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ECB package
could include 
rate cut, tiering,
new guidance
FRANKFURT: ECB policymakers are lean-
ing towards a stimulus package that includes
a rate cut, a beefed-up pledge to keep rates
low for longer and compensation for banks
over the side-effects of negative rates, five
sources familiar with the discussion said.
Many also favor restarting asset buys, a sig-
nificantly more powerful weapon, but oppo-
sition from some northern European coun-
tries is complicating this issue, the sources,
who declined to be named, added.

An ECB spokesman declined to comment.
The sources stressed that no decisions had
been taken and discussions were ongoing,
including on the size of the rate cut. With
economic growth slowing as a global trade
war threatens to escalate, the ECB has all
but promised to announce more stimulus
after its Sept 12 meeting, leaving markets

only to guess about the composition of the
expected package.

The sources added that there was no rea-
son to stagger stimulus moves over several
meetings, even if Brexit uncertainty was still
likely to rise. But they said it was also vital
for the ECB to leave some tools unused for
Christine Lagarde - due to take over as
president from Mario Draghi on Nov 1 - to
deploy, if needed.

Several sources said final proposals were
likely to be given to policymakers only dur-
ing the week of their meeting, as is now cus-
tomary before major decisions. Bond pur-
chases are especially controversial because
the ECB is nearing self-imposed issuer lim-
its, so any substantial program risked forcing
policymakers to ditch their own rules and
open the scheme to legal challenges.

But three of the sources said the ECB had
room for about one year of bond buys using
the flexibility of its existing framework, so
there was no immediate need to change the
rule requiring the ECB to hold no more than
one-third of  each country’s  bonds.
Sovereign debt would remain the corner-
stone of any new purchase program, but pri-
vate sector assets were also again likely to
be included, the sources added.

The ECB ended its 2.6 trillion euro ($2.90

tril l ion) bond buying scheme, known as
quantitative easing, just last December and
looked set to raise interest rates this year as
the economy picked up.

But sentiment has deteriorated rapidly
since as the trade war cut into exports,
Brexit sapped confidence and a slowdown in
China weakened demand. Germany’s econo-
my shrank last quarter and the bloc’s indus-
trial sector is also contracting, raising the
risk that export troubles could soon infect
the domestic economy.

With banks already suffering under the
slowdown, any rate cut is expected to be
accompanied by a multi-tier deposit rate,
which exempts banks from some of the
ECB’s punitive charges for holding overnight
deposits.

The ECB’s deposit rate currently stands
at minus 0.4 percent and, to prop up con-
f idence, the ECB is  l ikely to revise i ts
pledge to keep rates low, unveiling ‘rein-
forced’ guidance that will  specify what
inflation conditions will be needed before
they can rise. The ECB currently aims to
keep rates at present or lower levels at
least through the first half of 2020 and the
new guidance is likely to cut the emphasis
on specif ic t imeframes for change, the
sources added. — Reuters
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Can Kuwait and Saudi Arabia unlock 
oil production in the neutral zone?

Al-Falih eyes an agreement with Kuwait before end of 2019

AL-MUZAINI EXCHANGE CO.

EUROPEAN & AMERICAN COUNTRIES

US Dollar Transfer 304.900
Euro 335.240
Sterling Pound 368.620
Canadian dollar 229.940
Turkish lira 53.160
Swiss Franc 308.760
US Dollar Buying 297.600

ASIAN COUNTRIES
Japanese Yen 2.867
Indian Rupees 4.227
Pakistani Rupees 1.944
Srilankan Rupees 1.688
Nepali Rupees 2.641
Singapore Dollar 219.670
Hongkong Dollar 38.868
Bangladesh Taka 3.599
Philippine Peso 5.845
Thai Baht 9.975
Malaysian ringgit 77.980

GCC COUNTRIES
Saudi Riyal 81.361
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Egyptian Pound - Cash 21.500
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Egyptian Pound - Transfer 18.439
Yemen Riyal/for 1000 1.225
Tunisian Dinar 110.870
Jordanian Dinar 430.830
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Syrian Lira 0.000
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CURRENCY BUY SELL

Europe
British Pound 0.359605 0.373505
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Euro 0. 327066 0.325795
Georgian Lari 0.102081 0.102081
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Slovakia 0.009123 0.019123
Swedish Krona 0.026878 0.031878
Swiss Franc 0.300700 0.311700

Australasia
Australian Dollar 0.196240 0.208240
New Zealand Dollar 0.185403 0.194903

America
Canadian Dollar 0.223062 0.232062
US Dollars 0.300800 0.306100
US Dollars Mint 0.301300 0.306100

Asia
Bangladesh Taka 0.002937 0.003738

Chinese Yuan 0.041225 0.044725
Hong Kong Dollar 0.036778 0.039528
Indian Rupee 0.003697 0.004469
Indonesian Rupiah 0.000017 0.000023
Japanese Yen 0.002783 0.002963
Korean Won 0.000240 0.000255
Malaysian Ringgit 0.068862 0.074862
Nepalese Rupee 0.002683 0.003023
Pakistan Rupee 0.001343 0.002113
Philippine Peso 0.005762 0.006062
Singapore Dollar 0.213252 0.223252
Sri Lankan Rupee 0.001322 0.001902
Taiwan 0.009585 0.009766
Thai Baht 0.009608 0.010158
Vietnamese Dong 0.00013 0.00013

Arab
Bahraini Dinar 0.802601 0.810661
Egyptian Pound 0.018689 0.022029
Iranian Riyal 0.000084 0.000086
Iraqi Dinar 0.000210 0.000270
Jordanian Dinar 0.425139 0.434139
Kuwaiti Dinar 1.000000 1.000000
Lebanese Pound 0.000151 0.000251
Moroccan Dirhams 0.021429 0.045429
Omani Riyal 0.786817 0.794718
Qatar Riyal 0.083092 0.083926
Saudi Riyal 0.080220 0.081520
Syrian Pound 0.001293 0.001513
Tunisian Dinar 0.101924 0.109924
Turkish Lira 0.045630 0.055475
UAE Dirhams 0.082379 0.083207
Yemeni Riyal 0.000991 0.001071

Thai Bhat 10.930
Turkish Lira 52.585
Singapore dollars 218.446
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KUWAIT: Kuwait has moved to further expand its energy
sector, after officials resumed talks with their Saudi
Arabian counterparts on oil production in the Partitioned
Neutral Zone (PNZ).

On July 24 Prince Abdulaziz bin Salman, Saudi Arabia’s
minister of state for energy affairs, visited Kuwait to dis-
cuss technical points related to reopening upstream activi-
ty in the zone between the two countries, and noted that
major issues had been resolved.

The 5770-sq-km PNZ, which was left undefined fol-
lowing the creation of a border between the two territories
in 1922, is capable of producing 500,000 barrels per day
(bpd) of oil, equivalent to around 4 percent of the coun-
tries’ combined production in June. The neighbors previ-
ously operated two jointly run oilfields - Khafji and Wafra
- in the area; however, operations were halted in October
2014 and May 2015. Output was expected to resume in
late 2016, but no action has been taken.

While a deal has yet to be struck, officials are hopeful
that recent bilateral talks will lead to a resumption in
production. Khalid Al-Falih, Saudi Arabia’s minister for
energy, industry and mineral resources, stated in
February that he expected to reach an agreement before
the end of this year.

Expansion of production
While Kuwait is currently bound by Organization of the

Petroleum Exporting Countries (OPEC) production quo-
tas, which are expected to stay in place until at least
March of next year, any resumption of activity in the PNZ
would help to meet long-term aims of expanding the
upstream segment.

Despite an increase in production to around 2.7m bpd
of crude since the imposition of OPEC quotas in 2017,
Kuwait remains below its OPEC target. Nonetheless, the
country aims to increase this figure to 4m bpd by 2020, of
which it is hoped 350,000 bpd will come from the PNZ.

To this end, the state-owned Kuwait Oil Company

(KOC) announced on July 1 that it had signed a three-year,
$597 million deal with US oilfield services firm Halliburton,
which will see the company drill six high-pressure, high-
temperature offshore exploration wells at two sites in
Kuwaiti waters off the coast.

The first phase of the project is scheduled for comple-
tion in July 2020, followed by the second phase in January
2021. Emad Sultan, KOC’s CEO, projects that offshore pro-
duction could reach 100,000 bpd in the future.

Investment in natural gas and refining
Kuwait’s ambitious plans to create an integrated energy

industry also include greater natural gas production. The
country intends to significantly increase non-associated
natural gas production, from FY 2017/18 levels of 215m
standard cu feet per day (scfd) to 2bn scfd by 2040.

Recent projects in the segment include drilling 15 deep
wells into Jurassic formations in the north of the country
over the course of FY 2016/17. The increased investment
appears to be having an impact, with non-associated natu-
ral gas production rising by 66.7 percent over the course
of FY 2017/18, according to KOC data.

Elsewhere, efforts are being made to increase down-
stream capacity. Kuwait Petroleum Corporation, the
umbrella business for Kuwait’s hydrocarbons assets, has

outlined plans to nearly triple domestic refining capacity,
from 701,000 bpd in 2017 to 2bn by 2035, through the
modernization of existing refineries and the construction
of new facilities. Major projects include a $13 billion,
615,000-bpd refinery at Al-Zour in the south, expected to
be operational before the end of 2020; a liquefied natural
gas import terminal with a daily capacity of 3m British
thermal units; and a petrochemicals plant with a capacity
of 2.8m tons per annum, set for 2024.

Economic impact
The expansion and upgrade of Kuwait’s hydrocarbons

assets should have a significant impact on the broader
economy. Given that the energy sector accounts for
approximately 90 percent of both revenue and exports,
economic prosperity is strongly tied to the industry.

An expansion of upstream and downstream capacity
should therefore drive growth in associated non-oil sec-
tors such as engineering, procurement and construction,
and support services.

GDP grew by 2.6 percent in the first quarter of the year,
according to the Central Statistical Bureau, and the IMF
expects growth to accelerate to 2.9 percent in 2020 and
2021, up on 1.7 percent in 2018 and a 3.5 percent contrac-
tion in 2017.  — Oxford Business Group

France’s second 
largest airline 
Aigle Azur goes 
into receivership
PARAY-VIEILLE-POSTE, France: France’s
second-largest airline Aigle Azur went into
receivership after filing for bankruptcy
Monday, following years of losing millions
of euros, France’s civil aviation authority
(DGAC) said. “The Aigle Azur airline was
today placed in receivership,” the authority
said in a statement, citing “several months
of cash flow problems”.

It said the government was “mobilized
to seek the best solution to preserve jobs
and ensure the continuation of economic
activities,” it said. The move comes after a
shareholder coup ousted chief executive
Frantz Yvelin last week, accusing him of
making “strategic mistakes over the past
two years.”

Destinations in Algeria make up half of
Aigle Azur’s operations, and the company
posted revenues of 300 million euros
($329 million) last year after transporting

some 1.9 million passengers. But it wasn’t
enough to stem heavy losses that last
month prompted the airline to announce
plans to sell its Portugal routes to low-
cost rival Vueling. “Aigle Azur is in ces-
sion of payments after several years of
drifting because of numerous improper
strategic decisions, and must ask for
commercial court protection,” employ-
ees said in a statement after a meeting
with management.

Bankruptcy protection would allow the
airline, which has 1,150 employees, includ-
ing some 350 based in Algeria, to continue
operations. Chinese conglomerate HNA
Group, which owns Hainan Airlines, is the
largest stakeholder with 49 percent.

David Neeleman, an American airline
entrepreneur whose companies include
JetBlue and TAP Air Portugal, owns 32 per-
cent, and French businessman Gerard Houa
owns 19 percent. 

“We hope most of all there will be a
buyer,” said Lilas, a flight programmer who
was among several dozen employees who
gathered outside the airline’s headquarters
at Paris’ Orly airport.

“It’d be a shame to lose an airline that
has 300 million euros in sales and has
landing slots in Algeria that even Air France
doesn’t have,” she added, declining to give
her last name. — AFP

Australia keeps 
rates on hold
SYDNEY: Australia’s central bank kept interest
rates at historic lows yesterday, despite weak-
er-than-expected growth and global trade
fears. Reserve Bank of Australia chief Philip
Lowe said the cash rate would remain
unchanged at 1.00 percent but the board would
“ease monetary policy further if needed”.

The bank had already cut rates by a quar-
ter-point in June and again in July owing to
concerns about the slowing economy.
“Economic growth in Australia over the first
half of this year has been lower than earlier
expected,” Lowe admitted. 

Consumer spending has been weighed
down by what the bank called “a protracted
period of low income growth and declining
housing prices”. Australians have one of the
world’s highest costs of living but have strug-

gled as wages have stagnated, the unemploy-
ment rate has remained stuck stubbornly at 5.2
percent, and the value of their homes has

declined. “It is reasonable to expect that an
extended period of low interest rates will be
required,” Lowe said. — AFP

LILLE: In this file photo, an Airbus A318 airplane of the French airline Aigle Azur
takes off from Lille Airport in Lesquin. — AFP

SYDNEY: Pedestrians walk past a poster of an old photo pasted on a construction site in Sydney
yesterday. — AFP


