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KUWAIT: US interest rates path remain a key focus for investors in
the wake of the presidential election, with a December rate hike
still on the table. Federal Reserve Vice Chairman Stanley Fischer
said that economic stability could be threatened by low interest
rates, but it was “not that simple” for the Fed to hike. The next
decision is scheduled for the second of November; however, mar-
kets priced out a rate hike and pushed it further to December
with odds of a rate hike climbed to 70 percent.

Back in Europe, the ECB meeting sent a dovish signal to mar-
ket although policymakers left the policy rate and the QE pro-
gram unchanged. President Mario Draghi indicated that there
were no discussions about tapering or extending QE at the meet-
ing. Draghi also confirmed he would wait until December to
decide whether to extend beyond 2017 with the Euro 80 billion
asset purchase program formulated earlier this year.

The GCC was in the news this week with Saudi Arabia setting
a record with a USD 17.5 billion bond issuance, being the govern-
ment’s first international offer. Factors supporting the issuance
included ultra-low global interest rates and the lack of high yield-
ing assets around the world.

On the currency front, the US dollar Index extended its recent
rally from May’s low at 91.91 and reached as high as 98.80 by the
end of the week. 

The euro on the other hand opened the week at 1.0972
against the US dollar and managed to reach a short lived high at
1.1039. The pair slowly weakened as financial markets reacted to
the European Central Bank’s decision to leave interest rates
unchanged. The currency pair managed to close the week at
1.0887 on a stronger dollar theme

The pound sterling lost 20 percent of its value since the vote
to leave the EU, making inflation expectations sky rocket and
decreasing the probability of a rate cut by the BOE in November.
Investors are demanding additional premium for buying bonds
from the government causing yields to increase by 37 basis
points, the largest movement since the last financial crisis. The
Pound remains extremely volatile opening the week at 1.2186
and closing at 1.2238.

In Asia, the Bank of Japan Governor Kuroda spoke in the par-
liament on Friday stating that the BOJ will evaluate the appropri-
ate yield curve at every meeting and the yield curve can change
depending on economy. The Japanese yen opened the week at
104.25 against the US dollar and remained stable despite an
ongoing bullish momentum in the dollar. The currency range
traded between a low of 103.15 and a high of 104.39 closing the
week at 103.85.

On the commodities side, oil prices climbed almost 3 percent
to the highest level in more than a year after a report showed
unexpected drop in US crude stockpiles. Crude futures were trad-
ing at more than $52 per barrel, the highest level since July 2015
after a government report showed US stockpiles surprisingly
dropped by 5.2 million barrels last week. Investors were expect-
ing an increase of 2.1 million barrels.

US consumer price index 
The consumer price index increased by 0.1 percent to 0.3 per-

cent month on month. The CPI recorded the biggest gain in five
months in September as the cost of gasoline and rents surged. In
the 12 months through September, the CPI accelerated 1.5 per-
cent, making it the biggest year-on-year increase since October
2014. Core CPI gained 0.1 percent last month after climbing 0.3
percent in August.

Unemployment claims 
In the week ending October 15, initial jobless claims came at

260,000, an increase of 13,000 from the prior week’s revised level.
The earlier week’s level was revised up by 1,000 from 246,000 to
247,000. The 4-week moving average was 251,750, an increase of
2,250 from the previous week’s revised average. The previous
week’s average was revised up by 250 from 249,250 to 249,500.
There were no special factors impacting this week’s initial claims.
This marks 85 consecutive weeks of initial claims below 300,000,
the longest streak since 1970.

New home construction surprisingly dropped in September
on the back of a falling multifamily building while permits rose
more than market expectations, in signs of an ongoing progress
in residential real estate. Housing starts came weaker than
expected at -9 percent on a monthly basis while expectations
were for a 2.9 percent increase. Single-family starts however con-
tinued to climb, rising 8.1 percent in September to a rate of

783,000. In addition, building permits continue to show a healthy
market coming at 6.3 percent month on month versus expecta-
tions of 1.1 percent increase.

The outcomes from the October Manufacturing Business
Outlook Survey suggest that regional manufacturing conditions
continued to improve. Indexes for general activity, new orders,
and shipments were all positive this month. Firms expect contin-
ued growth for manufacturing over the next six months and are
becoming more optimistic about employment growth.
However, the index for current manufacturing activity in the
region fell from a reading of 12.8 in September to 9.7 this month.
The index has now been positive for three consecutive months.
The new orders index increased significantly this month, increas-
ing from 1.4 in September to 16.3 in October. The percentage of
firms reporting increases in new orders this month rose to 40
percent from 30 percent last month.

ECB keeps stimulus unchanged  
The European Central Bank kept its quantitative easing pro-

gram and interest rates unchanged as uncertainty has built up
over a possible extension of the bond-buying program later this
year. The Governing Council left the main refinancing rate at
zero, the deposit rate at minus 0.4 percent and asset purchases
at 80 billion euros a month, on market expectations. According
to Draghi’s statement, “the Governing Council continues to

expect the key ECB interest rates to remain at present or lower
levels for an extended period of time, and well past the horizon
of the net asset purchases”. Moreover, “the Governing Council
confirms that the monthly asset purchases of 80 billion euros are
intended to run until the end of March 2017, or beyond, if neces-
sary, and in any case until it sees a sustained adjustment in the
path of inflation consistent with its inflation aim.”

Draghi also reiterated that inflation is likely to return to the
ECB’s goal of just below 2 percent by early 2019 at the latest,
while the majority of economists’ views are that the Council will
eventually extend QE to reach that goal. The ECB Council is
assessing options for a redesign of the program to ensure that
purchases can continue, after concerns emerged that qualified
assets might be running low.

Euro area consumer price
The inflation rate in the Euro zone doubled in September as

energy prices picked up momentum for the past 4 weeks,
although the core rate also watched by the European Central
Bank was unchanged for the fourth consecutive month. The
services sector, which is the largest component of the economy
in the eurozone, prices were 1.2 percent higher year-on-year in
September and 1.1 percent higher in the previous month.
Nevertheless, the inflation figure is still far from ECB’s target of
just below 2 percent even though the Central Bank has been
injecting 80 billion euros every month into the economy.

Britain’s consumer prices index climbed by 1.0 percent in the
year to September 2016, compared with a 0.6 percent rise in the
year to August. The rate in September was the highest since
November 2014, when it was also 1.0 percent. The official statis-
tics show most of the rise in September actually came from
biggest monthly jump in clothing prices in 6 years and rising
fuel costs. The Bank of England forecast in August indicated that
inflation would hit its 2 percent target in a year, and then likely
overshoots for the next couple of years as a weakened sterling
pushes up inflation costs. Moreover, the core consumer price
index increased from 1.3 to 1.5 percent year on year in the
month of September.

The October’s employment data showed that the number of
people seeking unemployment benefits rose by just 0.7K in
September from August. However, the August value was highly
revised from 2,400 up to 7,100. The unemployment rate held
steady at 4.9 percent in August and average weekly earnings
rose 2.3 percent in three months through August compared to
the same period a year ago. Both those indicators were in line
with expectations.

Strong UK retail sales  
Britain’s retail sales recorded their strongest quarter of

growth in Q3 2016 since late 2014. In the three months to
September, retail sales volumes expanded by 1.8 percent on a
quarterly basis and 5.4 percent from a year earlier, although
September figures were disappointing as retail sales remained
flat against an estimate of 0.3 percent month on month. The
sharp depreciation of the Sterling pound by 20 percent since
Brexit caused prices to rise decreasing consumers overall
demand. 

Kuwait
Kuwaiti dinar at 0.30310
The USDKWD opened at 0.30310 yesterday morning. 

European Central Bank still on hold
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KUWAIT: A.R. Albisher and Z. Alkazemi Company, the
Authorised General Distributor of Mercedes-Benz in Kuwait
have announced the arrival of the GLS roadshow to Kuwait.
Offering car enthusiasts the opportunity to experience the
emotional and technical aspects of Mercedes-Benz’s GLS 500
first-hand, the vehicle will be displayed in Dome three of The
Avenues Mall on Thursday 27th and Friday 28th October. 

Alongside the vehicle, a new GLS Lounge will provide visi-
tors with the opportunity to glimpse inside the dynamic
world of the GLS driver. A variety of lifestyle images adorn the
walls of the lounge, and highlight what it means to drive the
seven seater luxury SUV. Visitors can also view new GLS video
clips, speak with knowledgeable sales consultants and regis-
ter for a test drive while at the lounge.

“Kuwait is the last stop in the regional roadshow, which
has been well received across the GCC. The new GLS lounge
concept really invites visitors to come and immerse them-
selves in the emotional experiences of a GLS 500, as well as its
physical and technical side,” said Michael Ruehle, Chief
Executive Officer, A.R. Albisher and Z. Alkazemi Company.
“This is a vehicle which embodies elegance, quality and exclu-
sivity and can switch effortlessly from everyday driving to off-
road explorations, making it the perfect choice for families
and adventure seekers alike - so we encourage people to

come and visit the Lounge to enjoy the full experience for the
short time it is on offer.” 

Being the full-fledged seven-seater in the Mercedes-Benz
SUV range, the GLS boasts ample spaciousness and combines
luxury with impressive levels of comfort, agile dynamics and
also best-in-class safety. A new, dynamic exterior and revised,
luxurious interior clearly underscore the impressive character
of the GLS, with designers adapting the full-size luxury SUV to
the current Mercedes-Benz design idiom. On the exterior, the
focus has been placed on a redesign of the front end, while
the rear has been modernised primarily in the area of the
bumper and taillights. Eye-catching highlights in the interior
include the newly designed instrument panel with semi-inte-
grated Media Display, the new 3-spoke multifunction steering
wheel, the modified centre console with touchpad and also
the new appointment colours and trim elements.

The powerful GLS 500 4MATIC with V8 biturbo engine fea-
turing direct injection now generates 455 hp, some 20 hp
more than the preceding model, and at a maximum torque of
700 Nm combines outstanding performance with the high
level of motoring comfort of these engines.

The Mercedes-Benz GLS 500 display will be located in
Dome Three of The Avenues Mall on Thursday 27th and Friday
28th October 2016. 

Mercedes-Benz GLS roadshow arrives in Kuwait

Italy’s frontline in 
fight to save banks

MILAN:  Storage rooms crammed with loan documents
have emerged as a hidden front line in Italy’s battle to
save its banks from the threat of financial crisis. Dozens of
analysts have been toiling in back offices of the nation’s
third-largest lender, Monte dei Paschi di Siena , in the first
stage of a campaign to sell or recover much of Italy’s 360
billion euros ($395 billion) worth of problem loans.

The analysts, engineers from a loan data firm, have
worked for almost a year with the bank’s officials to
comb through ageing files, copies of which are kept in
binders tied together with string and stacked in cup-
boards, in order to help prepare a 28 billion euro bad
loan sale.

“Ours is a painstaking job,” said Luca Mazzoni, chief
executive of Protos, which has been hired by Monte dei
Paschi. “Documents associated with a single loan can
take up an entire cupboard. In one case I remember half
a room filled with papers related to just one loan.”

Monte dei Paschi, Italy’s weakest major lender, is
under pressure from the European Central Bank to
resolve its bad debt problem by the end of the year, but
foreign investors have so far shown little enthusiasm in
supporting its rescue plan.

The arduous work of Protos’ engineers shows how the
patchy state of loan records at Italian banks is likely to
hamper sales of bad debts for some time, despite a regu-
latory push. Experts say Italian banks may struggle to
meet deadlines set by the Bank of Italy to periodically
provide very detailed information about bad loans above
100,000 euros. “Banks are getting hit from all sides: they
don’t have the time ... They may be stretched in terms of
resources and they can’t fix things like their IT system
overnight,” said Joe Giannamore, head of AnaCap
Financial Partners which owns a gross 9 billion euros
worth of Italian bad loans.

“If they don’t have information captured centrally in
one place, banks face a long, manual and very labour-
intensive job.” Lenders failed to keep records up to date
as Italian bad loans quadrupled following the onset of
the financial crisis in 2007. When they came under pres-
sure to sell, they realised their databases lacked much of
the information that buyers demanded.

DATABASES
Protos analysts have what they call their “war rooms”,

where they take the information dug out from piles of
documents and build easy-to-consult databases. High-
quality information can improve the selling price of a
loan portfolio by up to 10 percent, according to Mazzoni.

“One important lesson learnt in the disposal is (that) if
you have a good database, the price is higher,” BPER CEO
Alessandro Vandelli said after the bank sold 450 million
euros in bad loans in July.

This is key as banks normally offload bad debts at a
loss.  Monte dei Paschi’s ambitious recapitalisation would
be an even tougher challenge if a lower selling price for
its loans had blown a bigger hole in its accounts. To shed
the bad debts, Monte dei Paschi is relying on a guarantee
provided by the state and a major investment by Atlante,
a state-sponsored bailout fund financed by leading
Italian financial institutions. —Reuters


