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UBS annual 
profits jump 
to $4.9 billion
ZURICH: Swiss banking giant UBS saw
its net profits leap by almost five times
last year to $4.9 billion (4.3 billion
euros) despite “challenging conditions,”
it said yesterday. UBS’ 2017 results
were hammered by US tax reforms that
forced banks that operate in the United
States to book substantial one-time
losses in the final quarter of that year,
but which were expected to be mostly
favorable beyond that.

Excluding the impact of changes in
US tax laws, UBS net income for 2018
as a whole was still up by 25 percent
from the previous year. “I want to thank
all UBS employees for a very successful
2018 in overall challenging conditions,”

chief executive Sergio P. Ermotti said in
a statement.

He underscored geopolitical tensions,
increased protectionism and trade fric-
tion, and financial market volatility, all of
which weighed on investor sentiment in
the second half of the year.

“We’ve seen some normalization in
markets early in 2019, we will stay
focused on balancing efficiency and
investments for growth, in order to
keep delivering on our capital return
objectives while creating sustainable
long-term value for our shareholders,”
Ermotti said.

Commenting on the fourth quarter
2018, he added: “The strength of our
strategic choices and diversified fran-
chise once again came through... as we
delivered a resi l ient performance
despite historically tough market con-
ditions.” Net profit in the quarter came
to $696 million, below an average ana-
lyst forecast compiled by the Swiss
agency AWP, of $751 mil l ion.

Transactions by clients in the Americas
and Asia Pacific region slumped, with
the investment bank unit posting a

plunge of 84 percent in pre-tax operat-
ing profit owing to a difficult market
environment. —AFP

Excluding the impact of changes in US tax laws, UBS net income for 2018 as a
whole was still up by 25 per cent from the previous year. —Reuters

‘Fill or kill’: The 
three weeks 
that saved Sears
NEW YORK: The future of Sears
Holdings Corp and tens of thousands of
its employees across the United States
hung in the balance in the freezing
predawn hours last Wednesday, as Wall
Street lawyers and bankers sparred
over the fate of the beleaguered retailer
in a 50-story Manhattan office tower.
Working the phone from Miami, where
he has an office and a 17,000-square-
foot mansion, was Sears Chairman
Eddie Lampert. The investor had to
decide between boosting the $5 billion
offer he had made a week earlier for
most of the retailer’s remaining assets,
or letting the 126-year-old company
close its doors forever.

A major sticking point: who would
cover more than $200 million in costs
that Sears had racked up since filing for
bankruptcy in October. The company
owed money for taxes and merchandise
as well as fees charged by lawyers,
bankers and other advisers. The advisers’
fees alone had eclipsed $20 million by
the end of the November and were
mounting with every billable hour. Sears
did not have enough money to pay all of
the expenses.

Representatives for both Sears and
Lampert occupied the 24th floor offices
of Weil, Gotshal & Manges LLP, the law
firm retained by the company, in the
General Motors Building near Central
Park. They guzzled coffee like it was
water to stay awake, some eating dis-
carded food that was not necessarily
theirs. After three days of round-the-
clock negotiations, the conference rooms
had begun to smell, one adviser said.

Time was running out. The auction
Sears was holding as part of its bank-
ruptcy proceedings had already blown
past a midnight deadline set by US

Bankruptcy Judge Robert Drain. Besides
Lampert, the only other bidders were
either looking at small pieces of the
company or vying to shut it down alto-
gether and sell off its assets. Finally, at
2:30 a.m., in a conference room that had
previously hosted discussions about the
bankruptcies of Lehman Brothers and
General Motors, a deal was clinched.
Lampert would pay more than $5.2 bil-
lion to rescue Sears, acquiring the com-
pany’s businesses and 425 stores and
preserving about 45,000 jobs.

It was the culmination of a battle -
with Sears directors and advisers on one
side and Lampert and his negotiators on
the other - that had begun on the last
Friday in December, when the billionaire,
through his hedge fund ESL Investments
Inc, made an offer to take over the com-
pany. This account of those crucial three
weeks, based on court documents, secu-
rities filings and interviews with nearly a
dozen people familiar with the negotia-
tions, shows how close Sears came to
liquidation.

A Sears spokesman declined to com-
ment, and a Lampert representative said
he was unavailable for an interview.

Plunging revenues
When Lampert combined Sears and

rival chain Kmart almost 15 years ago, he
heralded the formation of a retailer with
more than $55 billion in annual sales,
nearly 3,500 stores and more than
300,000 employees. But within a dozen
years, annual revenues had plunged to
$16.7 billion in the face of competition
from the likes of Amazon.com Inc and
Walmart Inc .

Lampert loaned Sears money over the
years to keep it running, becoming the
retailer’s largest creditor in addition to
its biggest shareholder. Under his lead-
ership, Sears also spun off clothing man-
ufacturer Lands’ End, parted with 235 of
its best stores for $2.7 billion to a com-
pany Lampert created called Seritage
Growth Properties and sold its
Craftsman tools brand for $900 million.

None of it worked. Sears has not

turned a profit since 2010.
In September, Lampert proposed a

rescue plan, but a special committee of
independent Sears directors spurned it.
On Oct. 15, the storied retailer, which
thrived with famous mail-order cata-
logs and once owned the tallest build-
ing in the world, filed for bankruptcy
protection in White Plains, New York,
federal court.

Sears listed about $7 billion in assets,
which included just under 700 stores.
Liabilities were more than $11 billion,
including $2.6 billion owed to Lampert.
The Hoffman Estates, Illinois-based
company by then employed about
68,000 people.

Sears formed a restructuring commit-
tee of independent directors and
appointed veteran turnaround specialist
Mohsin Meghji as chief restructuring
officer. They soon faced a difficult
choice. On Dec. 28, Lampert came for-
ward with a takeover offer: he would pay
$4.4 billion to acquire various Sears
businesses and 425 stores.

The offer would preserve up to

50,000 jobs. The company’s creditors,
such as mall owners and vendors, pushed
for liquidation, which would yield a pile
of cash to pay the retailer’s bills, not to
mention its debts to bankruptcy lenders.

On the brink 
The company faced a court-imposed

Jan. 4 deadline to determine whether
Lampert’s bid was good enough to com-
pete in the looming auction. The deadline
came and went. Sears directors and
Lampert were at loggerheads. The
retailer wanted another $80 million to
cover bankruptcy expenses. Lampert
refused. On Monday, Jan. 7, the deadlock
appeared hopeless, said people involved
in the discussions. Drain urged the two
sides to keep negotiating, but talks into
the night went nowhere. Liquidation
announcements were prepared by Sears
and Lampert advisers, the people said.
Sears tapped New Jersey-based Abacus
Advisors Group LLC, whose chairman
Alan Cohen was a longtime consultant to
the company, to sell the chain’s vast
inventories of tools, appliances and store
fixtures. —Reuters

StanChart CFO 
proposes second 
referendum to 
solve Brexit crisis
DAVOS:  The chief financial officer of Asia-focused
bank Standard Chartered believes a second refer-
endum on Britain’s membership of the European
Union could be the only way to end a paralyzing
parliamentary deadlock on future ties with the bloc.
Speaking to Reuters at the Global Economic Forum
in Davos yesterday, Andy Halford said there was a
“reasonably compelling argument” for handing
back decision-making power to the people, in view
of Prime Minister Theresa May’s failure to unite
warring politicians behind her controversial EU
divorce deal.

Senior bank executives have until now avoided
comment on the possible merits of a second refer-
endum, after several large institutions drew criti-
cism for their strong financial backing of the failed
campaign to stay in the EU in 2016. “The Houses of
Parliament are there democratically to represent
the people and therefore ostensibly the decision
should lie with them,” Halford said.

“However, in a situation where there is a gridlock
in that body ... going directly to the people and
hearing exactly what the people would want to do
now that they have had two more years of informa-
tion being fed to them-that has a strong argument
for being a way forward,” he added.

StanChart is one of several global lenders grap-
pling with the redistribution of functions and staff
to multiple EU outposts in a bid to keep business
running smoothly after Britain leaves the EU on
March 29. The activities reflect months of planning
aimed at protecting clients in the event of a disor-
derly British exit, which Halford said would “seri-
ously risk momentum in the economy”. —Reuters

LONDON: Pessimism about global growth drove down
world shares and commodity markets yesterday and
left investors seeking refuge in the dollar, government
bonds and gold. The International Monetary Fund’s
warning of a darkening outlook on Monday after
China’s confirmation of its slowest growth rate in nearly
30 years and amid more head-scratching over Brexit
continued to weigh on the mood. European shares had
followed Asia into the red with disappointing earnings
from Swiss bank UBS also adding extra gloom after
Europe’s banking sector saw nearly 30 percent wiped
off its value last year.

In its World Economic Outlook report, the IMF pre-
dicted the global economy would grow at 3.5 percent
in 2019 and 3.6 percent in 2020, down 0.2 and 0.1 per-
centage point respectively from last October’s fore-
casts. The downgrade mainly reflected signs of weak-
ness in Europe, with Germany hurt by new car emission
rules, Italy under market pressure due to Rome’s recent
budget standoff with the European Union and Brexit
hanging over the bloc as well.

“We have seen a little bit of a pull back, but whether
it’s the IMF growth downgrade or China related is nei-
ther here nor there,” said CMC Markets’ senior analyst
Michael Hewson.

He pointed to the strong and sudden rebound that
markets like Germany’s Dax have seen since the end of
December as well as other major global indexes. “We
are at the top end of the range for this year and given
the global uncertainty, investors are probably taking
the view that it is probably wise to take a bit of profit
off the table.” Futures markets were pointing to a weak
start for the United States later with falls of 0.8 percent
for the S&P 500 and nearly 1 percent for the Nasdaq
seen. Another development nibbling at sentiment was
news that the United States plans to proceed with the
formal extradition from Canada of Chinese tech giant
Huawei executive Meng Wanzhou. Meng, who is also
the daughter of Huawei’s founder Ren Zhengfei, was

arrested in early December at the request of the United
States over alleged violations of sanctions on Iran. She
was released on bail and is due in court in Vancouver
on Feb. 6.

Asia’s overnight losses had been led by Chinese
shares, with the blue-chip index off 1.2 percent. Japan’s
Nikkei skidded 0.5 percent too, while Hong Kong and
Sydney closed down 0.8 and 0.5 percent.

In another sign of risk aversion, the Australian dollar,
often used as a liquid proxy for China investments,
eased 0.4 percent to $0.7123, putting it on track for a
third straight session of losses.

The same worries had also pushed the New Zealand
dollar down for a seventh session and copper, which is
used in everything from electrical wiring and water
pipes to cars, drifting lower in the metals markets.

Brexit plans
The dollar held at a near three-week high as

investors sought the relative safety of the U.S. currency.
That kept the euro pegged back at 1.1360 and reap-

plied pressure on the main emerging market currencies
following a decent start to the year for most of them.

Sterling was a shade firmer at $1.2910 after data
showed British workers’ pay growth hit a new 10-year
high and employment had grown by much more than
expected in the three months to the end of November.
Otherwise traders were still waiting to see whether UK
Prime Minister Theresa May can push her Brexit plans
through the country’s bitterly divided parliament.

May had offered tweaks on Monday by seeking fur-
ther concessions from the European Union on a backup
plan to avoid a hard border between the British-admin-
istered province of Northern Ireland and the Irish
Republic. But she had also refused to rule out leaving
the EU at the end of March without any deal. “Any
upside for sterling in the near term may be limited,”
said Capital Economics analyst Liam Peach.
“Uncertainty would continue during the extended

negotiations and there is no guarantee that it would last
for only a short period of time.” There was demand too
for the safe-haven yen with the Japanese currency last
at 109.40 per dollar. Against a basket of currencies, the
dollar was barely changed at 96.393.

In commodities, the global growth worries pulled oil
prices lower with Brent down 55 cents at $62.19 and

US crude futures off 39 cents at $53.41. Eurozone gov-
ernment bond yields also fell, with Germany’s 10-year
yields down at 0.22 percent from Friday’s one-month
high of 0.28 percent, and Spain’s helped to a near six-
month low by record demand at a new bond sale.

The European Central Bank holds its first meeting of
the year tomorrow. —Reuters

European shares follow Asia lower, UBS results disappoint

IMF pessimism + trade 
tensions = sickly stocks

NEW YORK: Traders work on the floor of the New York Stock Exchange (NYSE) at the closing bell in New
York City. —AFP

German investor 
confidence regains 
ground in January
FRANKFURT: Confidence among investors in
Germany regained ground in January but remained
negative overall, a regular survey published yesterday
showed as fears grow of a slowdown within the 19-
nation eurozone.

Economic expectations for the coming months
improved to -15 points, the ZEW institute’s monthly
poll of 212 investors and analysts found, 2.5 points bet-
ter than in December.

“It’s remarkable that expectations didn’t continue to
worsen given the numerous global risks to the econo-
my,” ZEW chief Achim Wambach said in a statement.
“Financial market experts have already lowered their
forecasts for economic growth significantly in recent
months... anticipating new, potentially burdensome fac-
tors” like the growing risk of a hard Brexit or slower
growth in China, he added.

Looking to other elements of the survey, investors’
expectations for the coming months across the 19-
nation eurozone also improved slightly, while remaining
in negative figures. —AFP


