact with youth and in the com-
munity. I am very proud of our record in this area
to date.” 

César Gonz·lez-Bueno, Gulf Bank’s CEO said:
“We are pleased with our performance in a
tougher environment than this time last year.
Furthermore, some of our major strategic
investments to enhance our customer service
and products, namely our new mobile banking
app, “Blinking to Bank” and also our credit card
loyalty program, Gulf Rewards, have been well
received by our customers due to their superi-
or experience.”

“Our mobile banking app, the first in the
Middle East with facial recognition is a new,
innovative and easy way for our customers to
bank from their mobile phone through one of
two methods: by blinking their eyes at their
Smartphone camera, we call it ‘Blinking to Bank’,
or by registering a password. The app is available
in Arabic and English and is easily downloadable
onto Smartphone devices through the Apple
App store and the Android Play store. We have
just recently launched but already there has
been a significant increase in the number of
mobile banking customers and the user experi-
ence feedback is excellent.

“We are also pleased with the success of the
Gulf Rewards program, which has had a strong
take-up from our customers. Gulf Rewards,
includes Gulf Points for the fastest free flights in
Kuwait on any airline and free hotel stays in any
of the 300,000 participating hotels worldwide
and “Entertainer”, Kuwait’s first geo-locator
mobile application. This provides exclusive
instant offers for a large number of retail, enter-
tainment, and children’s activities in Kuwait, UAE,

and London. In April, this unique program won
the ‘Credit Card Product of the Year in the Middle
East’ award from The Asian Banker, one of Asia’s
leading consulting companies in financial servic-
es research, benchmarking, and intelligence. This
acknowledgment is further evidence of the
exceptional nature of our loyalty program. This
award not only reinforces Gulf Bank’s position in
Kuwait as a market leader in retail financial servic-
es, offering outstanding products coupled with

superior customer service, but also demonstrates
excellence at the regional Middle East level.

Major products and services 
The bank was also able to launch other major

products and services. We added our VISA
Signature credit card to the range of premium
credit cards offered by the bank, one more step
in offering more options and benefits to our
Priority Banking customers. In addition, the bank
now offers automatic enrollment into the Lounge
Key Airport Lounge program for Gulf Bank’s VISA
Infinite and MasterCard World cardholders. This
program provides unlimited, complimentary
access to over 500 airport lounges worldwide.”

For the Holy Month of Ramadan, and in line
with its corporate social responsibility program,
Gulf Bank launched its latest Ramadan video,
which encouraged the act of good deeds in the
community. Additionally, in partnership with
Saveco and LOYAC, Gulf Bank distributed
“maachla” foodstuff boxes to families in need
around Kuwait specifically for children, in collab-
oration with Kuwait Association for the Care of
Children in Hospitals (KAACH), the bank’s staff
volunteered to conduct visits over a period of
five days to number of hospitals such as
Farwaniya, Al -Jahra, IbnSina, Al Razi, Al- Amiri
and NBK hospital and got engaged with the
young patients through a series of fun activities
and distributed gifts and treats to each. Gulf
Bank has also partnered with Saveco to bring the
joy of girgian to children at Dasman Clinic, dis-
tributed gift bags to them in a fun filled event.
Additionally, Gulf Bank has tied up with LOYAC to
distribute girgian bags to LOYAC summer pro-
grams interviewees, children with special needs
and among the underprivileged children living
in underdeveloped neighborhoods in Kuwait. 

In the first half of 2016, Gulf Bank received
several awards from a number of prestigious
organizations. These included ‘The Best Cash
Management Provider in Kuwait’ award by
Global Finance Magazine, ‘Best Retail Bank in
Kuwait’ for third consecutive year and ‘Best Retail
Customer Service Bank in Kuwait’ for second
consecutive year by International Finance
Magazine, the ‘Al Shakoor Award’ by Gulf
University for Science and Technology, ‘Credit
Card Product of the Year in the Middle East’ by
Asian Banker, a special CSR Award by Arabian
Business Magazine, ‘Best Retail Bank in Kuwait’
by Banker ME and ‘Best Commercial Bank of the
Year’ and ‘Best Innovation in Retail Banking in
Kuwait’ by The International Banker. 
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GBK posts 11% net profit increase in H1 2016

Total assets grew 5% to KD 5,472 million 

Chairman of Gulf Bank Omar Alghanim Gulf Bank CEO  César Gonz·lez-Bueno

Clouds gather for Turkey 

economy after failed coup

ISTANBUL: Pro-Erdogan supporters wave Turkish national flags during a rally against the military coup on Taksim square in Istanbul on July
23, 2016. — AFP 

DUBAI: Saudi Arabia’s Rabigh Refining and Petrochemical Co
(PetroRabigh) reported a 79.6 percent decrease in net profit in the
second quarter yesterday as petrochemical prices dropped and refin-
ery margins fell. The firm, a joint venture between Saudi Aramco <IPO-
ARMO.SE> and Japan’s Sumitomo Chemical, made a profit of 103.2
million riyals ($27.5 million) in the three months to June 30, it said in a
bourse statement.

This compares with a profit of 504.9 million riyals in the correspon-
ding period last year. PetroRabigh cited price decreases for petro-
chemical products and lower refinery margins but did not elaborate.
The firm also suffered technical issues at some facilities during the
quarter which impacted operations. A 10-day power cut which hit its

complex in May had a 124 million riyal effect on second-quarter
results. The firm also reported on June 23 that it had shut its ethane
cracker because of a turbine generator fault; the financial impact has
yet to be disclosed.

The expanded ethane cracker only fully started up earlier this
year, with PetroRabigh saying in March that the second phase of the
cracker would add around 750 million riyals of revenue in 2016.
Saudi producers have benefited in the past from subsidized energy
and feedstock costs, but this is changing; the government hiked
those costs late last year as an austerity measure, and PetroRabigh
said this would have a negative financial impact of 300 million riyals
in 2016. — Reuters 

Saudi’s PetroRabigh Q2 net profit slides 79.6 pct


