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Euronext faces a bind 

over LSE Clearnet sale

Rivals like CME Group seen as possible bidders
LONDON: The London Stock Exchange’s move
to sell off its French clearing business has left
France’s stock market operator Euronext facing
a dilemma. The Paris-based exchange has
begun talks with LSE to buy LCH Clearnet SA
according to sources familiar with the negotia-
tions.  The British bourse has put the platform
up for sale to help get its $28 billion merger
with Deutsche Boerse approved by European
competition authorities, and Euronext is seen as
the faraway favorite to buy it. 

The deal would strengthen Euronext’s posi-
tion in the competitive European clearing mar-
ket following its acquisition of a 20 percent
stake in Netherlands-based clearing house
EuroCCP. It would also give it control of a plat-
form that it provides much of the revenue for
and would allow it to avoid relying on a com-
petitor’s clearing house for an essential service.

Clearing forms a critical part of the financial
system’s plumbing, guaranteeing a trade is
completed even if one side of the transaction
goes bust. Clearing is becoming a growth sector
in trading as new rules intended to apply les-
sons from the financial crisis mean far more
derivatives will have to pass through a clearing
house, ensuring their volumes will swell in com-
ing years. But there’s a catch. If Euronext buys
Clearnet SA, the chances of LSE getting the nod
from competition regulators to merge with
Deutsche Boerse increase as it would ease con-
cerns about a concentration in the clearing mar-
ket. But the deal would still leave Euronext a
minnow compared with a combined Anglo-
German exchange.

“Of course Euronext is keen to acquire
Clearnet,” said a source directly involved in the
talks. “But Euronext is probably even more keen
to see the LSE-Deutsche Boerse merger fail.”

Euronext said in a statement that it is “obvi-
ously considering this situation (LCH.Clearnet
SA), because this asset belonged to Euronext
until 2003.” But it declined to comment on

whether the company is currently in talks with
LSE. “We are a natural buyer but not at any price,
especially since our clients represent approxi-
mately half of the revenues of the company,” it
added.

Politics at play
A decision by Euronext, which also oper-

ates exchanges in Belgium, Netherlands, and
Portugal, to buy Clearnet would be watched
not just  by the London and German
exchanges - politicians in France also have an
interest. The French government wants critical
market infrastructure to be locally owned, and
President Francois  Hol lande and other
European policymakers say euro-denominated
derivatives contracts should be cleared in the
single currency area.

The bulk of euro-denominated swaps are
currently cleared by the London half of LCH
Clearnet. But Euronext buying up Clearnet in
France could help drive euro clearing to Paris
and a French-owned exchange. But l ike
Euronext the French government - as well as
those in Portugal and Belgium - have also spo-
ken out against LSE and Deutsche Boerse com-
bining, saying a deal would create an exchange
so large it could make it more expensive for
some companies in Europe raise money on the
capital markets.

Buying Clearnet would not be enough to
instantly transform Euronext’s footprint in the
industry though - and the merger of the London
and Frankfurt exchanges would be a ready
made channel for shifting euro-denominated
clearing from London to Deutsche Boerse’s
Eurex clearing unit in any case. People familiar
with Euronext’s thinking say the exchange’s
management does not feel under obligation to
buy Clearnet and has “alternative options”,
pointing to the EuroCPP deal as an example,
though the latter clears shares and has no
immediate plans to move into derivatives.

Euronext could take its time and wait until
there’s more clarity on whether the LSE-
Deutsche Boerse deal will go through - last
month the European competition regulator
raised a series of concerns about the proposed
merger. But LSE is unlikely to offload the asset if
the deal with Deutsche Boerse is rejected, so
there is only a limited time to decide. It would
also be easier for Euronext to secure a deal now
as its clearing contract with LCH Clearnet
expires in December 2018, which in market
structure time scale is a very short time frame
given all the tests and authorizations required if
it is to find an alternative clearing house.

Britain’s decision to leave the European
Union has also made LCH’s French arm more
attractive to non-EU players as it would allow
them to operate in the continent without hav-
ing a so-called “passporting” deal in place.
Chicago-based CME Group, which was touted as
a possible rival bidder for Deutsche Boerse,
might want to bid, sector bankers said. CME
declined to comment. The cash-rich exchange
has been slowly building up a presence in
London, where it already has a clearing house.
Industry officials say Asian exchanges might
also be interested in Clearnet as a gateway into
the EU.

That leaves Euronext with limited bargaining
power and time with LSE, as others might seize
the opportunity if they fail to agree a deal.
Analysts at KBW say Euronext is under-lever-
aged compared to other exchanges, so has the
firepower to ensure a deal goes through. The
whole of LCH-Clearnet is estimated to be worth
around 600 million euros ($650 million) based
on what LSE paid for its controlling stake in
2012, with Clearnet expected to sell for less
than that. One banker in the exchange industry
estimated it could be worth 400 million euros.
The question is whether they see the platform
as a good enough consolation prize for an LSE-
Deutsche Boerse merger.— Reuters

KUWAIT: Kuwait Finance House (KFH)
announced the 8 winners of the last draw
of the new banking cards campaign
themed “Use KFH Cards and You May Win
up to 2 Mercedes-Benz SUV’s and Cash
Prizes up to KD 60000 aiming at encourag-
ing its customers to use KFH credit, prepaid
and debit cards while making purchases in
Kuwait and overseas.

The winners are: Husain Alkindari,
Nawaf Alotaibi, Mohammad Alqattan, Saud
Shoaib, Ayad Alhoud, Mubarak Alhajri,
Khaled Alahmad and Saleh Alkindari. For
every KD 10 spent on their KFH cards,
clients will gain a chance to enter a draw
and win up to 2 Mercedes-Benz cars and a
chance to win the value of their purchases
up to $2000 daily for 100 days. It is worth
noting that KFH Credit and Prepaid cards
used in domestic and international pur-
chases and KFH Debit cards used in inter-
national purchases are eligible for the daily
draw.

Moreover, clients will gain the chance to
enter 2 draws to win 2 Mercedes-Benz cars.
The first draw will  be for the first car
Mercedes Benz GLE 400. This draw will be
held after 50 days of the launch for pur-
chasing transactions conducted from day 1
to day 50, while the second draw will be for

the second car Mercedes Benz GLE 450
Coupe, and will be held after 100 days of
the launch for purchasing conducted from
day 51 to day 100 of the campaign. KFH
strives to continuously offer its clients new
promotions and offers that differentiate
them among peers, whilst also bolstering
the bank’s pioneering position in the field
of banking cards. KFH marketing cam-
paigns play a significant role in underlining
KFH’s principles that include boosting sales,
while benefitting clients and merchants.

This new campaign is part of KFH’s
efforts to reward its clients and grant them
additional value; thus achieving higher cus-
tomer satisfaction. The campaign also aims
at enhancing the bank’s presence, especial-
ly that it dominates the largest market
share in the field of banking cards in
Kuwait. KFH has won several awards in the
field of banking cards which reinforces its
success and efficiency in banking cards
market. KFH enjoys high confidence and
leadership in the market in addition to high
quality products which have enabled it to
achieve growth in cards market and
increase the number of customers. KFH
occupies the leading position as the issuer
of banking cards and one of leading banks
at the GCC level. 

KFH announces winners of 

‘Banking Cards Campaign’ 

KUWAIT: KAMCO Investment Company, a lead-
ing investment company with one of the
largest AUMs in the GCC region, successfully
acquired General Electric ’s (GE) Global
Operation Center building located in the
United States of America. KAMCO, established
in the heart of Kuwait City with an internation-
al office in the UAE, announced that the 12-sto-
ry office tower housing GE’s Global Operation
Center, located within The Banks “Work, Live,
Play” mixed-use development area in down-
town Cincinnati, Ohio is categorized as a Class
A trophy property. 

The strategic location provides returns
expected to deliver a 6.5% per annum net yield
to investors and a projected net IRR of 7.1%
after a total investment period of 5 years. The
newly built-to-suit state of the art facility is
equipped with the latest building techniques
and necessary infrastructure to accommodate
a large number of offices, and consists of
339,678 sq feet of usable commercial space.
The property, leased to GE on a triple net 15-
year lease, started from October 2016 until
2031 with five additional terms of 5 years with
each option extended. 

Commenting on the acquisition, Chief
Executive Officer of KAMCO, Faisal Mansour
Sarkhou, said that the acquisition was yet
another landmark in KAMCO’s expansion plan
that the Firm implemented during the begin-
ning of 2016. He also affirmed KAMCO’s strate-
gic focus on the regional and international real
estate investments across the identified core
markets that provide sustainable returns to the
Firm’s shareholders. 

Also commenting on the acquisition, Chief
Investment Officer of KAMCO, Khaled Fouad,
said, “This investment opportunity emphasizes
KAMCO’s ongoing determination in providing
new diverse and innovative income generating
asset streams, and we believe that this prime
asset offers long-term value in combination
with attractive current yields.” Fouad also added
that the Alternative Investments Department at
KAMCO is keen to resume developing and
expanding its renowned track-record of experi-
ence in different alternative asset classes on a
local, regional and global basis. 

The investment transaction was orchestrat-
ed by the Atlanta office of Eastdil Secured, act-

ing on behalf of Carter and 90 North Real
Estate Partners acting on behalf of KAMCO. JLL
Capital Markets Debt & Equity team, based in
Chicago, coordinated the financing, on behalf
of KAMCO, with Des Moines, Iowa based
Principal Real Estate Investors.  The local
Cincinnati office of CBRE, led by Steven
Thornton, will provide property management
on the asset.

Assisting KAMCO in completing the transac-
tion, Ice Miller LLP acted as legal advisors for all
practices in the United States.. Ernest and
young provided tax advisory services for the
acquisition, while BDO USA LLP, Centrum
Investment Group, and Jones Lang LaSalle
financial and professional services firm special-
izing in commercial real estate services, assist-
ed in completing the transaction. GE is a global
digital industrial company that is ranked 8th in
the Fortune 500 with investment grade ratings
from Standard and Poor’s (AA+) and Moody’s
(A1). The company’s diversified stream of
income from its clients in over 180 countries
has led GE to reach a market cap of approxi-
mately USD 296.5 billion.

Strategic Location
The real estate property acquired by KAM-

CO is located in the vital area of Cincinnati,

Ohio called “The Banks”. The Banks is vibrant,
mixed-use development on the banks of the
Ohio River. The ideal location consists a combi-
nation of residential real estate, entertainment
venues, retail stores, offices and national parks.
It is also situated between the Cincinnati Reds’
baseball stadium, the Great American Ball Park
and the Paul Brown Stadium. The development
has also transformed downtown Cincinnati’s
riverfront to a true live-work-play environment. 

When fully completed, The Banks will fea-
ture 1,800 residential units, 400 hotel rooms, 1
mil l ion square feet of  off ice space and
400,000 square feet of retail space. The 592
residential units have been completed to
date, along with over 100,000 square feet of
retail. The location has multiple bus and shut-
tle services and a new bike-sharing program,
Cincy Red Bike, with recently installed sta-
tions across the downtown Cincinnati area
providing over 260 bicycles for public use.
The new $112 million, 3.6-mile streetcar track
will link The Banks to Downtown and eventu-
ally to the University of Cincinnati. The ameni-
ties The Banks has to offer allows GE to access
a broader and wider pool of quality staff, in a
modern working environment while encour-
aging a work- life balance.  

Fitch affirmed NBK Long Term 

ratings at AA-,Outlook Stable

KUWAIT: Fitch Ratings, the international
credit rating agency (Fitch), once again
affirmed National Bank of Kuwait’s (NBK)
Long-Term Issuer Default Rating (IDR) at
‘AA-’, the highest in the Middle East and
North Africa, with a Stable Outlook. Fitch
highlighted the strength of NBK’s regulato-
ry capital achieved through a rights issue
and by issuing additional tier 1 securities
and subordinated bonds, noting that NBK’s
regulatory capital ratios and Fitch Core
Capital (FCC) have improved. 

Moreover, the agency added that NBK’s
Viability Rating (VR) is underpinned by its
flagship status and dominant franchise,
which supports it revenue generation
capacity and ability to finance better quali-
ty assets than its peers. The rating also fac-
tors in the bank’s strong management, con-
sistent strategy and solid funding profile

The report confirmed that the Stable
outlook on the bank’s Long-term IDR
reflects the outlook on the Kuwaiti sover-
eign rating at (AA/Stable), due to the

agency’s expectation of support from the
authorities and Kuwait’s strong ability to
provide support to its banks, combined
with Fitch’s belief that there would be a
strong willingness to do so, in addition to
the authorities’ record of support for the
domestic banking system in case of need.

Central Bank of Kuwait (CBK) also played
a vital role as per the report, with its strict
regime and hands-on monitoring
approach, leading to the continued
improvement of the asset quality in the
banking sector. Additionally, reserves for
NPLs continue to be extremely high due to
the prudent actions of CBK’s requiring the
build-up of precautionary general provi-
sions. Finally, in its reflection on the eco-
nomic scene in Kuwait, Fitch concluded
that despite the impact of lower oil prices,
Kuwaiti banks in general continue to bene-
fit from a fairly stable operating environ-
ment, thanks to the government’s continu-
ing capital spending plans which managed
to partially offset the pressures. 

KAMCO acquires GE Global 

Operation Center in US

KAMCO’s CEO Faisal Sarkhou Chief Investment Officer at 
KAMCO Khaled Fouad 

DOHA: Commercial Bank of Qatar (CBQ)
swung to a third-quarter net loss, it reported
late on Tuesday, as the Gulf Arab state’s third-
largest lender by assets was forced to set
aside more cash to cover bad loans. The
results, the first since the appointment of for-
mer Australia and New Zealand Banking
Group banker Joseph Abraham as chief exec-
utive, continue the bank’s dismal earnings
run, having posted falling profits in the pre-
ceding four quarters.

The bank made a net attributable loss of
1.04 million riyals ($285,612) in the three
months to Sept. 30, the bank said in a finan-
cial statement. That compared with a net
attributable profit of 275.9 million riyals a year
earlier, while the average forecast of four ana-
lysts polled by Reuters was for a quarterly

profit of 281.7 million riyals. Reuters had earli-
er calculated the earnings based on a sepa-
rate statement which did not provide a quar-
terly breakdown. Weighing on the bank’s
earnings was a near-tripling of net impair-
ment charges against bad loans, which
jumped to 504.9 million riyals in the third
quarter from 167.6 million a year earlier. 

Provision levels in the Gulf are being care-
fully watched as the region’s banks feel the
fallout of lower oil prices on the wider econo-
my, which has forced cutbacks in state and
consumer spending, as well as layoffs in a
number of industries. Saudi banks have been
hit hard by third-quarter impairments,
although other Qatari lenders which have so
far reported earnings have not registered sig-
nificant jumps. In a statement, Abraham said a

review of the bank since he joined had identi-
fied a need to recognize a number of non-per-
forming loans.

“Both the board and the bank’s leadership
team view this as the necessary first step in
aligning the business for the current and
future economic environment and ensuring
Commercial Bank builds sustainable earnings
and is well positioned for the future,” Abraham
said. The bank will update the market with
other aspects of the review later in the year,
Abraham said. Quarterly net interest income
fell by 13.5 percent to 563.2 million riyals and
net fee and commission income fell by 30.7
percent to 170.7 million. Loans and deposits
levels both increased by 4 percent to 75.9 bil-
lion riyals and 66.7 billion riyals as of Sept
30.—Reuters

Bad loan provisions almost triple

Egypt allocates $1.8 billion to 

build up strategic goods stock 
LONDON: Egypt’s central bank has allocated
$1.8 billion to ensure six months of reserves
in all strategic goods, Supply Minister
Mohamed Ali El-Sheikh said yesterday, after
widespread sugar shortages prompted talk
of an impending food crisis. Egypt already
has five months worth of wheat and veg-
etable oil reserves and would ensure that
Egyptians receive a steady supply of essen-
tial foods, Sheikh said at a news conference.
The $1.8 billion has already been allocated
and the supply effort would be made in
coordination with the armed forces, said
Sheikh, a military major general who took
charge in September of a ministry rocked by
a wheat corruption scandal.

Sheikh said his ministry would seek to
end procurement of wheat to open air
silos by next year’s buying season and
move to more sophisticated climate-con-
trolled silos that are designed to minimize
waste and prevent fraud. The move comes
as Egypt,  the world’s largest wheat
importer, tries to clamp down on alleged
corruption in its strategic wheat supply
chain that has wasted billions of pounds
in public funds. Egyptian prosecutors are
investigating allegations that millions of
dollars intended to subsidize local wheat
farmers were used to purchase more

wheat on paper than was found in silos. 
The public prosecutor has charged sever-

al private silo owners and others with profi-
teering, forgery and enabling embezzle-
ment. Parliamentarians who formed a fact-
finding commission to investigate the sus-
pected fraud have said upwards of 2 million
tons, or 40 percent of the locally procured
crop, may be unaccounted for. Sheikh said a
committee composed of officials from the
supply, agriculture and finance ministries
had been established to determine the
proper price for local wheat to be procured
next year.

However, he said Egypt had yet to decide
if it will shift to a system where it pays farm-
ers the global wheat price plus the govern-
ment subsidy. The plan was mooted earlier
this year as part of efforts to minimize
opportunities for corruption along the sup-
ply chain but was never implemented. Egypt
was also reviewing eligibility for a smart card
system through which low income
Egyptians access state-subsidized food,
Sheikh said. He said the ministry would cut
waste by cancelling cards allocated to peo-
ple who have since died or emigrated and
would review eligibility criteria for everyone
else. He did not elaborate on what the new
criteria may involve. — Reuters

Qatar bank CBQ swings to loss


