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Philippines DTI seeks
partnerships with
Qatari investors in
various sectors: Official

By Peter Alagos
Business Reporter

he Department of Trade
Tand Industry (DTI) in

the Philippines is seek-
ing to forge partnerships with
Qatari investors to grow and
expand the footprint of Fili-
pino industries in the inter-
national market in sectors like
IT, healthcare, and food pro-
duction, an official has said.

Glenn Penaranda, assist-
ant secretary and officer-in-
charge of DTI Trade Promo-
tions Group, said Information
Technology (IT) services is
one of the areas that the Phil-
ippines could tap into to forge
partnerships with investors
and companies in Qatar.

“We have an excellent track
record when it comes to this
industry. We started off in the
area of Business Process Out-
sourcing (BPO) and expanded
to software development. Uti-
lising IT as a tool would play
a key role in future collabora-
tions with foreign investors,”
Penaranda told Gulf Times.

Penaranda also said the
Covid-19 pandemic was in-
strumental in pushing further
growth in the Philippines’
health information sector. Fili-
pinos are already known in the

Glenn Penaranda, assistant secretary and officer-in-charge of

DTI Trade Promotions Group.

healthcare industry for being
excellent nurses, he said, add-
ing that there is also a service
behind healthcare that sup-
ports hospitals and insurance
companies, as well as aftercare
and monitoring services.

“We already have Filipino
companies working with their
international counterparts
that are providing continuous
healthcare andrelated services.
For a country like Qatar which
has a high income, taking care
of its people is important. And
that may be the reason why we
also have nurses here,” he said.

But beyond healthcare and IT,
Penaranda pointed out that
there are also other opportuni-
ties for partnerships in creative
industries, citing Republic Act
11904 or the Philippine Crea-
tive Industries Development
Act, which was recently passed
into law.

“The future of trade is dig-
ital. Everyone has to be online.
The DTI always encourages
companies in the Philippines
to be sustainable, green, and
omnipresent in the digital
world. Nowadays, most peo-
ple go to the Internet before

Philippine ambassador Lillibeth V Pono.

they make any type of pur-
chase, so we need to be there,
as well,” Penaranda explained.

He also noted that the DTI
is pushing for inclusivity to
encourage and support dif-
ferent enterprises outside of
the Metro Manila area and in
other parts of the Philippines
to include them in different
investment opportunities not
only in major cities across the
country but also in other mar-
kets abroad.

Penaranda also lauded the
recent appointment of Lilli-
beth V Pono as the Republic of
the Philippines ambassador to

the State of Qatar. Pono is the
first female Philippine ambas-
sador to Qatar. Prior to her
arrival in Qatar, Pono served
as charge d’affaires ad interim
at the Philippines embassy in
Germany, from February 2018
to April 2019, and from July
2021 until January this year.
Only recently, some 500
Filipino leaders from 48 or-
ganisations of the Filipino ex-
patriate community in Doha
attended the ‘Philippine Gala
Night} organised by Kulinarya
Qatar, to pay tribute to Pono,
who was the event’s guest of
honour and keynote speaker.

GCCbhanks expected to
manage contagionrisk
from US lenders: S&P

By Santhosh V Perumal
Business Reporter

The Gulf Co-operation Council (GCC)
lenders are expected to manage the
contagion risk from the US banks’
imbroglio on the back of strong
funding and liquidity profiles as well
as the expected sovereign support,
according to Standard and Poor’s
(S&P), a global credit rating agency.
“On average, banks we rate in GCC
had exposure of 4.6% of assets and
2.3% of liabilities at year-end 2022,
reflecting exposure ranging from
zero to 22% and 11.4%, respectively.
None of the rated banks have publicly
reported any exposure to the two
banks that failed,” the report said.
Substantial volatility of bank equity
prices across the globe, including in
the GCC, has followed the failure of
US-based Silicon Valley Bank (SVB)
and Signature Bank (SB).

S&P said Generally, GCC banks
would have limited lending activity
in the US and most of their assets
there would be in high-credit quality
instruments or with the US Federal
Reserve.

Highlighting that revaluation
reserves for rated GCC banks
averaged negative 2.6% of total
equity at year-end 2022; it said for
banks with the highest unrealised
losses, this ratio was still only -10.9%.
“The slightly positive outcome of

up to 1.9% for a handful of banks
stemmed mainly from hedging
exposure against interest rate
volatility. We understand most of
these hedges are cleared through
central counterparties and hence
see limited risk regarding their
effectiveness,” it said.

Not all unrealised losses relate to
exposures in the US, it said, adding
rather, they are associated with
banks’ overall investments, including
instruments in the GCC whose fair
value declined as the region’s central
banks increased their rates.
Although the GCC banks’ US
portfolios have contributed to
unrealised losses, S&P said “the

overall amount appears manageable,
in our view.” “In light of the banks’
good funding and liquidity profiles
and expected government support
in case of need, the chance of GCC
banks having to sell meaningful
volumes of investment securities
appears limited,” it said.
Nevertheless, if they did, and all
unrealised losses crystallised, the
impact would be on profitability rather
than on capitalisation for the majority
of rated banks, according to it.

“The GCC banks would need to use
only about 24.9% of their 2022 net
income, on average, to absorb the
estimated revaluation losses,” it said.
S&P said the average risk-adjusted
capital or RAC ratio for rated banks
stood at 11.1% - based on ratios at
year-end 2022, where available, and
2021 otherwise - and would decline
by only 30 basis points on average
t0 10.8% if unrealised losses were to
crystallise.

“In light of the banks’ good funding
and liquidity profiles and expected
government support in case of
need, the chance of GCC banks
having to sell meaningful volumes
of investment securities appears
limited,” said S&P Global Ratings
credit analyst Dr Mohamed Damak.
Observing that funding as a “relative
strength” for most GCC banking
systems, the report said core
customer deposits are GCC banks’
main funding source and “we do not
foresee this changing in the next few
years.”

The use of wholesale funding
sources remains relatively limited
and is unlikely to change any time
soon with the only exception being
Qatar’s banking system, which still
carries a “significant” amount of net
external debt.

Qatar’s banking system is unlikely

to expand much in 2023, implying

a lower need for external funding.
Moreover, Qatar’s central bank has
tightened regulations to curb the use
of external funding, and it has seen

a $14.2bn decline (down 7.3%) in
external funding for the 12 months to
January 31, 2023.

Qatar bourse key index plunges 827 points; M-cap erodes QR47bn

By Santhosh V Perumal
Business Reporter

The US banks’ contagion had its dampen-
ing effect on the Qatar Stock Exchange
(QSE), whose key index plunged 827
points and capitalisation eroded QR47bn
this week.

The foreign funds were seen hur-
riedly squaring off their position as the
20-stock Qatar Index plummeted 7.7% this
week which saw Industries Qatar outline
QRI11.1bn capital expenditure (capex) for
2023-27.

An across the board selling - notably
in the real estate, insurance, banking and
industrials - was instrumental in dampen-
ing the overall sentiments this week which
saw Mesaieed Petrochemical Holding
outline QR1.8bn capex for 2023-27.

The Arab retail investors were seen
increasingly bearish this week, which saw
Qamco outline QR1.1bn capex for 2023-27.

More than 92% of the traded constitu-
ents were in the red in the main market
this week, which saw Gulf International
Services intend to strategically build new
revenue streams through the projects
linked to Qatar’s North Field expansion.

The Gulf retail investors were seen net
profit takers this week which saw Nakilat
view that its greater fleet capacity and
increased operational efficiency provided
a “competitive” edge as it expands the
international shipping portfolio.

The foreign individual investors’ weak-
ened net buying had its influence in the
main market this week, which saw Milaha

shipyard’s marine and quayside infrastruc-

ture upgrade slated for completion by the
end of this year.

The local retail investors continued to
be net sellers but with lesser intensity this
week which saw the Institute of Chartered
Accountants in England and Wales view
higher investments in non-hydrocarbons
will help Qatar’s economy remain “resil-
ient” this year.

The Islamic index was seen declining
slower than the main barometer in the
main market this week which saw a total
of 0.72mn Masraf Al Rayan-sponsored
exchange traded fund QATR worth
QR1.65mn trade across 36 deals.

Trade turnover and volumes were on
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Foreign funds were seen

hurriedly squaring off their position as

the 20-stock Qatar Index plummeted 7.7% this week which saw
Industries Qatar outline QR11.1bn capital expenditure for 2023-27

the increase in the main market this week,
which saw as many as 0.12mn Doha Bank-
sponsored exchange traded fund QETF
valued at QR1.25mn change hands across
65 transactions.

Market capitalisation was seen eroding
QR4717bn or 7.63% to QR57112bn on

the back of large and midcap segments
this week which saw the industrials and
banking sectors together constitute about
62% of the total trade volume in the main
market.

The Total Return Index shrank 4.96%,
All Share Index by 4.89% and All Islamic

Index by 7.23% this week, which saw
no trading of sovereign bonds and
treasury bills.

The real estate sector index tanked
7.62%, insurance (6.57%), banks and
financial services (5.5%), industrials
(5.23%), telecom (3.56%), consumer goods
and services (2.84%) and transport (0.1%)
this week which saw Doha Bank’s capital
adequacy slated to remain strong in the
short term to medium term given the
credit growth projections, without further
capital raising.

Maijor losers in the main market in-
cluded Estithmar Holding, Qatari German
Medical Devices, GIS, 1Q, Qatar General
Insurance and Reinsurance, Ezdan, QNB,
Qatar Islamic Bank, Doha Bank, Commer-
cial Bank, QIIB, Masraf Al Rayan, MPHC,
Qamco and Mazaya Qatar. In the venture
market, Al Faleh Educational Holding saw
its shares depreciate in value this week
which saw the QSE amend the list of
securities eligible for the margin trading,
market making and liquidity provision.

Nevertheless, Milaha, Vodafone Qatar
and Ahlibank Qatar were the gainers this
week which saw Qatar’s inflation, based
on consumer price index), ease 0.06%
month-on-month in February 2023.

The foreign funds turned net sellers to
the tune of QR125.2mn compared to net
buyers of QR84.79mn the week ended
March 9.

The Arab individual investors’ net sell-
ing expanded significantly to QR18.24mn
against QR1.51mn a week ago.

The Gulf individuals were net sellers to
the extent of QR1.57mn compared with net
buyers of QR1.42mn the previous week.

The foreign retail investors’ net buying
eased marginally to QR8.29mn against
QR9.53mn the week ended March 9.

However, the domestic institu-
tions turned net buyers to the tune of
QR103.06mn compared with net sellers of
QR107.85mn a week ago.

The Gulf institutions’ net buying ex-
panded noticeably to QR37.31mn against
QR25.69mn the previous week.

The Arab funds’ net buying strength-
ened marginally to QRO.06mn compared
to QRO.03mn the week ended March 9.

The local retail investors’ net profit
booking declined perceptibly to QR3.71mn
against QR12.13mn a week ago.

Total trade volume in the main
market soared 24% to 713.33mn shares,
value by 44% to QR2.41bn and deals by
34% to 73,357.
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Fed chief’s legacy risks being
tarnished by SVB collapse

Bloomberg
Washington

he collapse of Silicon Valley
TBank threatens to further be-

smirch the reputation of Fed-
eral Reserve Chair Jerome Powell, on
top of the blemish he’s suffered for
being slow to recognise the risk of
rampant inflation.

Friends and foes of the Fed alike
have faulted the central bank for not
heading off the troubles at the nation’s
16th-largest lender before they blew
up into a crisis that shook the financial
system and prompted extraordinary
steps by policymakers over the week-
end to contain it.

“There was a supervisory fail-
ure,” said former Fed Governor Dan-
iel Tarullo, who oversaw the central
bank’s regulatory portfolio in the wake
of the 2007-09 financial crisis and is
now a Harvard Law School professor.

A number of lawmakers and cen-
tral bank watchers are criticising the
Powell-led Fed board for wholeheart-
edly signing on to a Republican-driven
agenda in 2018 to loosen regulation on
banks smaller than behemoths such
as JPMorgan Chase & Co and Bank of
America Corp. They argue that Pow-
ell and his team at the time — some of
whom have since left the Fed — are at
least partly responsible for the prob-
lems at SVB.

Experts are divided, though, over
how much, if any, blame to directly
assign to Powell. Some - including
frequent Fed critic Aaron Klein of the
Brookings Institution - say Powell
couldn’t have been expected to know
the nitty gritty details of one of the
hundreds of banks the central bank su-
pervises.

If Powell succeeds in navigating the
current financial ructions and brings
inflation down without a painful re-
cession, he’ll be lionised for managing
aparticularly tricky transition.

But it’s a transition made all the
more difficult by the delay in which the
Fed reacted to inflation and the speed
at which it subsequently moved to jack
up interest rates.

Jerome Powell, chairman of the US Federal Reserve.

In Washington, Democratic Senator
Elizabeth Warren of Massachusetts,
a long-time Powell foil, has been out
front in slamming the Fed chief over
the SVB affair.

“Powell’s actions to allow big banks
like Silicon Valley Bank to boost their
profits by loading up on risk directly
contributed to these bank failures,” she
said in a statement Tuesday.

Other lawmakers have been more
reticent in pinning blame on the Fed
chair, with several Republicans point-
ing the finger at supervisors at the Fed-
eral Reserve Bank of San Francisco -
which directly oversaw the operations
of SVB.

Powell on Monday launched an in-
ternal review of the Fed’s supervision
and regulation of SVB after its failure
last week. The appraisal, which will
be led by Vice Chair for Supervision
Michael Barr, will be publicly released
by May 1. Senate Banking Committee

Chair Sherrod Brown told Bloomberg
Television on Tuesday that he believes
Powell will investigate the circum-
stances behind SVB’s collapse properly.
That’s in contrast to the stance taken
by his Banking Committee colleague
Warren, who called on Powell to recuse
himself from the Fed’s review.

The Fed is considering changes to its
oversight of mid-sized banks, includ-
ing rules that could bring capital and
liquidity thresholds closer to strictures
that the largest Wall Street firms face,
according to a person familiar with the
matter.

As recently as early 2021, Powell was
being hailed for the critical role that he
and the Fed played in helping to pilot
the economy through the thick of the
pandemic the year before.

But his reputation was tarnished
by his repeated insistence in 2021 that
the surge in inflation then taking hold
was “transitory” He then pivoted in

the following year to overseeing the
most aggressive monetary tightening
campaign since the 1980s to try to rein
prices back in.

Those rapid-fire rate increases con-
tributed to the problems at SVB, as
its holdings of otherwise ultra-safe
Treasury and agency bonds lost value.
It also experienced an exodus of de-
posits, with technology companies
yanking money out of the bank as their
businesses slowed under the impact of
tighter credit.

There’s widespread agreement
among banking experts that state su-
pervisors in California, those at the
San Francisco Fed and to a lesser extent
at the Fed board in Washington, either
missed or failed to act quickly enough
to correct some glaring problems at
SVB. The issues included a massive
bond position not hedged against the
vagaries of interest rates and over-re-
liance on deposits above the $250,000

level insured by the Federal Deposit In-
surance Corp.

“Each one of these alone is a classic
red flag) said Klein, who worked on
the banking reforms that grew out of
the 2007-09 financial crisis as an offi-
cial at the Treasury and is also a former
chief economist at the Senate Banking
Committee. “Combined, it’s a red laser
beam.

But what’s less clear is whether
that was solely the result of a mistake
made by supervisors on the ground, or
whether it also partly reflected a more
relaxed attitude toward oversight of
smaller banks conveyed by the Powell-
led Fed board in Washington — partic-
ularly, former Vice Chair for Supervi-
sion Randal Quarles.

In a January 2020 speech in Wash-
ington, Quarles — an appointee of
former President Donald Trump -
outlined a variety of changes to the su-
pervisory process.

He said supervisors should “focus
on violations of law and material safety
and soundness issues” and shouldn’t
“mistakenly give the impression that
supervisory guidance is binding.”
Quarles left the Fed in October 2021.

What’s also unclear is how much of
the SVB debacle can be tied to 2018
legislation that loosened regulatory
scrutiny for many regional banks and
to the actions that the Powell-led Fed
took in carrying the law out.

That legislation was spearheaded by
Republicans and the Trump adminis-
tration, but was passed with significant
Democratic support. It was also backed
by since-deposed SVB Chief Executive
Officer Greg Becker.

Dennis Kelleher, CEO at Better Mar-
kets, an organisation advocating strict-
er financial regulation, said Powell
can’t duck responsibility for the SVB
collapse.

“He supported Quarles in imple-
menting rules that went far beyond the
law in deregulating the banks,” Kelle-
her said.

Tarullo sees only a modest connec-
tion between the regulatory changes
made by Congress in 2018 - and the
Fed’s implementation of them - and
the specific failure of SVB.

Fed alarms at SVB began more than year ago as examiners changed

Bloomberg
Washington

ust over a year before Silicon Valley
Bank’s collapse threatened a gen-
eration of technology startups and
eir backers, the Federal Reserve Bank
of San Francisco appointed a more
senior team of examiners to assess the
firm. They started calling out problem
after problem.

As the upgraded crew took over, it
fired off a series of formal warnings to
the bank’s leaders, pressing them to fix
serious weaknesses in operations and
technology, according to people with
knowledge of the matter.

Then late last year they flagged a
critical problem: The bank needed to
improve how it tracked interest-rate
risks, one of the people said, an issue
at the heart of its abrupt downfall this
month.

The Federal Reserve has promised
to investigate how it supervised SVB
Financial Group’s Silicon Valley Bank,

now the second-biggest failure of a
US lender in history. The relatively
late discovery of so many flaws raises
questions about whether the Fed was
diligent in stepping up oversight as the
firm was ballooning in size. Yesterday,
Santa Clara, California-based SVB Fi-
nancial filed for Chapter 11 bankruptcy
protection.

In a twist, the San Francisco Fed’s
deputy point person in charge of moni-
toring the bank until late 2021 received
anew assignment afterward, becoming
the regulator’s point person on Silver-
gate Capital Corp., according to people
with knowledge of the situation. Sil-
vergate also shut this month because of
similar flaws in its deposit base and the
positioning of its balance sheet.

A representative for the Fed declined
to comment.

SVB was a fraction of its recent size
when the Trump administration and
congressional Republicans rolled back
banking regulations in 2018, ending
automatic annual stress testing for
banks smaller than $250bn in assets.

The lender’s chief executive officer,
Greg Becker, had lobbied for the bill,
and as the measure took effect his com-
pany’s growth took off. By early last
year, it held $220bn in assets, up from
$51bn at the end of 2017.

That trajectory made SVB the fast-
est-growing major bank in the nation
over the past five years. By this year, it
was the country’s 16th largest by as-
sets.

Its collapse late last week left legions
of startups facing the prospect that
they wouldn’t be able to pay employ-
ees or keep the lights on, prompting
the Fed and Federal Deposit Insurance
Corp to take extraordinary steps, in-
cluding rescuing uninsured depositors
and offering the industry a borrowing
facility to avoid similar strains.

The central bank vowed to publish
the results of its internal review by May
1. “The events surrounding Silicon Val-
ley Bank demand a thorough, transpar-
ent and swift review by the Federal Re-
serve,” Fed Chair Jerome Powell said in
a statement this week.

Already, the bank’s lack of a chief
risk officer for much of last year has
emerged as a focal point, Bloomberg
News reported on Tuesday.

The San Francisco Fed has a program
for overseeing community and regional
institutions, as well as a group trained
to monitor big banks. As that one pre-
pared to formally watch Silicon Valley
Bank at the start of last year, examin-
ers began sending the firm two types of
warnings: matters requiring attention,
or MRAs, and matters requiring imme-
diate attention, or MRIAs.

While not disclosed to the pub-
lic, MRAs and MRIAs are supposed to
seize executives’ attention, requiring
they fix problems to avoid more severe
sanctions, known as consent orders.
Those more stringent directives, once
public, can send stocks tumbling by
forcing banks to make costly improve-
ments, pull back from certain activities
or, in the extreme, stop growing.

The Biden administration found out
about the full extent of SVB’s stack of
MRAs and MRIAs on March 10, the

day the firm was seized by regulators,
according to people familiar with the
matter.

SVB and Silvergate succumbed to
the same basic pressures. Silicon Valley
Bank’s clientele of tech startups drew
down their balances as the industry
struggled to raise fresh funding, while
Silvergate’s crypto-friendly customers
withdrew to weather last year’s plunge
in digital-asset prices.

Banks are supposed to structure their
balance sheets conservatively to han-
dle unexpected economic shocks and
deposit flight. But Silicon Valley Bank
and Silvergate both invested heavily in
bonds with low interest rates, which
slumped in value as the Fed raised rates
over the past year. When withdrawals
forced the lenders to sell those assets,
they incurred severe losses.

The Justice Department and the Se-
curities and Exchange Commission are
investigating SVB’s downfall. Those
probes, which are in early stages, in-
clude whether stock sales by executives
violated trading rules.

Deloitte hit
by record
Chinafine,
suspension
over Huarong

Bloomberg
New York

China suspended the operations of
Deloitte Touche Tohmatsu’s Beijing
office for three months and imposed
an unprecedented fine over lapses
in its auditing work of bad-debt
manager China Huarong Asset
Management Co.

After several on-site inspections,
personnel interviews, a review of
paperwork and a hearing, the Min-
istry of Finance found that Deloitte
had “serious audit deficiencies” in its
work with Huarong between 2014
and 2019, according to a statement.
The firm was fined 212mn yuan
($30.8mn), or more than 25 times
the combined fines the ministry
meted to accounting firms during
inspections last year.

The accounting firm failed
to properly look into the status
of Huarong’s underlying assets,
ignored compliance approvals on
major investments and failed to ap-
ply a sense of scepticism in its audit
work on Huarong, the ministry said.
Huarong had several internal and
risk control failures and distorted its
accounting which Deloitte missed,
according to the statement.

The local unit, Deloitte Hua Yong,
said in a statement yesterday that
there’s no suggestion by the ministry
that its Beijing branch or any of its
people have done anything unethical.
“We have cooperated fully with the
MOF throughout its inspection,” it
added. “We respect and accept the
MOF’s penalty decision. We regret
that, in this matter, the MOF considers
certain aspects of our work fell below
the required auditing standards.”

Huarong roiled Asian credit
markets in 2021 as it failed to release
its annual report on time, eventually
revealing a massive loss for 2020. It
later received a $6.6bn government-
orchestrated bailout.

The suspension and fine come
as Chinese authorities, including
the Ministry of Finance, have urged
state-owned firms to stop using the
four biggest international account-
ing firms as recently as January,
people familiar with the matter told
Bloomberg last month. China is
seeking to rein in the influence of
the US-linked global audit firms and
ensure the nation’s data security, as
well as to bolster the local account-
ing industry, the people said.

In its statement, Deloitte Hua
Yong also said it has received no
information from Huarong that there
is any intention to make any prior
period restatement to the company’s
historic consolidated financial state-
ments. “No changes to the relevant
audit reports have been found to be
necessary,” it said. This is the second
large fine Deloitte’s China operations
has received in the past year. In Sep-
tember, the affiliate agreed to pay
the $20mn over US Securities and
Exchange Commission (SEC) allega-
tions it broke auditing rules. The SEC
said that in audits for 2016 to 2018,
employees at the affiliate asked
clients to select their own samples of
financial statements for review and
create documents showing the audi-
tor had tested the statements when
there wasn’t evidence it had.

Deloitte China didn’t admit or
deny the SEC’s allegations and said
in a statement that it self-reported
“deficient procedures” and that the
SEC acknowledged the firm’s coop-
eration and remedial efforts.

Wall Street giants move to rescue First Republic Bank

AFP
New York

America’s largest banks moved on
Thursday to shore up First Republic,
easing fears that the regional lender
could be the next domino to fall after
collapses including Silicon Valley Bank.
A consortium of 11 US private banks,
including Bank of America, Citigroup
and JPMorgan Chase, announced

they would deposit $30bn into First
Republic.

The move marks a dramatic initiative
by the lenders to bolster the system
following failures of three mid-sized
lenders in the last week.

“This action by America’s largest
banks reflects their confidence in First
Republic and in banks of all sizes,” the
group said in a joint statement.
“Together, we are deploying our
financial strength and liquidity into the
larger system, where it is needed the
most,” the banks said.

Shares of First Republic reversed earlier
losses to close 10% higher on Wall
Street on Thursday.

“This show of support by a group of
large banks is most welcome, and

demonstrates the resilience of the
banking system,” said leaders of the
Treasury Department, US Federal
Reserve, Federal Deposit Insurance
Corp and Office of the Comptroller of
the Currency in a joint statement.

Bank of America, Citigroup, JPMorgan
Chase and Wells Fargo each are making
a $5bn uninsured deposit in First
Republic, while Goldman and Morgan
Stanley will put in $2.5bn each.

A group of five other lenders, including
PNC Bank and US Bank, are each
allotting $1bn.

In a statement, First Republic founder
Jim Herbert and CEO Mike Roffler said
the “collective support strengthens
our liquidity position...and is a vote of
confidence for First Republic and the
entire US banking system.”

The action comes on the heels of
emergency measures taken late Sunday
by the Federal Reserve and other US
regulators to assure all depositors of
two failed banks, Silicon Valley Bank
and Signature Bank.

On Thursday, the Fed said it has lent US
banks close to $12bn under a new one-
year lending program unveiled Sunday
as authorities moved to ease stress on
the financial system.

A First R

epublic Bankranch in Santa Monica, California. America’s largest banks

moved to shore up First Republic, easing fears that the regional lender could be
the next domino to fall after collapses including Silicon Valley Bank.

The total outstanding amount of

all advances under the Bank Term
Funding Program reached $11.9bn by
Wednesday, the central bank said.

In its earlier statement, the Fed
said it was making additional
funding available “to help assure
banks have the ability to meet the

needs of all their depositors.” Data
made available Thursday showed
the vastness of the emergency
assistance, with the Fed drawing

an additional $152bn in short-

term borrowing for banks from its
standing loan window, a dramatic
increase against the roughly $5bn
from the previous week.

With the seizure of SVB and Signature,
an additional $142.8bn was poured into
the bridge banks created by regulators
for the two collapsed banks, pushing
the Fed’s balance sheet up by about
$300bn in the past week.

Last Friday’s SVB failure has sparked
concerns about a contagion effect,
with especially keen worries that
more banks could suffer a run by
depositors.

The crisis has also spread to Europe,
with the Swiss central bank intervening
to support Credit Suisse after it came
under pressure.

Founded in 1985, First Repubilic is the
14th largest US bank by assets, with
$212bn at the end of 2022.

The lender headquartered in San
Francisco is also present on the East
Coast including in New York and
Florida, as well as in western states

such as Washington.

But the majority of the bank’s “affluent”
client base is concentrated in coastal
urban areas, Morningstar analyst Eric
Compton wrote in a recent note to
clients.

The bank is known for private banking
and wealth management.

As a result of its clientele, it has a large
percentage of uninsured deposits that
has kept it under scrutiny after the
failures of SVB and Signature.

Last week also saw the closure of
crypto banking titan Silvergate, in the
face of market turmoil and regulatory
pressure.

Although First Republic’s customers
come from a wide range of sectors,
there have been concerns that many of
them might look to flee to the relative
safety of big, well-capitalised Wall Street
banks in light of the ongoing turbulence
in financial markets.

According to S&P Global Ratings,

68% of the bank’s accounts hold
deposits of more than $250,000, the
level automatically guaranteed by US
regulators.

Wall Street stocks finished solidly
higher following the 11 banks’
announcement.
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China cuts banks’ reserve

ratio for fi

Reuters
Reuters

hina’s central bank said

yesterday it would cut the

amount of cash that banks
must hold as reserves for the first
time this year to help keep liquid -
ity ample and support a nascent
€CONOmic recovery.

Chinese leaders have pledged
to step up support for the world’s
second-largest economy, which
is gradually rebounding from a
pandemic-induced slump after
coronavirus-related curbs were
abruptly lifted in December.

The People’s Bank of China
(PBoC) said it would cut the re-
serve requirement ratio (RRR)
for all banks, except those that
have implemented a 5% reserve
ratio, by 25 basis points from
March 27.

The move, which came ear-
lier than financial markets had
anticipated, follows data show-
ing a gradual but uneven recov-
ery in the economy in the first
two months of the year and a
stronger-than-expected credit
expansion.

“At present, risks in the over-
seas banking sector are increas-
ing and global liquidity is under
pressure, and the external envi-
ronment is becoming increas-
ingly complex,” said Wen Bin,
chief economist at China Min-
sheng Bank.

“In the first two months of
this year, China’s main econom-

|
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The headquarters of the People’s Bank of China in Beijing. The PBoC said yesterday it would cut the
amount of cash that banks must hold as reserves for the first time this year to help keep liquidity
ample and support a nascent economic recovery.

ic indicators showed a positive
trend, but the overall recovery
foundation is not yet solid”

The central bank has yet to
give an estimate of how much
long-term liquidity will be re-
leased following the cut, which
will allow banks to lend out more
funds.

Analysts estimated that the
move freed up over 500bn yuan
($72.6bn).

The central bank has prom-
ised to make its policy “precise
and forceful” this year to sup-
port the economy, keeping li-
quidity reasonably ample and
lowering funding costs for busi-
nesses.

It said the cut reflected its
intention to “make a good com-
bination of macro policies, im-
prove the level of services for the
real economy, and keep liquid-

ity reasonably sufficient in the
banking system.”

China’s new premier Li Qiang
has pledged to push the overall
economy to improve while fend-
ing off any major risks, state me-
diareported yesterday.

The reduction follows a 25-
bps cut for all banks in Decem-
ber. Central bank chief Yi Gang
told anews conference on March
3 that China’s real interest rates

rst time in 2023

are at an appropriate level and
cutting banks’ reserve require-
ments will still be an effective
tool to support the economy.

The PBoC has cut the RRR 15
times since 2018, from nearly
15%, and some analysts have
speculated over how much room
it has for further reductions.

“This will provide a bit of fi-
nancial relief for China’s large
and medium-sized banks,” Ju-
lian Evans-Pritchard at Capital
Economics said in a note.

“It may also help nudge down
lending rates slightly.

But given the wider signs of
policy restraint, we doubt it will
have a significant and lasting
impact on monetary conditions
or credit growth?”

The weighted average RRR for
financial institutions stood at
around 7.6% after the cut, the
central bank said.

China’s economic activ-
ity picked up in the first two
months of 2023 as consumption
and infrastructure investment
drove a recovery from Covid-19
disruptions.

But its other traditional growth
engines are a big question mark:
Exports are expected to remain
weak amid a global downturn
and the crisis-hit property sector
is only slowly beginning to turn
the corner.

China has set a modest target
for economic growth this year of
around 5% after it cooled to only
3% last year, one of the weakest
showings in nearly half a century.

EM stocks, currencies rise on hopes of smaller Fed hikes

Reuters
Singapore

merging market assets rose yes-
Eterday as concerns triggered by US

mid-size lenders prompted inves-
tors to tone down their expectations of a
big interest rate hike by the Federal Re-
serve next week.

The MSCI’s index for EM curren-
cies rose 0.3%, while its gauge for stocks
jumped 1.4%. Currencies were set to rise
at the end of a roller coaster week, while
stocks remained flat.

Rigorous monetary tightening cycles

by developed world central banks, such
as the US Fed and the European Central
Bank, have hurt riskier emerging market
plays.

Their currencies which are weighed
against the dollar or the euro, have not
fared well in a high-rate environment
supportive of gains in these developed
market units.

But that stands to be tested as inves-
tors now start to price in a smaller 25 basis
point rate hike by the Fed next week, in
the aftermath of the collapse of two big
US regional banks and recent stress sig-
nals from First Republic Bank.

A $30bn lifeline for First Republic did

ease fears of its imminent collapse and
helped buoy risk sentiment.

South Africa’s rand strengthened 0.5%
against the dollar, while Hungary’s for-
int and the Czech crown, both rose about
0.2% each against the euro.

Shares in China, the largest emerging
market, closed up 0.5%. China’s central
bank said it would cut the amount of cash
that banks must hold as reserves for the
first time this year to help keep liquidity
ample and support a nascent economic
recovery.

Shaun Murison, senior market analyst
at IG Markets in Gauteng, South Africa
says the short-term negative sentiment

for emerging markets have ease, “and
with that we’re seeing a bit of risk on
trade and at least near-term haemorrhag-
ing has seemed to stop.”

“I think there’s quite a high probability
of a 25 basis point move now...and mar-
kets are still processing some further
gains in emerging market currencies if we
were to get maybe even a pause.”

South African stocks added 1.5%, while
Turkish stocks gained 1%.

The rouble traded lower against the
dollar, with analysts polled by Reuters
week expecting a rate hold and are fo-
cused on whether the Bank of Russia
maintains or softens its hawkish rhetoric.

Asian markets
extend global
rally as banking
sector fears ease

AFP
Hong Kong

Asian and European markets rose
yesterday, extending a global
rally, as traders welcomed multi-
billion-dollar shows of support for
troubled banks aimed at soothing
concerns about contagion in the
sector.

A rollercoaster week was on
course to end on a positive note
after several Wall Street titans
including JP Morgan, Bank of
America and Citigroup stumped
up $30bn to deposit into troubled
First Republic.

The move came as investors
feared the lender could suffer a
run of withdrawals by customers
worried it would follow Silicon
Valley bank and Signature Bank,
which went under last week and
fuelled fears of another financial
crisis.

“The actions of America’s largest
banks reflect their confidence in
the country’s banking system,”
the group of 11 banks said of a
plan that was coordinated by US
regulators.

Earlier, European giant Credit
Suisse said it would borrow nearly
$54bn made available by the
Swiss central bank to “support”
the group.

Markets welcomed the measures,
helping the Dow and S&P 500
rally more than 1% and the Nasdaq
more than 2%.

“Worries over the banking sector
are easing after the big banks
offer support to First Republic
and as the SNB gave Credit Suisse
a lifeline,” said OANDA’s Edward
Moya.

“Banking jitters are fading quickly
for now and that has everyone
scrambling back into risky assets.”
Hong Kong, Tokyo, Taipei, Manila
and Jakarta all rose more than 1%,
while Shanghai, Sydney, Mumbai,
Wellington, Seoul and Bangkok
were also in the green.

London, Paris and Frankfurt rose
at the open, having enjoyed solid
gains on Thursday, as the head

of France’s central bank said
European lenders were “extremely
solid”. However, Meera Pandit,

of JPMorgan Asset Manage-
ment, warned that while there
was plenty of relief, traders must
remain wary.

“That the market is reacting rela-

tively positively to the fact that we
are applying some guardrails here
shouldn’t necessarily be a catalyst
for markets to move much
higher,” she told Bloomberg TV.
“There is still some vulnerability
here to a correction because we
don’t know how this continues to
evolve.”

Commentators said the calmer
waters in the banking sector
would allow investors to refocus
on the long-running subject of
inflation and interest rate hikes.
Before the SVB crisis unfolded,
there had been a widespread ex-
pectation the US Federal Reserve
would ramp up its tightening
campaign next week and push on
for as long as needed until it had
quelled inflation.

But with SVB’s demise largely
blamed on the sharp rise in bor-
rowing costs — fuelling fears of

a repeat at other banks — specu-
lation has swirled that the Fed
would stop hiking and maybe
even cut rates to provide some
stability.

A below-forecast reading on US
wholesale prices added to that.
However, data showing a bigger-
than-expected drop in first-time
unemployment claims and a surge
in housing starts and building
permits showed the economy
remained resilient and put fresh
pressure on the Fed to stick to its
guns.

Observers said the European
Central Bank’s decision to lift rates
by 50 basis points, as it had been
tipped to do before last weekend,
suggested the Fed would also

do so.

However, it did drop a reference to
the need to raise rates “signifi-
cantly” going forward, which was
seen as a dovish step.

Analysts at BlackRock Invest-
ment Institute said they did not
think officials would crack as
they were determined to defeat
inflation.

They expected the ECB and the
Fed to “go as far as possible to
distinguish their inflation-fighting
campaigns from measures to deal
with bank troubles and safeguard
the financial system”.

In Tokyo, the Nikkei 225 closed

up 1.2% to 27,333.79 points; Hong
Kong Hang Seng Index ended

up 1.6% to 19,518.59 points and
Shanghai Composite closed up
0.7% to 3,250.55 points yesterday.
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CAR HIRE
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INSURANCE
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REAL ESTATE

TECHNICAL CONSTRUCTION COMPANY - We do all Maintenance works
(Painting, Gypsum, Tiling, Plumbing). M: 55311348, 6688 6151, Em: tcc.2@hotmail.com AL MUFTAH GENERAL SERVICES www.rentacardoha.com

AL MUFTAH RENT-A-CAR Main office D-Ring Rd. T: 4463 4444, 4401 0700 QATAR ISLAMIC INSURANCE GROUP (QIIG) For all types of

BUS RENTAL/ HIRE

Q MASTER W.L.L. 15/26/30/65 Seater Buses with / W-out Driver

T: 4418 0042...F; 4418 0042...M: 5587 5266...Em: sales@thousandstransport.com

Contact 33204301 / 55259746 ....ccvvcvvsevesvrsrn E-mail: rental@autoz.com.qa

BUSINESS SOLUTION

QATAR ASPECT WLL Business Setup, Local Sponsor, CR License, PRO Service
0] TT1912119 o Em: info@qataraspect.com

— )

e CARGO SERVICES

AMBASSADOR CARGO D2D worldwide, Intl frieght, packing, relocation
storage & all logistic support.T: 4437 3338..M: 5500 8857..Em: info@ambassadorcargo.com

GOODWILL CARGO Air, Sea & Land Cargo Services Worldwide Door to Door
Packing & Moving T: 4462 6349, 4487 8448..M: 3318 8200, 3311 2400.Em: sales@goodwillcargogatar.com

Contact #55853618, 55861541 (24 Hours) F: 44425610 Em: gataroffice@yahoo.com
THOUSANDS TRANSPORT 60/67 Seated A/C non AC Buses w/ w-out driver

TRAVELLER TRANSPORT - 13/22/26/3/66 Seater Bus With & Without Driver
Tel: 44513283 Mob: 30777432 / 55899097. Email: info@travellertransport.com

AUTO Z GROUP W.L.L: 13/16/29/59 Seater Buses, Chiller Trucks & Pickups

ELITE PROJECTS PRO/Mandoob Services, Company Formation,
Classification, WPS. ..o M. 7022 0052, Em: sales.¢liteprojects@gmail.com

Airport 4463 4433, AT Khor (411 3344, Leasing 5569 1334 Em: reservations@rentacardoha.com. wwrentacardoha com
AL SAAD RENT A CAR Head Office-Bldg: 242, C-Ring Road T: 4444 9300
Branch-Barwa village, Bldg #17, shop #19........T: 4415 4414, ..M: 3301 3547

AVIS RENT A CAR Al Nast Holding Co. Building, Bldg, 84, St. 820, Zone 40
T. 4466 7744 F: 4465 7626 Airport T: 4010 8387 Em:avis@qatar.net.qa, www.avisgatar.com

THOUSANDS RENT A CAR
Bldg No 3, Al Andalus Compound, D-ring Rd..T. 44423560, 44423562 M: 5551 4510 F: 44423561

BUDGET RENT A CAR Competitive rates for car rental & leasing
Main Office T: 4432 5500...M: 6697 1703. Toll Free: 800 4627, Em: info@budgetqatar.com

CHAINLINK FENCE & GATES MFRS

NATIONAL ENGINEERING & CONSTRUCTION CO. W.LL. Fencing Supply/nstalation, Drillng
T: 44434852 F: 44361475 M: 55801134 55218209 Em:gm@necodoha.com, admin@necodaha.com

CLEANING

CAPITAL CLEANING CO. W.LLL. Atltype of Cleaning Services-Reasonable Rates
T: 44582257, 44582546 F: 44582529 M: 33189899 Em: capitalcleaningwll@gmail.com

ELECTRICAL CONTRACTING

POWERX ELECTRIC CO.- Specalizes in Electrical Power design & nstallation, procurement,

electrical facilties maintenance & technical training, M: 30336817, 77139301, powerxelect@qmail com

insurance services.T: 4465 8888. www.giic.com.qa Em: giic@giic.com.qa

IS0/ HACCP CONSULTANTS

QATAR DESIGN CONSORTIUM - 150901, 1400t 45001, 39001, 21001, 22301, 001, .
T. 4419 1777 F; 4443 3873 M: 5540 6516 .......cc0orovon Em: jenson@qdcqatar.net

EXCELLEDIA (QDB Approved IS0 Consultant, Contact for subsidized quotes)
Contact: info@excelledia.com ... T:4016 4157....cocve M:6685 4425

COMS VANTAGE 150 9001, 14001, 18001, 22301, 31000, 27001, HACCP & Sustainability
M: 7077 9574..Em: muneesh.pabbi@comsvantage.com..www.comsvantage.com

PARTY HALL FOR EVENTS

MAJESTIC HOTEL Party Hall available for Meeting, Seminar,

Birthday, Anniversary, Entertainment, Conference & other occations....M: 6655 3309

PEST CONTROL & CLEANING

QATAR PEST CONTROL COMPANY
T: 44222888 M: 55517254, 66590617 F: 44368727, Em:qatarpest@qatar.net.qa

DOHA PEST CONTROL & CLEANING CO. W.L.L.
T: 4470 9777.. M: 5551 3862, 5551 4709..F: 4436 0838...Em: sales@dohapest.com

AL MUTWASSIT CLEANING & PEST CONTROL
T: 44367555, 44365071 M: 55875920, 30029977 Em:info@amcqatar.co

T: 4463 44447 4401 0700....M: 5554 2067, 5582 3100....Em:reservations@rentacardoha.com

SKY REAL ESTATE Available rooms (Studio type), Flat, Hotel Rooms
for Executive Bachelor / Family inside villa or building.....M: 5057 6993, 3359 8672

CTC interlocked open yard space, A/C workshop with OHC-15MT, rooms,
Office available for rentals with 24/7 security. M: 50844154, E: rentals.ctc@gmail.com

SCAFFOLDING SALE / RENTAL

MALZAMAT QATAR WLL SCAFFOLDING SERVICES

T. 44504266..F: 44502489..M:66715063..Em: malzamat@gmail.com. www.malzamatqatar.com

TRANSLATION SERVICES

1

|\
ASIA TRANSLATION SERVICES www.asiatranslationcenter.com
Sofitel Complex, st Floor...T: 44364555, 4029 1307, 44440943 Em:asiatranslation@gmail.com
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US community lenders see deposit boost amid banking turmoil

Bloomberg
New York

America’s smallest lenders are seeing
an increase in deposits after the failure
of three US banks dented confidence in
the stability of the sector.

The inflows at community banks —
typically tight-knit lenders that serve
local businesses and hold $10bn or less
in deposits — came in recent days as
consumers witnessed the biggest US
bank failure since the financial crisis
with Silicon Valley Bank followed by
turmoil for regional lenders.

Jill Castilla, president of Citizens Bank of
Edmond in Oklahoma, said her firm saw
about a 2% bump in consumer deposits
and business loans in the past three
days. The 120-year-old lender has about
$320mn in deposits and more than 85%
of that is insured.

“We are very disciplined in our

ECB watchdog sees no
Europe contagion after

lending and currently have zero non-
performing loans,” she said.

Leaders at community lenders said in
interviews they’re not tightening their
lending standards — which suggests
that, for now, it’s business as usual for
local lending. Economists are closely
monitoring small and medium-sized
financial institutions for potential
domino effects on confidence,
borrowing and the broader economy.
The roughly 4,750 community banks in
the US make up about 60% of all small
business loans and hold nearly $5tn in
deposits. A deposit flight and tighter
loan controls would cut off a vital
funding source for small businesses,
which employ about half of Americans,
and choke off investment.

The largest lenders — which hold the
majority of US customer deposits —
also saw a boost to cash inflows this
week, including JPMorgan Chase & Co
and Bank of America Corp.

Flagship Bank in Minnesota was bracing
for chaos after SVB collapsed. Chief
Executive Officer Andy Schornack spent
the weekend briefing his managers,
then he hunkered down Monday
morning by the phone, ready to soothe
anxious customers. He got a total of
two calls — and one of them was from
his wife, to discuss their kids’ upcoming
hockey games.

“None of the activity that’s going on is
impacting Main Street or community
banks,” Schornack said by phone from his
office. Schornack, who saw an increase in
deposits, isn't tightening lending standards
as a result of the bank fallout, saying that
he’s “fully open to get additional business.

| hope that we earn more clients that
banked with SVB and others.”

Sentiment, however, could shift

quickly. Swiss bank Credit Suisse

Group AG sparked a global market rout
Wednesday after its largest shareholder
said he wasn’t open to further cash

injections. And on Thursday First
Republic Bank, a San Francisco firm
specialising in private banking and
wealth management, saw its shares
plunge and then recover following
talks of a rescue orchestrated by the
country’s biggest banks.

Anticipating that small and and
medium-sized banks may become more
conservative about lending to preserve
liquidity, Goldman Sachs Group Inc.
estimated that a pullback in lending

at banks with $250bn or less in assets
would shave 1/4 percentage point off
2023 gross domestic product growth.
JPMorgan economists said a slowdown
in credit growth could take up to 1% off
GDP in coming quarters.

The US banking system is well
capitalised in aggregate, but the
question is whether “that means

every single bank is well capitalised

or whether there’s some banks with
particular vulnerabilities or risky levels

of capital, lurking in the shadows,” said
Neil Shearing, group chief economist

at Capital Economics. Community
lenders immediately sought to distance
themselves from SVB, which specialised
in tech startups and had the vast
majority of its US deposits uninsured.
The percentage of insured deposits

is well above 60% for small lenders,
according to Federal Reserve

data compiled by Apollo Global
Management. And community banks
aren’t as reliant on high net worth
individuals and venture capital.

“I'm hearing from a lot of folks who

are actually seeing new deposits roll
into their community banks — it’s

sort of that local, trusted resource,”
said Rebeca Rainey, president of
Independent Community Bankers of
America. “I'm not hearing folks saying
that they’re pulling back on anything.”
Brad Bolton, CEO of Community Spirit
Bank in Alabama, talked with colleagues

at the annual gathering of independent
lenders this week. They reported either
inflows or stable deposits, he said.

“We haven’t seen an inflow but also nho
outflow — and that’s what’s important,”
said Bolton, whose bank has $165mn in
deposits. “It truly has been just a normal
week on Main Street.”

Meanwhile, Moody’s Investors Service
cut its outlook for the US banking
system to negative from stable this
week. “This is a confidence issue. This
is not based on fundamentals,” said
Nathan Stovall, principal bank analyst
for S&P Global Market Intelligence. “I
don’t think you’re going to have people
stop banking because of this.”

The boost at both local and the largest
lenders could be a sign that customers
are diversifying their holdings—
depositing funds across several banks
and taking out future loans from
different institutions to spread risk,
Stovall said.

OECD raises global
growth forecast but
recovery ‘fragile’

AFP
Paris

vulnerabilities.” The monetary
tightening has been linked to
the collapse of Silicon Valley

Bank last week after it booked

US, Swiss bank rescues

Reuters
Frankfurt

uropean Central Bank
E(ECB) supervisors see no

contagion for eurozone
banks from recent sector turmoil,
a source said yesterday, after US
lenders threw First Republic
Bank a $30bn lifeline and tapped
record amounts from the Federal
Reserve.

Large US banks on Thursday
swooped in to rescue the San
Francisco-based lender, which
was caught up in market volatil-
ity triggered by the collapse of
two other mid-size US banks.

The rescue package came
shortly after embattled Credit
Suisse tapped an emergency cen-
tral bank loan of up to $54bn to
shore up its liquidity.

Shares in Switzerland’s sec-
ond-largest bank fell again yes-
terday despite the move, with
First Republic’s shares indicated
12% lower in US pre-market
trading.

The ECB held an ad hoc super-
visory board meeting, its second
this week, to discuss the stresses
and volatility in the banking sec-
tor in an unusual move ahead of a
scheduled one next week.

But the supervisors saw no
contagion to eurozone banks
from the market turmoil, a source
familiar with the meeting’s con-
tent told Reuters, adding they
were told deposits were stable
across the sector and Credit Su-
isse exposure was immaterial.

An ECB spokesperson declined
to comment.

Eurozone banks are still sit-
ting on some 4tn euros ($4.25tn)
worth of excess liquidity, which
they are even keen to hand back

The headquarters of the European Central Bank in Frankfurt. ECB supervisors see no contagion for
eurozone banks from recent sector turmoil after US lenders threw First Republic Bank a $30bn lifeline
and tapped record amounts from the Federal Reserve.

to the ECB now that borrowing
from it has become more expen-
sive, as central bank data showed
yesterday.

A German government
spokesperson said the current
situation with European banks
is not comparable to the 2008
financial crisis, adding during a
regular news briefing that there
is no cause for concern about the
country’s banking sector.

Banking stocks globally have
been battered since Silicon Val-
ley Bank collapsed last week due
to bond-related losses that piled
up when interest rates surged
last year, raising questions about
what else might be lurking in the
wider financial system.

While the two deals and action
by policymakers have helped re-
store some calm, analysts and in-
vestors are still concerned about
the potential for a full-blown
banking crisis.

The scale of stress was un-
derscored by data on Thursday
showing banks in the US sought
record amounts of emergency
liquidity from the Fed in recent
days, driving up the size of the
central bank’s balance sheet after
months of contraction.

The First Republic deal was
put together by power brokers
including US Treasury Secretary
Janet Yellen, Fed Chairman Jer-
ome Powell and JP Morgan CEO
Jamie Dimon, a source familiar

with the situation said. “They
will keep the money in First Re-
public to keep it alive for self in-
terest...to stop the run on banks.
Then they will take it away
gradually and the bank will play
out a slow death,” Mathan So-
masundaram, founder at re-
search firm Deep Data Analytics
in Sydney, said yesterday. Some
of the biggest US banking names
including JP Morgan Chase & Co,
Citigroup Inc, Bank of America
Corp, Wells Fargo & Co, Goldman
Sachs and Morgan Stanley were
involved in the rescue, according
to a statement from the banks.
While the support has pre-
vented an imminent collapse,
investors were startled by First

Republic’s late disclosures on its
cash position and just how much
emergency liquidity it needed.

“People are concerned that the
contagion risk is real, and that
rattles confidence,” said Karen
Jorritsma, head of Australian eq-
uities, RBC Capital Markets.

“I don’t think we are in the
crux of a global financial crisis.

Balance sheets are much better
than they were in 2008, banks are
better regulated,” she added.

Credit Suisse became the first
major global bank to take up an
emergency lifeline since the 2008
financial crisis amid doubts over
whether central banks will be
able to sustain aggressive rate
hikes to rein in inflation.

For now, authorities are confi-
dent the banking system is resil-
ient and have tried to emphasise
that the current turmoil is differ-
ent to the global financial crisis
15 years ago as banks are better
capitalised and funds more easily
available.

The ECB pressed forward with
its 50 basis point rate hike, argu-
ing that eurozone banks were in
good shape and that if anything,
higher rates should bolster their
margins.

Focus now swings to the Fed’s
policy decision next week and
whether it will stick with its ag-
gressive interest rate hikes as
it seeks to get inflation under
control. Japan’s Prime Minis-
ter Fumio Kishida said after a
three-way meeting between the
country’s government, banking
regulator and central bank that
the talks were held as part of ef-
forts to closely watch any impact
on financial system stability.

“Japan’s financial system re-
mains stable as a whole,” Kishida
told a news briefing.

he OECD raised its glo-
I bal economic growth
forecast yesterday as
inflation eases and China
emerges from Covid restric-
tions, but warned of vulner-
abilities as seen in the US bank
sector turmoil.

The Organisation for Eco-
nomic Co-operation and De-
velopment (OECD) said it now
expects the global economy to
grow by 2.6% this year com-
pared to 2.2% in its previous
forecast in November.

But it remains under the
3.2% expansion seen in 2022,
the Paris-based OECD said in
its updated economic outlook
titled “A Fragile Recovery”.

“More positive signs have
now started to appear, with
business and consumer sen-
timent starting to improve,
food and energy prices falling
back, and the full reopening
of China,” the OECD said in
its Interim Economic Outlook
report.

But it warned that “the im-
provement in the outlook is
still fragile.

Risks have become some-
what better balanced, but re-
main tilted to the downside”
It cited uncertainty over the
course of the war in Ukraine,
the risk of renewed pressure
on energy markets and the im-
pact of rising interest rates.

Central banks worldwide
have hiked rates in efforts to
tame decades-high inflation,
but markets fear that the ris-
ing borrowing costs could tip
economies into recession.

“Signs of the impact of
tighter monetary policy have
started to appear in parts of
the banking sector, including
regional banks in the United
States,” the OECD said.

“Higher interest rates could
also have stronger effects on
economic growth than ex-
pected, particularly if they
expose underlying financial

a $1.8bn loss on bonds whose
prices were brought down by
the higher rates.

A second US lender, Signa-
ture Bank, also imploded over
the weekend while a third,
First Republic Bank, was res-
cued Thursday by a coalition
of its peers through $30bn in
deposits.

Fears of contagion spread
to Europe, with Credit Suisse
securing a $54bn lifeline from
the Swiss central bank after its
shares tanked.

The OECD said the sharp
changes in market rates and
value of bond portfolios could
“further expose duration risks
in the business models of fi-
nancial institutions, as high-
lighted by the failure of the US
Silicon Valley Bank in March”
But it said that “prompt ac-
tions” by US authorities to
protect client deposits and
regulation that was imposed
after the 2008 financial crisis
“reduce the risk of broad fi-
nancial contagion from such
events”

The OECD also upgraded its
economic outlook for 2024,
with growth of 2.9% com-
pared to 2.7% in the previous
forecast.

Inflation is expected to
“moderate gradually” this year
and in 2024 after central banks
raised their rates to tame con-
sumer prices that have soared
in the wake of Russia’s inva-
sion of Ukraine.

The OECD trimmed its out -
look for headline inflation by
0.1 percentage points to 5.9%
in 2023, although it hiked its
forecast for core inflation,
which excludes volatile food
and energy prices, to 4.0%.

The OECD said monetary
policy needs to remain re-
strictive until clear infla-
tionary pressures have been
brought down durably as
pressures in energy markets
could reappear.

US year-ahead inflation expectations drop to lowest since 2021

Bloomberg
Washington

S short-term inflation expec-
l | tations fell in early March to

the lowest level in nearly two
years and long-run views also eased,
but consumer sentiment still fell due
to persistently high prices.

Respondents said they expect infla-
tion to rise 3.8% over the next year, the
lowest reading since April 2021, ac-
cording to the University of Michigan’s
preliminary reading. They expect pric-
es to advance 2.8% over the next five to
ten years, the lowest in six months.

The group’s sentiment index de-
clined to 63.4 in early March from 67 in
February, the biggest drop since June,
data released yesterday showed. The
median estimate in a Bloomberg sur-
vey of economists called for the index
to hold steady.

The survey was conducted from
February 22 to March 15, and the report
said about 85% of interviews had been
completed prior to the failure of Sili-
con Valley Bank. However, it’s unclear
to what extent confidence will be hit
when the university’s final reading for
the month is released on March 31.

“Our data indicate little impact of
these developments on consumer at-
titudes;” given the average consumer
typically doesn’t pay close attention to
financial developments that don’t di-
rectly impact them, Joanne Hsu, direc-
tor of the survey, said in a statement.

Of the interviews completed af-
ter March 9 — when many compa-
nies were advised to pull money from
SVB — only “a handful” of consumers
spontaneously mentioned bank fail-
ures, according to the report.

“That said, today’s environment for
news and information dissemination
is very different than other periods of
severe market turbulence prior to the
pandemic, so it remains to be seen if
the salience of financial developments
to consumers will increase going for-
ward,” Hsu said.

“Consumer sentiment pulled back
in early March even before the failure
of Silicon Valley Bank, and we expect
a sharper deterioration ahead on fears
of destabilisation in the banking sec-
tor... Expected tightening of lending
standards by larger banks will further
dampen confidence,’ says Eliza Wing-
er, economist at Bloomberg.

A separate report out yesterday cor-
roborated that prospects for the econ-

Inflation Expectations Fall in Short- and Long-Run

Still-high prices continue to weigh on consumer sentiment

Source: University of Michigan

omy were dimming even before the
banking crisis. The Conference Board’s
index of leading economic indicators
dropped another 0.3% in February,
marking the 11th straight month that
the gauge has fallen.

“The most recent financial turmoil
in the US banking sector is not re-
flected in the LEI data but could have

a negative impact on the outlook if it
persists,” Justyna Zabinska-La Mon-
ica, senior manager of business cycle
indicators at The Conference Board,
said in a statement.

The group “forecasts rising interest
rates paired with declining consumer
spending will most likely push the US
economy into recession in the near

term,” Zabinska-La Monica said. Data
out earlier this week showed US infla-
tion remains elevated and broad based.
A gauge of current personal finances
declined to the lowest in three months,
while the corresponding measure of
expectations fell to a six-month low,
according to the University of Michi-
ganreport.

Buying conditions for large house-
hold purchases also decreased. Across
the economy, measures of current and
expected conditions both fell to three-
month lows.

Meanwhile, output at US factories
increased unexpectedly in February for
a second month, representing a respite
for a manufacturing sector that has
been sluggish amid rising economic
uncertainty.

The 0.1% gain in factory production
last month followed an upwardly re-
vised 1.3% advance in January, accord-
ing to Federal Reserve data released
yesterday. Including mining and utili-
ties, total industrial output was un-
changed in February.

The median forecast in a Bloomberg
survey of economists called for manu-
facturing production to decline 0.3%
and for total output to rise 0.2%.

Consecutive gains in goods produc-

tion suggest firmer economic growth
in the first quarter, helped by improv-
ing supply chains and a rebound in
orders. Nonetheless, the outlook for
factory activity will be tested by ris-
ing borrowing costs, sluggish overseas
economies and elevated inventories.

The figures follow a separate In-
stitute for Supply Management re-
port earlier this month that showed a
gauge of factory activity improved for
the first time in six months despite re-
maining largely depressed.

The Fed data showed capacity uti-
lisation at factories, a measure of po-
tential output being used that can cor-
relate with inflation pressures, eased to
77.6%.

The gain in manufacturing output
last month reflected increases in com-
puters and electronics, chemicals and
wood products. Motor vehicle output
fell for the third time in the last four
months.

By market group, output of con-
sumer goods increased, reflecting a
gain in energy. However, production of
consumer durable goods, such as au-
tos, fell and business equipment out-
put slipped. Utility output rose 0.5%,
while mining fell 0.6%. Oil and gas well
drilling slid 3.1%.
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