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KUWAIT: CEO of National Bank of Kuwait Group
Isam Al-Sager stated that: “The past few months wit-
nessed challenges on all levels as a result of COVID-19
outbreak and the subsequent extreme measures taken
by governments around the world in an effort to control
the outbreak. However, these measures reflected very
negatively on the economic activity and business senti-
ment globally.”

On the sidelines of the Analysts’ Conference
Call/Webcast for the results of 1Q and 1H 2020, Al-
Sager added that the Group’s business was impacted
in most of our locations leading to more challenging
operating environment across our network. Net profit
for 1Q2020 recorded KD 77.7 million and KD 33.4 mil-
lion for 2Q2020. This led to 1H2020 profits of KD 111.1
million, down 47 percent year-on-year compared to
last year.

Al-Sager noted that the domestic economy was
pressured and the impact of the long period of lock-
down has had its toll on our operations as well. We are
expecting this year’s GDP to contract by 6 percent
because of the expected non-oil GDP contraction by
around 4 percent.

Al-Sager pointed out that: “From business shut-
downs to curfews and border closures, all these actions
along with the change in sentiment created a severe
shock to world economies. The impact of the pandemic
in the GCC region was even more severe because of
the large drop in oil prices and its impact on economic
activity and budget deficits. In the first half of 2020,
most GCC countries have seen their fiscal positions
weakening with exceptionally large budget deficits
projected for 2020.”

“The full closure and slower economic activity,
especially during Q2 of the year, had significant impact
on our operations. The drop in transaction volumes has
resulted in lower fees and commissions income, where-
as the low interest rate resulted in more pressure on
our interest margin. Additionally, the impact of non-oil
GDP contraction, the lower oil prices and the lock
down period, had all increased the level of uncertainty
around the cash flows outlook for many of our cus-
tomers, which led to higher provision charges,” added
Al-Sager.

Proactive measures
NBK Group CEO affirmed that: “From day one of

COVID-19 pandemic outbreak, the bank took proactive
measures and activated emergency plans at the very
early stages of the crisis, in order to protect our
employees and ensure business continuity.”

Al-Sager added that NBK business model showed
great flexibility during the crisis, which enabled it to
provide support and advice to our customers facing
financial difficulties and relying heavily on our digital
capabilities to maintain the level of service quality and
accessibility that our customers would expect in normal
times.

Al-Sager indicated that since the early days of the
crisis, we realized that the virus spread and the control
measures implemented by governments around the
world would have a negative impact on the bank’s prof-
itability. Therefore, we immediately introduced some
cost-savings initiatives to be implemented across the
Group in an effort to ease the pressure on the bottom

line, without affecting our future business plans. Al-
Sager stressed that NBK, in coordination with the
Central Bank of Kuwait and Kuwait Banking
Association, participated in all initiatives aimed at
relieving our customers and lifting some of the pres-
sures they were facing. We extended support to our
customers by suspension of fees on POS terminals,
ATMs and digital channels for 3 months, in addition to
increasing the limit for contactless payments. Moreover,
we provided support to individuals by the deferment of
consumer/installment loans and credit card installments
for a period of 6 months for all our customers. We have
also provided support financing to individuals, SMEs,
and economic entities impacted by COVID19 crisis.

Strong capital base
Al-Sager emphasized that despite all the challenges

that faced the bank in 1H, the Bank’s balance sheet
strength remains intact and still stands on firm grounds;
noting that the bank’s strong capital base, comfortable
liquidity levels and the quality of its profits will give it
great capacity to absorb the impact of COVID-19. 

Al-Sager pointed out that the impact of COVID-19
reaffirmed some of NBK’s key strengths, thanks to its
strategic investments over recent years to accelerate
the development of digital banking services, which pro-
vided the bank with high operational flexibility during
this period.

He also mentioned that digital channels delivered

virtual alternatives to branches allowing the bank to
serve its customers in the best way possible, noting that
the bank’s disaster recovery and crisis management
plans all proved very successful when tested during the
early days of the outbreak, the fact that gives the bank
more comfort as we move ahead towards a recovery
phase.

Al-Sager stated that it is too early to have a well-
informed discussion on dividend distribution for 2020
as we are still in the half year. In addition, dividend is a
function of earnings and capital and normally this hap-
pens at year-end after the Bank assesses the closing
capital position and future capital needs; noting that
the priority will be to maintain the bank’s solid capital
position, with the proper buffers similar to what we
have maintained over the years.

Regarding the intended government cut in its budg-

et by 20 percent and how
that will affect capital
expenditure and if there
are any delays on expected
mega projects, Al-Sager
said that Kuwait as well as
other GCC countries, will
feel the pressures, not only
from the spread of
COVID-19, but also
because of the drop in oil
price as Oil GDP and oil
receipts remain a signifi-
cant contributor to the
country’s GDP and to
budget revenues. The immediate response to that
would be budget cuts and rationalization of spending.
Capital expenditure will be among those planned cuts,
and accordingly, we do expect some project delays
and/or cancellations and have witnessed already.

Al-Sager added that despite that negative trend, we
still see some activity with the value of projects award-
ed in 1H2020 totaling some KD 900mn, noting that he
is also hopeful to see some rebound in activity on both
the execution side as well as the awards with the
planned gradual opening of the economy.

On his part, Head of Group Management
Accounting at National Bank of Kuwait, Shyam
Kalyanaraman affirmed that the Group’s balance sheet

remains strong with high credit quality and stable capi-
tal levels. NBK’s capital base along with its ability to
generate healthy operating profits provides a strong
credit loss absorption capacity.

Kalyanaraman added that the bank’s operating
income is from a well-diversified asset mix, which is
unique to NBK amongst Kuwaiti banks in terms of its
geographical spread of operations, and due to its abili-
ty to conduct business in both conventional and Islamic
banking. This diversification gives a significant degree
of resilience to Group’s earnings and provides it with a
strong competitive edge.

He also added the bank has resilient operating
income from Domestic and International Operations,
upbeat lending in 1Q2020, although impacted in
2Q2020 due to the slower pace of economic activity,
good growth in core franchise deposits, reasonable

cost growth, comfortable liquidity levels and solid capi-
tal base.

With regard to the deferral of consumer loans
installments for a period of 6 months, Kalyanaraman
explained that, as instructed by the Central Bank of
Kuwait, the modification loss has been charged to equi-
ty not to the P&L. Our equity has been charge, after
adjusting for our holding in Boubyan Bank, with KD
130mn, which will be phased-out in capital adequacy
ratio calculation over 4 years starting from 2021.

Regarding the increase of provisions and impair-
ments, he mentioned that it was notably due to the
charge in respect of investment book to cater for the
effects of volatility that may arise in anticipation of
worsening macroeconomic factors due to the impact of
COVID-19, and in respect of the bank’s operations in
Lebanon while NMC exposure is covered fully as part
of the credit provision.

He also affirmed that the cost of risk in the previous
years normalized at around 82bps, and given the impact
of COVID-19, we do see some provisions with respect
to some of our Kuwaiti corporate and retail portfolios,
in addition to some precautionary charges as well in
anticipation of future circumstances.

“There has been no big issue with respect to credit
quality. What we have seen today is only with respect
to liquidity issues with our corporate customers, but we
have not seen any deterioration in credit quality,”
Kalyanaraman said.

He also pointed out that despite the relaxation
offered by the Central Bank of Kuwait regarding some
regulatory requirements; the Group was able to main-
tain the original mandated liquidity levels.

AUB continues 
Al-Hassad promo,
reveals 3rd winner 
KUWAIT: Ahli United Bank
(AUB) “Al-Hassad
Characters” competition,
which is the first of its kind
in Kuwait, continues its suc-
cess.  Last Wednesday, AUB
held the third draw in “Al-
Hassad Characters” cam-
paign. The prize of this draw
totaling KD 4,200 went to
the winner Dana Najeeb Al-
Mahmoud who correctly
calculated the balance in the
account of “Rami”.

During the same day,
AUB launched the fourth & last character “Dalal” competi-
tion that will continue for a week throughout AUB social
media platforms and website. Everyone can take part in the
competition by accessing a microsite through a link avail-
able on AUB website (https://www.ahliunited.com.kw/).

On this occasion, Faten Al-Tameemi, Head of
Marketing & Product Development at AUB expressed
congratulations to the winner in the third draw. She
affirmed that every participant will see himself/herself in
one of these four characters, and by solving the exciting
puzzle, they will learn more about the features of Al-
Hassad Islamic Account, which continues to achieve suc-
cess as the first Islamic prize account known as the Best
Prize Draws Account in Kuwait.

All individuals in Kuwait can take part in “Al-Hassad
Characters” competition and receive a chance to win, as
the competition is not limited to only the customers of
Al-Hassad Account or AUB Clients.

The idea of the campaign is to present four puz-
zles, each of which is about a different character that
has Al-Hassad Islamic Account with AUB. The answer
to the puzzle is to figure out the balance in the
account of each character that will be presented suc-
cessively. Each character will be presented for a week
or more. A demo video will also be posted about the
story of each character, their aspiration and ambi-
tions. Each video contains hints that help the partici-
pants solve the puzzle, in addition to several clues
through social medial platforms that will help the par-
ticipants solve the puzzle. The correct answers will be
collected and a draw will be made to select the win-
ner who will win the amount in character’s account.
Each participant is qualified to submit only one
answer for each character.

NBK Group CEO speaks on sidelines of analysts’ conference for results of 1H 2020

NBK stands on solid grounds and pandemic 
demonstrated our digital strength: Al-Sager

Uncertainties ignite
dollar selloff  
KUWAIT: The United States economy is facing
multiple major uncertainties. The Presidential elec-
tions due in November, mounting US Covid-19 cas-
es, falling yields, domestic political turbulence and
the expiration of additional unemployment benefits
offered investors sufficient reasons to abandon the
dollar. Additionally, the labor market surprised
economists as the private sector added 167K jobs in
July when the expectations were for 1.2 million.
While non-farm payroll was expected to add 1.48
million jobs, the data released on Friday by the
Labor Department were higher than expectations at
1.763 million jobs and sent the unemployment rate
to 10.2 percent from June’s 11.1 percent reading. 

US manufacturing 
The US ISM Manufacturing PMI rose from 52.6

to 54.2 last month, the highest reading in nearly 1.5
years. The forward-looking indicator on the manu-
facturing sector portray an improving image after
the frail April-May figures, elevating hopes that the
global manufacturing sector is emerging from the
hit of the coronavirus pandemic. However, the risk
of additional restrictions and lockdowns will remain
a massive cloud of uncertainty for many industries
and will depend on COVID-19 containment efforts.

The services sector PMI rose to a 17-month
high in July. The Institute for Supply Management
revealed that its services sector index increased to
58.1 from June’s 57.1. June had been the largest
gain in the history for the services index, which
dates to 1997, following the biggest drop on

record in April. However, the PMI report showed
that the employment index edged down to 42.1,
indicating employers are not hiring even as new
orders soared to 67.7.

Equities, forex 
Equities continued their momentum in the states

led by technology companies in the Nasdaq index
which has a year-to-date performance of +20 per-
cent. The S&P have left the red zone and ended the
week in the green with 3.73 percent gain since the
beginning of the year. 

In the fixed income complex, the US bond yields
have fallen across the board lately, particularly at
the front end of the curve where the 5-year hit an
all-time low of 0.1870. That in turn fed through the
FX market, enhancing the US dollar sell-off for sec-
ond consecutive week. 

In the FX sphere, the US dollar dropped by 3.18
percent since the beginning of the year against a
basket of currencies and lost more than 10 percent
from the highs of March this year. Lower interest
rate differentials between the US and major
economies and the uncertainties revolving around
the world’s largest economy had investors fleeing to
rival currencies. 

BoE meeting
The Bank of England’s Monetary Policy

Committee (MPC) has voted unanimously to keep
Bank Rate on hold at 0.10 percent and the asset
purchase target at GBP 745 billion. The minutes of
the meeting include the new forward guidance that
“the Committee does not intend to tighten monetary
policy until there is clear evidence that significant
progress is being made in eliminating spare capaci-
ty and achieving the 2 percent inflation target sus-

tainably”. No surprises from the BOE’s side which
affirmed the Sterling’s rally at the 1.31 level and near
the highs of March this year. Indeed, the Brexit situ-
ation is yet to be clear and that is what could be
holding the Sterling from reaching the 1.40 levels. 

EU PMI flourishes
For the first time since January 2019, the EU’s

manufacturing activity broke the 50 mark, which
separates growth from contraction. The index
increased from 47.4 to 51.8 in July as major EU
economies opened businesses and have better con-
trol over the COVID-19 pandemic situation. 

The single currency had a strong rally in the past
two weeks and accelerated to reach the highs of
May 2018 of 1.1916 fueled by a weaker dollar and
decreasing interest rate differentials between the
greenback and the single currency. 

Commodities
Oil prices were supported this week as positive

economic news earlier in the week offset concerns
that a fresh wave of COVID-19 infections will ham-
per global demand recovery just as major produc-
ers ramp up output. Both Brent and WTI futures
climbed almost 3 percent on weekly basis on better
than expected data on manufacturing activity in
Asia, Europe, and the United States. As for the yel-
low metal, gold soared to a new record high of
$2,030.72 an ounce. A weaker greenback and
falling bond yields contributed to a stronger gold as
the opportunity cost of holding the safe-haven met-
al has diminished considerably.

Kuwait
Kuwaiti dinar at 0.30545
The USDKWD closed last week at 0.30545.

l The bank’s digital channels delivered virtual alternatives to branches
during the crisis

l Our disaster recovery and crisis management plans proved very suc-
cessful when tested during the early days of the outbreak

l Our priority is to maintain solid capital position, with the proper buffers
l Our strategic investments in development of digital capabilities provid-

ed us with high operational flexibility during the crisis
l 2Q Profits were significantly impacted by the full closure and slower

economic activity
l We provided support and advice to our customers to overcome their

financial difficulties

Isam Al-Sager

Faten Al-Tameemi

Microsoft’s 
delicate castle 
in China
BEIJING: Microsoft, which is in talks to
buy part of Chinese video app TikTok, is
one of the few US tech titans that have
managed to succeed in China. The soft-
ware giant has kept its business alive in
the country by complying with strict
local laws, despite the communist
nation’s wide-reaching censorship.

Here are some key points about the
technology and gaming group’s opera-

tions in the world’s second biggest
economy.

A pioneer 
Microsoft arrived in China in 1992

and opened its largest research and
development center outside the United
States. It now employs around 6,200
people in China. The ubiquitous
Windows operating system is used in
the vast majority of computers in China
— despite Beijing promising in recent
years to develop its own operating sys-
tem. The company’s success has a down-
side, however, as its software is widely
pirated.

The important Chinese market, which
is very restrictive for foreign firms, rep-

resents a drop in the ocean of
Microsoft’s business, accounting for
barely 1.8 percent of its turnover, presi-
dent Brad Smith said at the beginning of
the year. Microsoft’s Bing is one of the
few foreign search engines operating in
China — although it is far behind its
local competitors Baidu and Sogou,
which dominate the market.

Bill Gates 
Microsoft founder Bill Gates has long

embodied a model of success in the eyes
of many Chinese people and his books
are bestsellers in the country. President
Xi Jinping visited the company’s head-
quarters on a state visit to the US in 2015,
where he met with Gates and his wife.

Today, as the head of his humanitari-
an Bill & Melinda Gates Foundation, the
64-year-old has the prestige of a head
of state in Beijing. In February Xi wrote
Gates a letter thanking him for his sup-
port during the coronavirus epidemic.

Censorship and control 
China censors all subjects considered

politically sensitive in the name of sta-
bility, and internet giants are urged to
block unwanted content online. Refusing
to comply with Beijing’s strict demands,
American giants Facebook, Twitter,
Instagram and YouTube, as well as
Wikipedia and several other foreign
media, are blocked by China’s “great
firewall”. —AFP


