
HIA  concludes  participation
at Qitcom

Hamad  International  Airport  (HIA)  has  concluded  its
participation at Qitcom 2019 by demonstrating key elements of
its innovative Smart Airport programme.
In line with Qitcom’s theme this year, ‘Safe, Smart Cities’,
HIA’s exhibition booth showcased the airport’s paperless air
travel experience, whereby passenger verification is performed
seamlessly  across  check-in,  bag  drop,  security  check,  and
aircraft boarding using facial biometric identification.
Passengers checking in at HIA will be able to use a biometric
enabled check-in kiosk to create a digital ID by taking their
photo.
In future, travellers would also create a secure and reusable
digital ID on their smart phones, making their experience
swifter and more convenient. Underlining its vision for the
airport-of-the-future, HIA also unveiled its new ‘Wayfinding
and Information’ system, where passengers can simply walk up
to an information screen, be recognised by their face, and
instantly  provided  with  personalised  flight  and  gate
information.
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The  five-star  airport  also  demonstrated  its  mobile  app
‘HIAQatar’  featuring  real-time  airport  navigation  using
bluetooth  beacon  technology;  flight  and  gate  information
notifications; easily searchable information about services,
amenities, shops, cafes, and restaurants for passengers to
enjoy their experience.
Recognising  the  highly-intuitive,  relevant  features  and
content of the HIA mobile app, the airport has been awarded
‘Mobile App of the Year’.
The award was received by engineer Badr Mohamed al-Meer, chief
operating officer at HIA, from HE the Minister of Transport
and  Communications  Jassim  Seif  Ahmed  al-Sulaiti  during
Qitcom’s gala dinner and Qatar Digital Business Awards 2019
ceremony.
The airport also exhibited its ‘Digital Twin’ prototype, which
is designed to provide visual 3D situational awareness in
real-time on what is working well and what needs attention to
maintain  operational  excellence  or  world-class  passenger
experience that HIA is renowned for. Visitors, particularly
student groups from schools in Qatar, were also mesmerised by
HIA’s  high-tech,  high-touch  robot  concept  for  assisting
passengers.
HIA was recognised as the fourth-best airport in the world and
the best airport in the Middle East at the Skytrax World
Airport Awards 2019.
HIA is currently a candidate for ‘World Best Airport’ for the
Skytrax  World  Airport  Awards  2020.  The  results  will  be
announced in March 2020 at the Skytrax World Airport Awards.
Passengers can vote for HIA by visiting the Official Skytrax
World  Airport  Survey  website  at
http://www.worldairportsurvey.com/Surveys/favorite_airport.htm
l.



Blue Economy is Essential for
All of the Euro-Mediterranean
Nations

ATHENS:  (Agencies)  No  single  factor  is  more  important  to
cross-border  cooperation  than  the  rule  of  law,  a  leading
energy policy expert told this week’s EU-Arab World Summit in
Athens.
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Greek Prime Minister H.E. Mr. Kyriakos Mitsotakis greeting Energy expert Mr. Roudi Baroudi at the 4th

EU Arab-World Summit in Athens, October 2019

Several high-profile speakers addressed opening-day sessions
on Tuesday, including Greek Prime Minister Kyriakos Kyriakos
Mitsotakis,  Cypriot  President  Nicos  Anastasiades,  former
French  Prime  Minister  Francois  Fillon,  and  former  Italian
Prime Minister Massimo D’Alema. Most of these dealt in broad
strokes  with  topics  of  mutual  EU/Arab  interest  such  as
economic  challenges,  the  immigration  crisis,  and  shared
interests in the Mediterranean’s rapidly expanding oil and gas
industry.

On  Wednesday,  speakers  delved  more  deeply  into  specific
issues, among them Greece’s Deputy Minister for Energy and the
Environment,  Gerassimos  Thomas,  who  focused  on  the
geopolitical  relationship(s)  among  undersea  gas  resources,
liquified natural gas (LMG) activities, the delivery of East
Med  resources  to  Europe,  and  associated  concerns  about



environmental impacts.

This and other in-depth talks prompted Roudi Baroudi, CEO of
Doha-based  independent  consultancy  Emergy  and  Environment
Holding, to remark that with such a complex web of factors at
play among so many countries, the only logical approach was to
ensure that any and all stakeholders willingly submit to the
same rules.

Mr. Roudi Baroudi with H.E. Mr. Massimo D’Alema, former Prime Minister of Italy

“In order to fully appreciate and safely exploit all of the
advantages offered by well-managed maritime resource, there
can be no substitute for common rules and standards,” Baroudi
told attendees and journalists on the sidelines of the summit.
“This blue economy could be a game-changer for countries all
around the Mediterranean and even further afield.”

Baroudi, a 40-year veteran of the energy business who has
helped  shape  both  public  and  private  policies  on  several
continents, said that “the best, the cheapest, and the easiest
way” to ensure timely and sustainable development for all



players to honor their obligations under international law.

“If these countries just do their basic duty under the United
Nations Charter, which is to seek the peaceful resolution of
disputes, we’ll already be halfway there,” Baroudi said. “If
they also make policy decisions based on the principles of
Euro-Med partnership, then everyone wins.”

Baroudi also mentioned that the EU, for instance, has a clear
interest  in  promoting  full  Maritime  demarcation,  not  just
because it would remove uncertainties affecting its southern
members, but also because it would open up new opportunities
for the Euro-Mediterranean Partnership by continuing dialogue,
reducing frictions and strengthening business ties.

Former Prime Minister of France, Francois Fillon and Energy expert Roudi Baroudi in discussions during

the 4th EU-Arab World Summit in Athens, October 2019

“The  peoples  of  the  Mediterranean  deserve  the  chance  at
affluence that new oil and gas revenues would provide. They



deserve  the  modern  schools,  hospitals,  roads,  and  other
infrastructure  that  would  reinvigorate  their  economies,
eliminate poverty, and reduce inequality .”

Baroudi concluded that it is very important to increase public
awareness  of  the  Maritime  domain  for  the  blue  economy  to
really take hold all of the Euro Mediterranean Nations enjoy
and  to  integrate  fair,  diplomatic,  political,  legal  and
scientific dimensions/approaches.

US,  China  ‘close  to
finalising’  parts  of  trade
pact Phase 1

US and Chinese trade officials are “close to finalising” some
parts of an agreement after high-level telephone discussions
yesterday, the US Trade Representative’s office said, adding
that deputy-level talks would proceed “continuously.”
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In a statement issued after the call, the USTR provided no
details on the areas of progress.
“They made headway on specific issues and the two sides are
close to finalising some sections of the agreement.
Discussions will go on continuously at the deputy level, and
the principals will have another call in the near future,” it
said.
The call came as Washington and Beijing are working to agree
on the text for a “Phase 1” trade agreement announced by US
President Donald Trump on October 11.
Trump  has  said  he  hopes  to  sign  the  deal  with  China’s
President  Xi  Jinping  next  month  at  a  summit  in  Chile.
Beijing was expected to request cancellation of some planned
and existing US tariffs on Chinese imports during the phone
call, people briefed on the negotiations told Reuters.
In  return,  China  was  expected  to  pledge  to  step  up  its
purchases of US agricultural products.
The world’s two largest economies are trying to calm a nearly
16-month  trade  war  that  is  roiling  financial  markets,
disrupting supply chains and slowing global economic growth.
“They want to make a deal very badly,” Trump told reporters at
the White House.”They’re going to be buying much more farm
products than anybody thought possible.”
So far, Trump has agreed only to cancel an October 15 increase
in  tariffs  on  $250bn  in  Chinese  goods  as  part  of
understandings  reached  on  agricultural  purchases,  increased
access  to  China’s  financial  services  markets,  improved
protections for intellectual property rights and a currency
pact.
But to seal the deal, Beijing is expected to ask Washington to
drop its plan to impose tariffs on $156bn worth of Chinese
goods, including cell phones, laptop computers and toys, on
December 15, two US-based sources told Reuters.
Beijing also is likely to seek removal of 15% tariffs imposed
on September 1 on about $125bn of Chinese goods, one of the
sources said.
Trump imposed the tariffs in August after a failed round of



talks, effectively setting up punitive duties on nearly all of
the $550bn in US imports from China.
“The Chinese want to get back to tariffs on just the original
$250bn in goods,” the source said.
Derek Scissors, a resident scholar and China expert at the
American Enterprise Institute in Washington, said the original
goal of the early October talks was to finalise a text on
intellectual property, agriculture and market access to pave
the way for a postponement of the December 15 tariffs.
“It’s odd that (the president) was so upbeat with (Chinese
Vice-Premier) Liu He and yet we still don’t have the December
15 tariffs taken off the table,” Scissors said.
US  Treasury  Secretary  Steven  Mnuchin  last  week  said  no
decisions were made about the December 15 tariffs, but added:
“We’ll address that as we continue to have conversations.”
If a text can be sealed, Beijing in return would exempt some
US  agricultural  products  from  tariffs,  including  soybeans,
wheat and corn, a China-based source told Reuters.
Buyers would be exempt from extra tariffs for future buying
and get returns for tariffs they already paid in previous
purchases of the products on the list.
But the ultimate amounts of China’s purchases are uncertain.
Trump has touted purchases of $40bn to $50bn annually — far
above China’s 2017 purchases of $19.5bn as measured by the
American Farm Bureau.
One of the sources briefed on the talks said China’s offer
would  start  at  around  $20bn  in  annual  purchases,  largely
restoring the pre-trade-war status quo, but this could rise
over time.
Purchases also would depend on market conditions and pricing.
US  Trade  Representative  Robert  Lighthizer  has  emphasised
China’s  agreement  to  remove  some  restrictions  on  US
genetically modified crops and other food safety barriers,
which the sources said is significant because it could pave
the way for much higher US farm exports to China.
The high-level call came a day after US Vice President Mike
Pence  railed  against  China’s  trade  practices  and  what  he



termed  construction  of  a  “surveillance  state”  in  a  major
policy speech.
But Pence left the door open to a trade deal with China,
saying  Trump  wanted  a  “constructive”  relationship  with
Beijing.
While the US tariffs on Chinese goods has brought China to the
negotiating table to address US grievances over its trade
practices and intellectual property practices, they have so
far failed to lead to significant change in China’s state-led
economic model.
The “Phase 1” deal will ease tensions and provide some market
stability, but is expected to do little to deal with core US
complaints about Chinese theft and forced transfer of American
intellectual property and technology.
The  intellectual  property  rights  chapter  in  the  agreement
largely deals with copyright and trademark issues and pledges
to curb technology transfers that Beijing has already put into
a new investment law, people familiar with the discussions
said.
More difficult issues, including data restrictions, China’s
cybersecurity  regulations  and  industrial  subsidies  will  be
left for later phases of talks.
But some China trade experts said that a completion of a Phase
1 deal could leave little incentive for China to negotiate
further, especially with a US election in 2020.
“US-China talks change very quickly from hot to cold but, the
longer it takes to nail down the easy phase 1, the harder it
is to imagine a phase 2 breakthrough,” said Scissors. Pages 2,
3 & 12



Africa May Have 90% of the
World’s  Poor  in  Next  10
Years, World Bank Says

Africa could be home to 90% of the world’s poor by 2030 as
governments across the continent have little fiscal space to
invest  in  poverty-reduction  programs  and  economic  growth
remains sluggish, the World Bank said.

That’s up from 55% in 2015 and it will happen unless drastic
action is taken, the lender said in its biannual Africa Pulse
report  released  Wednesday,  in  which  it  also  cut  growth
forecasts for the region’s key economies.

The rate of poverty reduction in Africa “slowed substantially”
after the collapse in commodity prices that started in 2014,
resulting in negative gross domestic product growth on a per
capita basis, according to the report. “As countries in other
regions  continue  to  make  progress  in  poverty  reduction,
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forecasts  suggest  that  poverty  will  soon  become  a
predominantly  African  phenomenon.”

While the poverty rate in sub-Saharan Africa, defined as the
percentage of people living on less than $1.90 per day, fell
between 1990 and 2015, rapid population growth resulted in the
number of poor people on the continent increasing to more than
416 million from 278 million over the same period, according
to World Bank data.

The  lender  said  pro-poor  growth  policies  are  required  to
accelerate poverty reduction and that fiscal tightening limits
governments’ ability to spend on social sectors.

“Given the limited scope for redistribution and transfers to
raise the incomes of the poor in most African countries, the
focus should be squarely on raising their labor productivity,
that is, what it will take to increase their earnings in self-
employment or wage employment,” according to the report.
Government debt increased to 55% of GDP in 2018, from 36% in
2013 due to a lack of fiscal consolidation after countries
tried to counter the effects of the global financial crisis by
boosting spending, the World Bank said. About 46% of African
countries were in debt distress or considered at high risk in
2018 compared with 22% five years earlier.

“For  many  countries  it’s  not  a  good  idea  to  borrow  non-
concessionally because of the risk of the debt distress that
they already have,” World Bank Vice President Akihiko Nishio
said  in  an  interview  Oct.  2  in  Ivory  Coast’s  commercial
capital, Abidjan. “They should instead focus on concessional
credits and grants.”

The  lender  lowered  its  economic  growth  forecast  for  sub-
Saharan Africa to 2.6%, down from its April projection of
2.8%.

— With assistance by Katarina Hoije



Budget  realities  pressure
South Africa to stop policy
dithering

South  Africa’s  government  has  spent  months  mostly  talking
about how to save the debt-stricken state power utility Eskom
Holdings  SOC  Ltd,  spur  economic  growth  and  get  its  shaky
finances back on track. Financial realities may force an end
to the dithering.
The government will have to make some decisions by October 30,
when Finance Minister Tito Mboweni is due to deliver his mid-
term budget policy statement and set out how massive bailouts
for Eskom will be funded at a time when growth and tax revenue
are falling short of target. That’s two days before Moody’s
Investors Service is scheduled to make a call on the nation’s
only remaining investment-grade credit rating.
“We  are  really  running  out  of  time,”  Isaac  Matshego,  an
economist  at  Nedbank  Ltd,  said  by  phone.  “The  number  one
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priority for the government right now should be to stabilise
the key state-owned enterprises, not only because they are
failing operationally but also because they are a heavy burden
on the fiscus.”
President Cyril Ramaphosa’s ability to push through unpopular
policies is constrained by his tenuous hold on the deeply
divided ruling African National Congress and opposition from
its  labour  union  and  communist  allies,  who  oppose
privatisation, fearing job losses. The slow pace of reform has
frustrated investors, driven business confidence to the lowest
level since 1985 and weighed on the rand – it’s slipped 23%
against the dollar since Ramaphosa took office in February
last year.
Progress has been particularly slow when it comes to fixing
Eskom, which supplies about 95% of the nation’s power and is
seen as the biggest risk to the economy. The utility has been
without a permanent chief executive officer since Phakamani
Hadebe quit in July, isn’t generating enough revenue to cover
its  costs  and  has  been  allocated  128bn  rand  ($8.4bn)  in
bailouts over three years to remain solvent.
The  government  signalled  its  intent  to  act  decisively  in
August, as the Treasury asked departments to prepare budget
proposals to cut their spending by an average 6% over the next
three fiscal years – saving as much as 300bn rand. Eskom’s
turnaround strategy is now due to be unveiled by the end of
this month, as is its new CEO and the energy blueprint.
“Ramaphosa is now fully aware that he must be seen to be doing
things and taking control and that the time for treading water
is  over,”  Susan  Booysen,  director  of  research  at  the
Mapungubwe Institute for Strategic Reflection, said by phone.
“All those comments that he was a lame duck president and he
was unable to control the factions in the ANC must have hit
home.”
Even so, differences persist within the government and ruling
party over how best to revive the economy.
While the Treasury suggested in August that Eskom could sell
power plants to settle its 450bn rand of debt and that other



assets be privatised, these proposals failed to win public
endorsement from the ANC. The party has traditionally sought
to build consensus among its widely divergent constituents,
which has all too often resulted in policy paralysis.
“The next steps will require political capital expenditure and
that’s where things will get difficult,” said Peter Attard
Montalto, head of capital markets research at research firm
Intellidex.  “Effecting  major  policy  shifts  will  be  both
challenging and time-consuming.”

Eskom risk premium eases as
Treasury  off  ers  bailout
conditions

Bloomberg/ Johannesburg
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Credit  default  swaps  for  Eskom  Holdings  SOC  Ltd,  South
Africa’s  state-owned  power  company,  are  trading  near  the
cheapest level in almost three years relative to the sovereign
risk  after  the  Treasury  published  proposed  conditions  for
funds to bail out the utility.
That suggests investors are comfortable a turnaround plan for
the debt-ridden company, which President Cyril Ramaphosa says
will  be  presented  to  cabinet  shortly,  will  include  a
sustainable framework to deal with its $30bn of debt. The
government  has  said  it  won’t  allow  Eskom  to  fail  or
bondholders  to  take  a  haircut.
“It’s about 10 years too late, but better than nothing,” said
Rashaad Tayob, a money manager at Abax Investments Ltd in Cape
Town. “It’s positive that there will be oversight on Eskom’s
capex,  and  a  requirement  that  they  must  work  to  recover
debtors in arrears. But nothing on energy and staff costs, so
we must wait for the special paper/white paper to understand
the long term plan to fix Eskom.”
Eskom, which supplies about 95% of South Africa’s electricity,
has been granted 128bn rand of state bailouts over the next
three years to help it remain solvent.
Amounts  of  26bn  rand  and  33bn  rand  will  be  allocated  in
portions to Eskom in the 2020 and 2021 financial years on
dates determined by the finance minister, the Treasury said in
a presentation on its website Wednesday.
The conditions offered include that Eskom publish separate
financial  statements  for  its  generation,  distribution  and
transmission units. Treasury will also require daily liquidity
position updates and for no incentive bonus payouts to be made
to executives in the years where equity support is provided.
“The market is taking comfort from the fact that there is
increased government oversight,” said Bronwyn Blood, a fixed-
interest portfolio manager at Granate Asset Management Ltd in
Cape Town. “Conditions imposed on Eskom will ultimately allow
for more certainty around repayment of debt, thus minimising
the risk of default.”



How  Germany  Deflected
Pressure  to  Spend  and  Even
Won an Ally

Explore what’s moving the global economy in the new season of
the Stephanomics podcast. Subscribe via Pocket Cast or iTunes.

Germany backed further off a full-scale economic stimulus at a
meeting of global finance chiefs, a remarkable outcome given
relentless  calls  for  action  from  Europe,  the  U.S.  and
international  institutions.

Germany’s success in deflecting the pressure suggests that
Finance Minister Olaf Scholz, who came to Washington with a
list of counter-arguments, got off lightly from his Group of
20  colleagues  at  the  annual  International  Monetary  Fund
conference ending Sunday.

U.S. Treasury Secretary Steven Mnuchin, who publicly suggested
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Germany  and  China  should  enact  growth-boosting  policy
measures, avoided singling out Europe’s biggest economy behind
closed  doors,  according  to  two  people  familiar  with  the
private discussion who asked not to be identified.

Some other G-20 delegates repeated the IMF’s general stance
that  governments  with  fiscal  leeway  should  do  more  to
strengthen the global economy. The Treasury didn’t immediately
respond to a request for comment.

“The chorus here in town is especially heavy on Germany to use
its fiscal space,” said Robin Brooks, chief economist at the
Institute of International Finance, a Washington-based trade
group for the financial industry.

German officials had prepared a detailed line of defense: that
Chancellor  Angela  Merkel’s  government  is  already  investing
extensively, including an extra 54 billion euros ($60 billion)
in spending through 2032 to counter climate change.

‘Very Positive’
Those arguments appeared to win some converts. IMF Managing
Director Kristalina Georgieva said governments that have room
to spend more used the meetings in Washington to make their
case.

”What  was  very  positive  to  hear  during  the  meetings  is
countries with fiscal space are actually taking measures to
stimulate the economy,” Georgieva told reporters on Saturday.
“Germany for example is putting forward a very sizable climate
investment strategy that would bring significant growth and
investment. They are also looking into what more could be done
if necessary.”

With a partial U.S.-Chinese trade agreement in sight and a
Brexit  deal  on  the  horizon,  Scholz  was  emboldened  in  his
defense  of  a  decade  of  fiscal  prudence  in  Germany.  He
expressed growing confidence in the government’s projection

https://home.treasury.gov/news/press-releases/sm798
https://home.treasury.gov/news/press-releases/sm798
https://www.bloomberg.com/news/articles/2019-10-18/holding-off-stimulus-in-germany-isn-t-just-a-political-mantra


that Germany’s slowdown will be moderate and temporary.

“I think we did a lot,” he said in a Bloomberg Television
interview. “The more important question is what will happen to
the global economy.”

Don’t Rush It
A  “rushed  fiscal  response”  isn’t  warranted  as  growth  is
expected to revive at the end of the year and success in
China-U.S. talks would deliver an “immediate boost” to the
economy, Scholz told reporters.

For all the artful dodging, Scholz faced a broad front of
finance ministers, central bankers and economists pointing at
Germany to do more. On Thursday, the government in Berlin cut
its 2020 growth forecast to 1% from the previous 1.5%. Data
due next month may show the economy slipped into recession.

To shift the blame game on slow growth and inflation away from
central banks, former European Central Bank official Lorenzo
Bini Smaghi said governments, including Germany, have a role
to  play  in  stepping  up  borrowing  and  spending  to  support
growth.

“If  fiscal  policy  in  Germany  and  other  countries  are  not
willing to do that job, it is too easy to blame the central
bank,” he said on a panel.

Low or negative interest rates in many countries leave little
room for monetary policy, South African Reserve Bank Governor
Lesetja Kganyago said in an interview.

“Countries with fiscal space must utilize the fiscal space,”
he said.



Eurozone’s  €140bn  interest
windfall could allow spending
boost

LONDON (Reuters) – Record-low borrowing costs and falling debt
payments could give the euro zone a 140 billion-euro windfall
by the end of 2021, freeing cash for projects ranging from new
roads to climate protection.

This  year’s  slide  in  borrowing  costs  has  put  the  bloc’s
finances in a far stronger position — cutting the interest
rates it pays, allowing governments to cheaply refinance older
debt, and above all leaving them with cash in hand.

That’s bolstering the case of those who argue the euro zone
can and should spend its way out of economic doldrums. With
Germany  teetering  near  recession  and  the  European  Central
Bank’s monetary policy looking maxed out, many now regard
government  spending  as  the  key  to  lifting  growth  and
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inflation.

At current yields, euro zone governments will save an average
0.10% of gross domestic product in interest this year, or
almost 12 billion euros, Frank Gill, senior director in the
sovereigns team at ratings agency S&P Global, estimates.

Savings would rise to 0.25% of GDP in 2020 and 0.80% in 2021,
Gill says, noting this was above already expected savings, and
the long tenor of euro securities means debt savings increase
over time.

The savings would total around 140 billion euros — to put that
in context, pent-up demand in Germany for public investment
amounts to 138 billion euros, state-owned development bank KfW
estimates.

“It is very significant, this is a windfall really,” Gill
said. “Since 2013-14, the decline in interest expenditure to
GDP, especially in places like Italy and Spain, has given
governments some breathing space.

“(Savings will be )much greater for those sovereigns which
have seen larger yield compression, namely, Italy, Portugal,
and Spain, and the savings snowball over the next two years.”

According to Societe Generale, a 10-basis-point drop in bond
yields translates into roughly a fall in interest payments of
0.35% of GDP for Italy, 0.27% in Spain, 0.22% in France and
0.16% in Germany.

From environment projects in Germany to greater education and
welfare  spending  in  Italy  and  infrastructure  improvements
across  the  euro  zone,  the  fall  in  borrowing  costs  could
finally spell the end of austerity.

Ten-year bond yields, the usual reference rate for borrowing
costs, have fallen by half to two-thirds this year. With the
ECB resuming rate cuts and dropping time constraints on asset



purchases, yields have little impetus to rise.

(Graphic: Annual fall in 10-year EZ borrowing costs , here)

Until now, euro zone monetary stimulus has effectively been
counteracted by stringent budgets. ECB President Mario said
last week that if fiscal measures had been in place, they
would  have  complemented  central  bank  policy  and  boosted
growth.

Globally too, there is a perception that central banks are
nearing  the  limits  of  what  they  can  achieve.  Former  U.S.
Treasury  official  Lawrence  Summers  calls  it  “black  hole
monetary economics”, where small rate changes and aggressive
stimulus strategies have only limited impact.

Jorge Garayo, senior rates strategist at Societe Generale,
noted that U.S. President Donald Trump’s fiscal spending plans
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had boosted inflation expectations in 2016.

“That had a much bigger impact than QE (quantitative easing),”
he  said.  “With  diminishing  returns  from  monetary  policy
easing, the only thing that could push (Europe’s) inflation
expectations sustainably higher is if we go through a credible
fiscal stimulus, most likely coordinated in some way.”

(Graphic: The euro zone’s debt load, here)

OPPORTUNITY KNOCKS
Euro zone governments have been saving on interest for years
as ECB QE drove down yields. The savings amounted to almost 2%
of GDP since 2008, Unicredit estimates.

The  question  is,  will  the  budget  room  now  being  created
persuade fiscal hawk Germany to drop its opposition to more
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saved over 160 billion euros in interest since 2008. This
year’s windfall, following a 70-basis-point slide in 10-year
yields, may exceed 5 billion euros, Reuters has reported.

Stewart Robertson, senior economist at Aviva Investors reckons
if Germany’s 10-year bond yields stay around -0.50% and it can
raise debt at this level for four to five years, it would save
some 15 billion to 20 billion euros annually.

There  are  caveats.  Lower  yields  can  take  years  to  feed
through. Benefits accrue only when yields fall and stay low
for  some  time.  Persistently  low  yields  would  also  signal
economic weakness, in turn threatening tax receipts.

ITALIAN JOB
Italy, one of the bloc’s most indebted members, probably has
most cause to celebrate low yields. Desperate to revive its
sluggish  economy,  it  has  frequently  clashed  with  EU
authorities  for  overstepping  spending  limits.

Now, though, the tumble in its 10-year borrowing costs, to
0.9% from 2.6% in early 2019, is defusing concern over its
2020 budget, due to be submitted next month.

Assuming unchanged yields, Rome can save up to 20 billion
euros a year in interest payments, or 1% of annual economic
output, Pictet Wealth Management strategist Frederik Ducrozet
calculates. That assumes interest payments are spread over the
years and yields stay low.

The government hopes to use that budget leeway to avoid an
upcoming sales tax increase. Ducrozet noted the Bank of Italy
is also profiting from its 400 billion euros of bond holding,
most  of  it  bought  under  ECB  QE.  That  will  partly  be
redistributed  to  state  funds.

“In plain English, the Treasury is saving money on all fronts,
probably over 1% of GDP on an annual basis,” Ducrozet said.



“If  the  political  situation  were  to  improve  for  whatever
reason – arguably a big IF –  the fiscal picture would improve
dramatically.”

Turkish economy shrinks only
1.5%  in  Q2  as  recovery
beckons

By Behiye Selin Taner and Ezgi Erkoyun

ISTANBUL, Sept 2 (Reuters) – The Turkish economy contracted
less than expected in the second quarter, 1.5% year-on-year,
as it looks to shake off the effects of a recession brought on
by last year’s currency crisis.

Compared with the first quarter, gross domestic product grew
at  a  seasonally  and  calendar-adjusted  1.2%,  its  second
positive reading in a row, the Turkish Statistical Institute
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data showed.

Turkey’s economy has a track record of more than 5% growth,
but  inflation  and  interest  rates
soared tmsnrt.rs/2k8VNhL after the Turkish lira lost some 30%
of its value last year and domestic demand fell sharply as it
tipped into recession.

Measured annually, Turkey’s economy has contracted for the
past three quarters. A Reuters poll forecast a 2% year-over-
year contraction in the second quarter, leading to zero growth
in 2019.

Consumption in the latest quarter was stronger than economists
predicted  and  net  exports,  helped  by  the  weak  lira,  also
limited the annual contraction, suggesting a recovery may have
taken hold.

“We think the rise from the bottom started as of Q2,” wrote
Muammer  Komurcuoglu,  economist  at  Is  Yatirim.  “But  the
recovery is fragile for now and the extent of it will be
determined by the course of central bank interest rate cuts
and global risk appetite.”

The lira strengthened beyond 5.80 to the U.S. dollar after the
data, from 5.8175 immediately before. It stood at 5.8130 at
0832 GMT.

Last year’s currency crisis, brought on by a diplomatic row
with  Washington  and  doubts  about  the  independence  of  the
central  bank,  ended  years  of  a  construction-fuelled  boom
driven by cheap foreign capital.

The lira is down another 9.6% so far this year, but a dip in
inflation in recent months opened the door for the bank to
slash rates below 20% in July and begin a monetary easing
cycle. Business investment, held down by high borrowing costs
and currency uncertainty, fell in the second quarter to help
keep  overall  year-over-year  GDP  negative.  Industrial



production  weakened  significantly  in  June.

But  other  data  suggest  a  turnaround  in  the  Middle  East’s
largest economy despite risks ahead, including a trade war
that could lead to a global slump.

A PMI business survey published separately on Monday showed
that  after  17  months  of  contraction  Turkish  manufacturing
activity declined only modestly in August, suggesting firms
may be readying for a return to growth.

The government also made revisions to GDP data going back to
early 2017 – including a slightly smaller annual contraction
of 2.4% in the first quarter of 2019 – which generally showed
a bit stronger past performance.

Jon Harrison, head of emerging markets macro strategy at TS
Lombard, said he still expects the economy to contract this
year.

The GDP data “confirms that growth is not doing very well and
although it is moderately better than expected … concerns are
still  there  about  whether  there  will  be  an  overshoot  of
monetary policy, and a renewed depreciation in the currency,”
he said.

Additional reporting by Birsen Altayli and Tom Arnold; writing
by Jonathan Spicer; editing by Larry King

Our Standards:The Thomson Reuters Trust Principles.

The  British  Banking  Dynasty
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That’s  Even  Older  Than  the
Rothschilds

C. Hoare & Co. has been in business for more than three
hundred years, and the family that founded it is still running
the show.

By
Tom Metcalf
In the U.K. there’s old money, really old money and then
there’s C. Hoare & Co.
The London firm was started in 1672 by Richard Hoare and has
tended  to  the  affairs  of  diarist  Samuel  Pepys,  poet  Lord
Byron and novelist Jane Austen. That’s almost a hundred years
older than the famous Rothschild dynasty, which was founded in
the  1760s.  After  more  than  three  centuries  of  continuous
operation, the family still runs the show, overseeing about
4.4 billion pounds ($5.6 billion) of deposits and sticking to
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a traditional way of doing business.

“You go in and you talk,” said Islay Robinson, chief executive
officer of Enness, a mortgage broker with dozens of high-net-
worth clients who have borrowed from the bank. “They lend
their own money and tend to be able to come up with solutions
that other banks can’t.”

The last of the 10th generation of partners retired last year,
leaving the bank in the hands of six partners from the 11th
generation who have continued its evolution. In March, they
opened the first outpost outside London: a Cambridge office
designed  to  serve  existing  clients  but  also  attract
entrepreneurs in a region known for bioscience and technology
ventures.

Blending old with new has become vital for C. Hoare, rival
Coutts and smaller competitors such as Raphaels and Weatherbys
as they vie to serve wealthy clients. Independent banks are
also striving to reconcile their highly tailored services to
an industry where the prevailing trends are consolidation and
rising regulation.

“It’s  a  constant  tension  because  part  of  what  makes  us
completely different to the clearing banks is that we are
smaller and more personable and more human and more relatable
to customers,” partner  Alexander Hoare, 57, said during an
interview in a meeting room festooned with cartoons. “We don’t
want to be herded and we don’t want to grow. We want to be
special.”

C. Hoare is certainly different. The firm is an unlimited
liability  partnership,  meaning  the  personal  assets  of  the
partners are fair game for creditors. Since at least 1994, the
dividend has been fixed at 50 pounds per share or 6,000 pounds
total. That’s for a business with 26 million pounds of profit
in the 12 months through March 31, 2019.

The  restraint  has  built  a  valuable  enterprise.  The



partnership’s latest accounts show a book value of about 370
million pounds, putting the family among the U.K.’s richest on
paper. But the Hoares said they have no interest in selling.

“If people were in it for the liquidity event, it would have
been sold a long time ago,” said Rennie Hoare, 33, who became
a partner last year.

His ancestor Richard Hoare first started to trade at the “sign
of the golden bottle” in 1672 (it took another century for
street numbering to be invented). He rose to dominate the City
of London, dabbled in politics and was knighted by Queen Anne.

Succeeding partners furthered this success, so many of whom
were named Henry that they accrued epithets like “Henry the
Good,” “Henry the Magnificent” and “Fat Harry” to distinguish
them. While the family dodged the pitfalls associated with the
third  generation  of  ownership,  the  seventh  generation’s
speculative investments proved more problematic, with partner
Henry Junior putting money into ventures such as a steam-
engine enterprise and a company in Canada that was supposed to
revolutionize  the  leather  trade  with  treated  hemlock,
according to a family history. The collapse of his personal
finances forced him to resign in 1874.

“Our seventh generation got way too wealthy and burnt through
a fantastic fortune,” Alexander Hoare said. “There are two
things that can destroy a family business: the business and
the family, and they both have to be kept in order.”

Hiccups aside, the firm’s longevity speaks to the enduring
strength of family businesses. A 2018 Credit Suisse Group
report  found  that  such  businesses  have  outperformed  the
broader equity markets in the past decade. Certainly Hoare’s
conservatism  proved  an  asset  during  the  global  financial
crisis, when the strength of its balance sheet attracted a
steady inflow of funds from troubled lenders like Royal Bank
of Scotland.



“During the financial crisis, the smaller banks did extremely
well,”  said  Caroline  Burkart,  an  associate  partner  at
consulting  firm  Scorpio  Partnership.  “These  family-  and
partner-owned firms were regarded as a safe haven.”

C.  Hoare’s  unbroken  ownership  also  gives  its  partners
perspective, with three centuries of experience helping make
the  perplexities  of  events  such  as  Brexit  seem  less
foreboding.

“In banking, the cycles do come around,” said  Bella Hoare,
50.  “The  reason  we  had  a  good  crisis  is  that  we  hadn’t
forgotten the last one. My father’s father had taught him the
lessons from the 1929 crisis.”

They’ve also seen plenty of their rivals disappear, one reason
why they’re careful in selecting partners. There are more than
2,000 living descendants of Richard Hoare and the sifting
process to find suitable financiers starts pretty much the day
a Hoare is born, current partners said. At the same time the
bank employs a CEO from outside the family with Steven Cooper
joining in January from Barclays Plc.

That blend of nepotism and professionalism mirrors the path
between tradition and modernity the partners say they are
walking to position the bank for the next era, which included
selling the bank’s wealth-management arm for 72 million pounds
in 2016 to focus on its core banking business.

While the bank strives for personalized service, its structure
and size magnifies the burden of regulation and compliance,
and  missteps  are  costly.  Soon  after  selling  the  wealth-
management business, the bank discovered it hadn’t included
the required wording in statements sent to clients, requiring
it to refund more than 12 million pounds of interest.

“The sad truth is that the day of the gifted amateur is well
and  truly  over,”  Alexander  Hoare  wrote  to  his  clients  in
January 2018. “The bank is compelled to look increasingly like



all  other  banks  in  terms  of  processes,  controls  and
bureaucracy.”

A typical client needs about 5 million pounds in U.K. assets
to bank with C. Hoare. Another barrier to entry is the meeting
with a partner, which enables the family to find like-minded
clients they can build relationships with.

“Banking with us is definitely more expensive than banking on
the high street,” Bella Hoare said. “However, our customers
believe that they are getting value for money because we can
do something that for another bank wouldn’t be possible.”

There are other perks, too. Clients visiting the 37 Fleet St.
office  are  reminded  it’s  Britain’s  oldest  surviving
independent  bank.

Muskets purchased during the Napoleonic wars to defend the
bank adorn the entrance hall, cashiers work behind a 19th
century oak counter and an adjacent waiting room looks onto an
enclosed garden a world away from the City’s hubbub.

You can partake in a three-course meal with your relationship
manager and attend evening talks. The building also houses a
museum displaying artifacts and a framed family tree linking
today’s partners to founder Richard Hoare.

“Look, 95% of our energy is on the hurlyburly of the modern
world,” Alexander Hoare said. “Preserving the memory is nice
to have at the end of the day. It is the icing on the cake.”


