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LONDON: Poorer oil-producing countries
which took out loans to be repaid in oil
when the price was higher are having to
send three times as much to respect repay-
ment schedules now prices have fallen. This
has crippled the finances of countries such
as Angola, Venezuela, Nigeria and Iraq and
created a further division within the
Organization of the Petroleum Exporting
Countries.

Ahead of an OPEC meeting next week,
poorer members have continued to push
for output cuts to lift prices but wealthier
Gulf Arab members such as Saudi Arabia,
which are free of such debts, are resisting
taking any action despite prices falling 60
percent in the past 2 years. Angola, Africa’s
largest oil producer has borrowed as much
as $25 billion from China since 2010,
including about $5 billion last December,
forcing its state oil firm to channel almost
its entire oil output towards debt repay-
ments this year. This year Angola, Nigeria,
Iraq, Venezuela and Kurdistan are due to

repay a total of between $30 billion and
$50 billion with oil, according to Reuters
calculations based on publicly disclosed
information and details given by partici-
pants in ongoing restructuring talks.
Repaying $50 billion required only slightly
over 1 million barrels per day (bpd) of oil
exports when it was trading at $120 per
barrel but with prices of around $40, the
same repayment would require exports of
over 3 million bpd. “All of those oil nations -
Angola, Nigeria, Venezuela - have taken
money for survival but haven’t got any
money left for investments. That is very
damaging to their long-term growth
prospects,” said Amrita Sen from Energy
Aspects think-tank. “People tend to look at
current production volumes but if you have
committed your entire production to China
or other buyers under loans - then you can-
not invest to keep growing and won’t ben-
efit from higher prices in the future.”

China has also become Venezuela’s top
financier via an oil-for-loans program

which since 2007 has funnelled $50 billion
into Venezuelan coffers in exchange for
repayment in crude and fuel, including a
$5 bill ion deal last September. While
details of the loans have not been made
public, analysts from Barclays estimate
Caracas owes $7 billion to Beijing this year
and needs nearly 800,000 bpd to meet
payments, up from 230,000 bpd when oil
traded at $100 per barrel.

Last week, Venezuela said it had
reached a deal with China to improve the
terms of loans, giving its economy “oxygen”.
It did not disclose the new terms. Nigeria
and Iraq also owe billions of dollars
repayable in oil to companies such as Shell
and Exxon Mobil, according to national oil
firms and industry sources.

Iraq is trying to renegotiate contracts for
investment and development of new oil
fields that it has with companies including
Exxon, Shell and Lukoil. It was supposed to
repay the companies $23 billion this year
with oil but is now arguing that it will only

have enough crude to repay $9 billion.
Nigeria owes $3 billion this year in oil
repayments to big oil companies which
have helped the country fund its share of
joint oil field development. Iraq’s semi-
autonomous region of Kurdistan has lever-
aged all its oil production, worth $3 billion,
to trading houses Vitol and Petraco as well
as to Turkey to fund a fight against Islamic
State, according to its natural resources
minister. Ecuador, one of OPEC’s smallest
member countries, borrowed up to $8 bil-
lion from Chinese and Thai firms, repayable
with oil, between 2009 and 2015, according
to the national oil company.

SUPPLY DISRUPTIONS
In contrast, OPEC’s Gulf Arab members-

Saudi Arabia, the United Arab Emirates,
Kuwait and Qatar-have very few joint ven-
tures with oil companies, do not have pre-
payment deals with China and do not
need to borrow from trading houses.
While Saudi Arabia saw every dollar from

its oil sales going to state coffers, the
poorer members had a large part of their
oil revenue eaten up by debts, leaving no
money to invest in infrastructure and field
development. As a result, Nigeria and
Venezuela are now facing steep produc-
tion declines at a time when Saudi Arabia
is preparing to further ramp up supplies as
it invested heavily in new fields. This helps
to explain why Saudi Arabia is resisting a
global deal to reduce output because the
lack of debt means it is able to use the
money for development and reinforce its
dominant position in oil markets.

Nigeria and Venezuela, meanwhile, are
desperate for a deal that would reduce out-
put and push up prices to help them invest
in oil fields and repay fewer barrels to credi-
tors. “It may ultimately be mounting supply
disruptions in stressed states, rather than
collective cartel action, that causes an
accelerated market rebalancing,” RBC
Capital’s head of commodity strategy
Helima Croft said. — Reuters

Debt repayments in crude cripple poorer oil producers

KUWAIT: National Bank of Kuwait-Egypt (NBK-E)
reported net profits of EGP 186.6 million for the
first quarter of 2016 compared with EGP 126,3
million for the same period in 2015, growing at
47.7 percent year-on-year. 

Total assets as of end-March 2016 grew 24.7
percent year-on-year reaching EGP 39 billion
compared to EGP 31,3 billion as of end-March

2015, while customer deposits grew by 19.2 per-
cent during the same period to reach EGP 31 bil-
lion compared to EGP 26 billion in 2015.

Isam Al-Sager, Group Chief Executive Officer
and NBK-Egypt Chairman, said “The solid growth
achieved affirms NBK-Egypt’s successful strategy
in better-positioning itself in the Egyptian mar-
ket, offering best-in-class products and services
to its customers. This is also a testimony to NBK
Group’s successful regional expansion strategy
where Egypt is one of its main pillars considering
the strong outlook and promising growth
opportunities that the Egyptian market offers”. 

Dr. Yasser Hassan, Managing Director of NBK-
Egypt highlighted the solid performance of the
Bank delivering strong growth in all financial
indicators despite the challenging operating
environment in Egypt. This strong performance
is attributed to the bank’s conservative strategy
as a member of the NBK Group. This strategy
mainly focuses on diversifying the loan portfolio

and providing the best financial solutions tai-
lored for clients, reflecting thorough analyses of
customer needs and market conditions.

NBK-Egypt (previously Al-Watany Bank of
Egypt) is a member of National Bank of Kuwait
Group and was established in 1980. The Bank
has a network of 41 branches situated at strate-
gic locations within the various Egyptian gover-
norates and cities including Cairo, Giza,
Alexandria, Delta, Sinai, and the Red Sea as well
as in industrial areas such as Sixth of October
and Tenth of Ramadan cities. 

National Bank of Kuwait was founded in 1952
as the first indigenous national bank and finan-
cial institution in Kuwait and the GCC and is one

of the largest and most prominent Arab banks.
NBK continues to enjoy collectively the highest
ratings among all banks in the Middle East from
the three international rating agencies Moody’s,
Fitch Ratings and Standard and Poor’s. NBK was
also named among Global Finance’s list of the 50
safest banks in the world for the ninth consecu-
tive time topping all Arab commercial banks and
ahead of major international banks. The National
Bank of Kuwait Group has a wide presence of
branches locally and internationally in the most
important financial centers such as London, New
York, Geneva, and Singapore in parallel to
branches in Bahrain, Lebanon, Jordan, Saudi
Arabia, UAE, Iraq, Turkey and China. 

NBK-Egypt reports net profits of 
EGP 186.6 million for Q1 2016

Al-Sager: Solid results confirm our successful strategy

Isam Al-Sager Yasser Hassan

PARIS: Cars are diverted away as tanker trucks resume normal activities after police
removed blockades at the refinery in Fos sur Mer, southern France yesterday. — AP

PARIS: France’s government stepped up
efforts yesterday to break blockades and
strikes at refineries that are threatening to
paralyse the country just three weeks ahead
of the Euro 2016 football tournament. Police
used tear gas and water cannon to clear a
blockade at one key refinery in the south of
France where activists from the CGT union
were protesting against the Socialist govern-
ment’s labour law reforms.

With a fifth of service stations either dry or
running low on fuel, President Francois
Hollande said a deadlock caused “by a minori-
ty” was unacceptable. At least six out of the
eight refineries in France have either stopped
operating or reduced output due to strikes
and blockades.

The chief executive of Total said the dis-
ruption meant the French oil giant would
have to “seriously review” its investment plans
in France. Five of the refineries affected are
run by Total. “If our colleagues want to take an
industrial asset hostage for a cause that is for-
eign to the company, you have to ask
whether that is where we should invest,” Total
CEO Patrick Pouyanne told reporters yester-
day. Hollande and Prime Minister Manuel
Valls vowed to lift the blockade, which is part
of a three-month campaign of strikes against
the labor reforms. Adding to the pressure on
the government, hundreds of thousands of
football fans will soon travel to France for the
month-long European football champi-
onships that kick off on June 10.

And the aviation unions yesterday threat-
ened to call a three-day strike from June 3 as
part of a separate dispute. Valls called on the
CGT union, which is leading the strike action
at the refineries, to act responsibly. “To take
consumers, our economy, our industry
hostage in this way-to  continue actions
aimed at getting the draft law withdrawn-is
not democratic,” he said, speaking during a
visit to Israel.

Union defiant 
At dawn yesterday, riot police moved in to

lift a blockade of the refinery and fuel depots
at Fos-sur-Mer, on the Mediterranean coast
near Marseille. The local police authority said
officers had met “significant resistance”, with
objects thrown, and several police and
activists had been hurt.Valls said: “We will con-

tinue to clear the sites, the depots, which are
today blocked by this organization.” But CGT
general secretary Philippe Martinez remained
defiant. Most people in France opposed the
labour reforms that the union was fighting, he
told BFMTV. The prime minister was playing “a
dangerous game” trying to set the CGT
against the wider population, he said.

Some local authorities in the north and
northwest of France have imposed rationing
of petrol supplies. Some motorists in the Paris
region have resorted to tracking down fuel
tankers and following them to petrol stations.
MEDEF, France’s employers’ organisation,
called on the government to “re-establish the
rule of law”. In the northeast meanwhile,
motorists were driving over the border to
stock up at Belgian stations. 

IMF backs reforms 
A few minutes’ drive from France, in

Hertain, Belgium, a 24-year-old lorry driver
who gave his name as Amazigh, was grateful
for the lifeline. “Without petrol, we can’t work.
Here, I filled up for tomorrow and I can go
back to Lille,” the French city just 18 kilome-
tres (11 miles) away.

In Belgium itself, riot police fired water
cannon at anti-austerity protesters Tuesday as
unions there called for mass protests and
strikes over their government’s proposed
labour reforms. To add to the French govern-
ment’s problems, rail unions are due to strike
from Wednesday for two days. And unions
have planned another nationwide day of
strikes and demonstrations against the draft
law tomorrow. Opponents say the labor
reforms are too pro-business and will do little
to reduce unemployment.

But the reforms, which would make it easi-
er to hire and fire workers, were backed
Tuesday by the International Monetary Fund.
A new IMF report said the measures were
needed to bring down France’s jobless rate of
9.9 percent. “The economy is recovering, but
not at a pace that will bring about the need-
ed reduction in France’s high level of unem-
ployment and public debt,” said the report.
The government controversially forced the
legislation through the National Assembly
without a vote earlier this month. The legisla-
tion still faces a vote in the Senate, the upper
house of parliament. — AFP

France breaks blockades 
as petrol runs short

LONDON: Bank of England Governor Mark
Carney yesterday defended the central bank’s
decision to flag the risks of leaving the
European Union, coming under renewed
attack from a lawmaker who has been highly
critical of his role in the Brexit debate. Carney
said the Bank might have to make a big
reassessment of its stance on interest rates if
Britain votes to leave the EU in the referendum
on June 23 - widely known as Brexit - and that
was something it felt obliged to explain ahead
of time to businesses and households. “It’s
important not just for those in financial mar-
kets to understand that, but it’s important also
to (be) straight with the British people about
that,” he told a parliamentary committee.

The BoE has angered campaigners who
want Britain to leave the EU by talking of the
risk of a sharp slowdown in economic growth
and a rise in inflation in the event of a vote for
Brexit, as a British departure from the EU is
known. Carney said earlier this month there
was a risk of a two-quarter recession. Jacob
Rees-Mogg, a eurosceptic lawmaker who has
previously accused Carney of venturing into
politics with his Brexit warnings and called on
him to resign, kept up his criticism. Rees-Mogg
accused Carney of “sophistry” for justifying the

BoE’s intervention while it had remained silent
about what different national election results
might mean for the economy in the past. The
Conservative Party lawmaker also called the
BoE a “creature of the government”, prompting
a visibly irritated Carney to say the BoE took no
sides in the referendum debate.

Prime Minister David Cameron and
finance minister George Osborne are lead-
ing the campaign to keep the country in the
EU.  The finance ministry has issued similar
warning to Carney. Andrew Tyrie, chairman
of the committee quizzing Carney and oth-
er BoE officials yesterday, said lawmakers
would have criticised the governor if he had
stayed silent on Brexit.

Carney said he did not expect the central
bank to make substantial fresh comments
about the risks of Britain leaving the EU
before the referendum next month. The Bank
is due to make a monthly policy statement
on June 16, a week before the In-Out vote. In
a separate hearing in parliament yesterday,
members of the BoE’s Financial Policy
Committee, which oversees Britain’s financial
services industry, struck different tones on
the scale of the risks posed by a British vote
to leave the EU. — Reuters

BoE’s Carney, under fresh 
fire, defends Brexit message

GENEVA: A Swiss private bank accused of turning a
blind eye to shady money transfers and willful defi-
ance of regulators will face criminal proceedings
and be liquidated for its alleged role in the suspect-
ed embezzlement of $4 billion from a Malaysian
state fund. In a two-pronged crackdown, authorities
in Singapore yesterday ordered the closure of the
local branch of BSI, which is based in Lugano,
Switzerland, citing serious breaches of anti-money
laundering requirements, poor management over-
sight and gross misconduct by some staff.

And the Swiss attorney-general’s office said it
had begun criminal proceedings against the bank,
pointing to signs that money laundering and
bribery of foreign officials in the case of the 1MDB
investment fund “could have been prevented had
BSI SA been adequately organized.”

The Swiss financial markets supervisor, FINMA,
detailed how the bank shunted tens of millions of
dollars’ through its system for years with little or no
explanation or proper oversight. BSI, “despite clearly
suspicious indications, did not clarify the back-
ground to these transactions,” it said.

The revelations, culminating a probe by FINMA
begun three years ago, come three months after
BSI’s owner, Brazil’s BTG Pactual, announced plans
to sell the bank to Switzerland’s EFG International
for 1.5 billion-1.6 billion Swiss francs ($1.5 billion-
$1.6 billion). The two sides were aware then that
regulators were looking into the case, people famil-
iar with the case told The Associated Press. The
Swiss regulator said Tuesday it would approve the
deal on condition that BSI be integrated into EFG
and dissolved within a year.

The move comes after Switzerland’s attorney
general opened an investigation last year of two
former 1MDB officials and persons unknown on
suspicion of bribery and money laundering, among
other offenses. Investigations so far into 1MDB have
indicated that $4 billion earmarked for develop-
ment projects in Malaysia may have been misap-
propriated from state-owned companies.

Malaysian Prime Minister Najib Razak was behind
the creation of 1MDB in 2009 and has been fighting
allegations that cash from the fund flowed into his
personal accounts. No public officials in Malaysia
have yet been charged with wrongdoing, and the
Malaysian government had no comment about the
case yesterday. The Swiss market regulator said BSI
had business relationships with a range of sovereign
wealth funds, with accounts in Switzerland and
Singapore. It said senior management “did not ques-
tion why the sovereign wealth funds should use a
private bank to provide institutional services and

pay excessive out-of-market fees for doing so.” “In
one case involving a deposit of $20 million for exam-
ple, the bank was happy to accept the client’s expla-
nation that the funds involved were a ‘gift’,” FINMA
said. “In another case, an account was credited with
more than $98 million without any effort to clarify its
commercial background.”

In yet another case, it said, $20 million was trans-
ferred through a variety of BSI accounts on the same
day before being transferred to another bank - the
kind of transaction that is “often a clear indication of
money laundering.” FINMA said exceptions to the
bank’s internal rules were made for important
clients, and that management was informed but
took no action to monitor those exceptions. The reg-
ulator said six other, unspecified Swiss banks are
also being investigating in connection with the
1MBD case, and two former top managers of BSI are
being investigated to determine what they knew.

The regulator also ordered the confiscation of 95
million francs in “illegally generated profits” from BSI.

FINMA spokesman Vinzenz Mathys said that was the
second-largest confiscation ever by the regulator
after one in connection with a foreign-exchange
trading case at UBS in 2014 and 2015.

The Monetary Authority of Singapore said it had
referred to prosecutors the names of six senior BSI
Bank managers and staff to determine whether they
committed criminal offenses. In February, Singapore
said it had seized a large number of bank accounts
and was working closely with Malaysia, the United
States and Switzerland in the 1MDB probe. BSI said it
had “cooperated fully” with FINMA and Singapore’s
MAS on investigations into 1MDB arising from activi-
ties between 2011 and 2015. Regarding the Swiss
attorney general’s announcement, the bank said
that “BSI will cooperate to ensure a quick and fair
resolution.” CEO Stefano Coduri’s offer to resign was
accepted by the board of directors, which thanked
him “for his sense of responsibility,” the bank’s state-
ment said. Roberto Isolani, currently a BSI board
member, was appointed to replace him. — AP

Swiss bank to be shut over 
Malaysia embezzlement scam

SINGAPORE: The Office building (at left) where the Swiss bank BSI is located is seen in
Singapore yesterday. Singapore’s central bank yesterday said it was kicking out Swiss bank
BSI, which has been linked to a global money-laundering scandal at Malaysia’s state fund
1MDB that has embroiled Prime Minister Najib Razak. — AFP


