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Tech entrepreneur
underlines Qatar’s
potential as R&D
hub and talent pool

By Peter Alagos
Business Reporter

he government’s
focus on edu-
cation and the

drive of Qatar’s young,
ambitious workforce is
an opportunity for the
country to position it-
self as a research and
development (R&D) hub
in the region.

Sachin Dev Duggal,
CEO and co-founder of

Builder.ai, lauded the Sachin Dev Duggal, CEO and co-founder of
world-class institutions Builder.ai, on centre stage during the recently
and visiting profes- held Web Summit Qatar 2024.

sors at Education City, Photo by Stephen McCarthy/Web Summit
which reflects Qatar’s Qatar via Sportsfile.

commitment to creating
aknowledge-based economy.

In an interview with Gulf Times,
Duggal emphasised that these fac-
tors create an ideal environment
for Builder.ai, a London-based
next-gen app development plat-
form, to establish an R&D service
that can contribute to the growth
and development of the local tal-
ent pool.

Following  Builder.ai’s an-
nouncement of a Qatar Invest-
ment Authority-backed Series D
funding of over $250mn, Duggal
shared with this paper that the
firm’s ambitious expansion plans
in the region by establishing an of-
fice in the country.

“We want to also think about
Qatar as an R&D hub. What I re-
ally found very different here
compared to many other countries
that I have visited is the coun-
try’s strong focus on education,”
explained Duggal, adding that
Builder.ai aims to leverage the lo-
caltalent pool and contribute toits
growth, taking advantage of Qa-
tar’s focus on nurturing a world-
class educational ecosystem.

According to Duggal, Qa-
tar can leverage the use of Al to
tackle complex challenges, such
as in healthcare and other sectors
through advanced technologies
like large language models analys-
ing DNA data.

Citing Qatar’s small local popu-

lation and large ambitions, Duggal
pointed out that Qatar can utilise
Altobridge the gaps between sup-
ply and demand, as well as boost
productivity across different sec-
tors. The country’s strong educa-
tional framework combined with
an “outsized ambition” approach
to AI gives Qatar an edge over
other regional AI hubs, reiterated
Duggal, adding that AI is viewed
as pivotal for Qatar’s economic di-
versification and cultivating a new
generation of globally impactful
entrepreneurs.

“Ultimately, AI would allow
Qatar to overcome population
constraints and foster not only
Qatari entrepreneurs but a new
breed of global entrepreneurs op-
erating at a different technological
scale” he noted.

Amid plans to establish an of-
fice here, Duggal emphasised that
Builder.ai could play a crucial in
fostering entrepreneurship and in
facilitating comprehensive dig-
ital transformation across Qatar’s
businesses and other sectors, such
as banking and healthcare, among
others, as well as with small
and medium-sized enterprises
(SMEs). “What’s most impressive
in this country is that there’s a real
drive to build a knowledge econ-
omy, or almost an AI economy,
a non-energy economy,” Duggal
pointed out.
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Qatar’s fiscal breakeven
oil price to fall to $50

by 2027 from $64
this year, says Fitch

By Santhosh V Perumal
Business Reporter

atar’s fiscal breakeven oil

price is expected to de-

cline to $50 a barrel in
202 m $64 this year, with the
first phase of the North Field ex-
pansion to start supporting fiscal
revenue fully from 2026 and the
second phase in 2027, accord-
ing to Fitch, a global credit rating
agency.

“This reflects our expectation
that new spending commitments
will amount to a modest fraction
of the new liquefied natural gas
(LNG) revenue. Qatar’s spending
plans on economic diversification
are more modest than regional
peers,” said Fitch after upgrading
Doha’s long-term foreign-cur-
rency issuer default rating (IDR)
to ‘AA’ from ‘AA-’ with “stable”
outlook.

The upgrade reflects Fitch’s

greater confidence that debt-to-
GDP (gross domestic product)
will remain in line with or below
the ‘AA’ peer median after fall-
ing sharply in recent years, while
Qatar’s external balance sheet will
strengthen from an already strong
level.

Qatar’s ‘AA’ ratings are sup-
ported by large sovereign net
foreign assets (SNFA), one of the
world’s highest ratios of GDP per
capita and a flexible public fi-
nance structure.

The country is also likely to
retain budget surpluses until
the 2030s a result of the North
Field expansion, it said, adding
QatarEnergy plans to expand
LNG production capacity from
77mn tonnes per year (Mtpa) to
110Mtpa by end-2025, 126 Mtpa
by end-2027 and announced a
further expansion to 142Mtpa by
end-2030.

“We assume that QatarEnergy
will cover $12.5bn of core project

costs out of its 2021 bond issu-
ance and a similar amount from
its cash flow, spread until 2028, on
top of contributions by partners,’
the rating agency said.

Highlighting that funding plans
for the 2030 phase will depend on
hydrocarbon prices at that time;
it said North Field projects will
support both hydrocarbon and
non-hydrocarbon growth over
2025-30.

QatarEnergy will also cover
a significant share of the costs
of the ancillary projects associ-
ated with the expansion, includ-
ing downstream plants that will
brings its petrochemical capacity
to over 15Mtpa.

QatarEnergy owns 70% of
the Golden Pass LNG project
(16Mtpa) in Texas, which will
start production in 2024, bringing
new revenue to the budget via the
dividends of hydrocarbons bell-
wether.

Projecting debt/GDP to fall to

about 47% of GDP in 2024 and
45% in 2025, from a peak of 85%
in 2020, the rating agency said
this reflects our expectation that
the government will continue to
repay maturing external debt in
2024 ($4.8bn) but is likely to re-
finance its $2bn 2025 maturity in
2024, and will gradually pay down
some of its domestic debt.

“The subsequent debt path will
depend on how the government
chooses to deploy its fiscal sur-
pluses,” Fitch said.

The persistence of a high glo-
bal bond yield environment could
encourage Qatar to continue to
allocate a share of its surpluses
to deleveraging beyond 2025, al-
though baseline assumes that ex-
ternal debt is rolled over, it said.

“Our debt metrics include
government overdrafts with
local banks (QR48bn at end-
2023), which the government
does not include in its headline
figure,” it said.
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Domestic funds’ selling pressure drags QSE index 45 points

By Santhosh V Perumal
Business Reporter

Amidst uncertainties surrounding the US
Federal Reserve’s stand on interest rate and
its final status quo, the Qatar Stock Exchange
languished in the negative trajectory with its
key index losing as much as 45 points.

The domestic institutions were seen in-
creasingly into profit booking as the 20-stock
Qatar Index fell 0.44% this week which saw
the Qatar Central Bank keep the rates un-
changed, following the US Fed policy.

The consumer goods, telecom and banking
counters witnessed higher than average
selling pressure in the main bourse this week
which saw Al Mahhar Holding Company
uniquely positioned to drive sustained growth
in the energy industry as it plans to expand
into future energy segments to solidify its
footprint in Qatar’s hydrocarbon downstream
industry.

The Gulf institutions were increasingly
bearish in the main market this week which

saw Standard and Poor’s view that Ooredoo is
aiming at enhancing its techco services and
has already expanded the non-telecom busi-
nesses over the past few years.

The Arab funds were seen net profit tak-
ers in the main bourse this week which saw
Mazaya Qatar contemplate new projects this
year as part of efforts to strengthen its real
estate portfolio and enhance revenues.

The foreign institutions’ substantially weak-
ened net buying had its influence in the main
market this week which saw Qatar’s inflation,
based on consumer price index (CPI), rise
2.7% year-on-year in February 2024, on higher
average expenses for recreation, food, com-
munication and education.

However, the local retail investors turned
bullish in the main bourse this week which
saw a total of 0.05mn Masraf Al Rayan-
sponsored exchange-traded fund QATR worth
QRO.12mn trade across 20 deals.

The foreign retail investors also turned net
buyers in the main market this week which
saw as many as 0.02mn Doha Bank-spon-
sored exchange-traded fund QETF valued at

QRO.2mn change hands across 23 transac-
tions. The Islamic index was seen declining
faster than the other indices in the main
market this week which saw the industrials
and banks together constitute more than 55%
of the total trade volumes.

Market capitalisation melted QR1.2bn or
0.2% to QR589bn on the back of microcap
segments this week, which saw no trading of
sovereign bonds and treasury bills.

Trade volumes and turnover were on the
increase in the main bourse market this week
which saw higher hydrocarbons’ extraction
and a robust increase in the production of
especially cement push Qatar’s industrial
production index up 5.5% year-on-year in
January 2024.

The Total Return Index shed 0.22%, the All
Share Index by 0.13% and the All Islamic Index
by 0.41% this week. The consumer goods and
services sector index tanked 1.04%, telecom

(0.85%), banks and financial services (0.56%)
and insurance (0.38%); while industrials
gained 1.16%, real estate (0.28%) and trans-
port (0.26%) this week.

Major losers in the main market included
Doha Bank, Qatar General Insurance and Rein-
surance, QLM, Baladna, Mazaya Qatar, Masraf
Al Rayan, Alijarah Holding, Medicare Group,
Woqod, Al Faleh Educational Holding, Beema,
Ezdan, Ooredoo and Nakilat this week.

Nevertheless, Meeza, Zad Holding, Gulf
Warehousing Ahlibank Qatar, Lesha Bank,
Qatar Industrial Manufacturing, Inma Holding,
Mannai Corporation, Al Meera, Qatar National
Cement, Industries Qatar, Estithmar Holding
and Milaha were among the gainers in the
main bourse. In the venture market, Al Mah-
har Holding saw its shares appreciate in value
this week.

The domestic funds’ net selling increased
drastically to QR77.06mn compared to
QR27.01mn the week ended March 14.

The Gulf institutions’ net profit booking
grew substantially to QR24.22mn against
QR3.69mn the previous week. The Arab

institutions were seen net sellers to the tune
of QRO.1Tmn compared with no major net
exposure a week ago.

The foreign institutions’ net buying
weakened substantially to QR53.71mn against
QR166.22mn the week ended March 14.

However, Qatari individuals turned net
buyers to the extent of QR37.42mn compared
with net sellers of QR119.91mn the previous
week. The foreign retail investors were net
buyers to the tune of QR6.74mn against net
sellers of QR5.22mn a week ago.

The Gulf individuals turned net buyers to
the extent of QR2.72mn compared with net
sellers of QR2.41mn the week ended March 7.

The Arab individual investors were net buy-
ers to the tune of QRO.78mn against net profit
takers of QR8mn the previous week.

The main market witnessed a 23% decline
in trade volumes to 687.5mn shares, 29%
in value to QR1.99bn and 12% in deals to
67127 this week. In the venture market, trade
volumes plummeted 87% to 0.26mn equities,
value by 87% to QRO.4mn and transactions by
72% to 554.
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Reddit’s market debut
delivers for new and
old shareholders alike

Bloomberg
San Francisco

eddit Inc’s first-day jump
Rfattened the wallets of the

social media platform’s us-
ers who were given the unusual
opportunity to buy shares at the
initial public offering price as well
as longtime investors benefiting
from the rebound in the compa-
ny’s valuation.

Touting its plan to profit from
the growth of artificial intelli-
gence, Reddit’s shares climbed
48% in its trading debut on Thurs-
day after pricing at the top of a
marketed range to raise $748mn in
the fourth-largest US IPO of the
year. The stock was lower by as
much as 5% in premarket trading
yesterday.

At the closing price of $50.44,
San Francisco-based Reddit has
a market value of $8bn. Including
stock options and restricted share
units, the company’s fully diluted
valuation is closer to $9.5bn, based
on filings with the US Securities
and Exchange Commission. That’s
about $3bn more than its valua-
tion in Tuesday’s share sale and
just shy of the $10bn figure it had
achieved in a 2021 funding round.

The strong showing by Red-
dit, along with AI-focused semi-
conductor connectivity company
Astera Labs Inc whose shares have
gained 78% since its IPO on Tues-
day, provides a promising market
check for other IPO candidates
such as Microsoft Corp.-backed
data security startup Rubrik Inc
and health-care payments com-
pany Waystar Technologies Inc.

“What we're seeing today is
Reddit reaping the benefits of be-
ing a first mover after a lengthy
IPO drought,” said Saar Gur, a
general partner at venture firm
CRV, which isn’t an investor in
Reddit.

“There’s value, regardless of
how rock solid a company is, of
being the first company out be-
cause you're going to get a lot of
attention and chatter about the
market as a whole.”

The returns realised by Reddit’s
stockholders will be a focal point
for those deciding whether to pur-
sue IPOs of their own.

Almost a third of the 22mn
shares sold in the IPO were owned
by Reddit’s executives and em-
ployees, who got a $228mn pay-
day at the $34 IPO price. Chief
Executive Officer Steve Huffman
was set to sell 500,000 shares in
the IPO while Chief Operating Of-
ficer Jennifer Wong planned to sell
514,000, according to the filings.

Tech firms are buying back their

Traders work during the Reddit initial public offering on the floor of the New York Stock Exchange on Thursday.
Reddit’s first-day jump fattened the wallets of the social media platform’s users who were given the unusual
opportunity to buy shares at the initial public offering price as well as longtime investors benefiting from the

rebound in the company’s valuation.

With Thursday’s gains, Huffman
and Wong’s remaining personal
stakes in the company surged to
$210mn and $81mn, respectively.

Reddit’s most loyal users were
able to buy 8% of the shares at the
IPO price, an opportunity typi-
cally reserved for institutional in-
vestors, and saw a total return in
the aggregate of about $29mn by
day’s end.

The biggest winner was the Ne-
whouse family, whose Advance
Magazine Publishers Inc will con-
tinue to own about a quarter of
Reddit. The family’s $10mn initial
investment in the nascent social-
media company in 2006 is now
worth more than $2.1bn.

If Thursday’s gains hold, the
big winners will include venture
capital firms and other high-
profile investors that took stakes
before the company’s valuation
first surged. Even investments in
two high-priced financing rounds
in 2021 — before the company’s
value plunged — have now largely
recovered from that dip.

At the $34 IPO price, investors
such as affiliates of Tencent Hold-
ings Ltd, Fidelity and OpenAI’s
Sam Altman among others, as well
as Advance Magazine Publishers,
stood to lose about $286mn on
those particular portions of their
holdings, which were bought for
$42.47 and $61.79 a share. Thurs-
day’s gains cut the combined loss
for those two rounds to $42mn, a
shortfall likely offset by returns
from earlier investments in Red-

busted convertible bonds

Bloomberg
New York

due this year, down from $46bn a year
ago, according to Bloomberg data that

dit at bargain prices. Other major
Reddit investors include Vy Capi-
tal and Quiet Capital and Tacit
Capital, according to the filings.

Reddit’s more than two-year
slog to listing reflects the ups and
downs of the market, beginning
with its initial confidential filing in
2021, when IPOs on US exchanges
set an all-time record of $339bn,
according to data compiled by
Bloomberg. IPOs in the US have
tumbled since then, reaching only
$26bn last year, the data show.
Reddit’s listing pushes the total
raised by IPOs via US exchanges
this year to about $8.8bn. That’s
an increase of around 152% at this
point in 2023.

One benefit of Reddit’s slow
route to the public market is that
enthusiasm for the AI revolution
has continued to mount. The po-
tential of AI was at the centre of
Reddit’s proposed value proposi-
tion to investors, as companies eye
the record-setting rallies in stocks
like chipmaker Nvidia Corp.

“Large language models need
data,” Wong told Bloomberg TV.
She described the company’s 19
years’ worth of “human experi-
ence organised by topic, with
moderation and relevance — that
is incredibly important to build-
ing both a chat capability and the
freshness of information. That is
an area where we see opportunity.”

While numerous comments
on Reddit boards, known as sub-
reddits, before the IPO featured
sometimes profane comments

about shorting its stock, some
users posting Thursday acknowl-
edged the value of Reddit for
training AT models.

Mandeep Singh, senior indus-
try analyst for Bloomberg Intel-
ligence, argued even before the
pricing that the company could
be worth as much as $10bn. Red-
dit’s $34 IPO price translated to a
enterprise value-to-sales multi-
ple between Meta Platforms Inc’s
eight-times multiple, and the
four-times multiple of digital ad
peers like Snap Inc and Pinterest
Inc, Singh told Bloomberg Radio
on Thursday.

“You pay for growth, and for
Reddit, which accelerated growth
in the past six months, it just
makes a strong case that it should
be at a premium multiple,” Singh
said.

Reddit said it’s in the early
stages of allowing third parties to
license access to data on the plat-
form, including to train artificial
intelligence models.

The company said that in Janu-
ary it entered into data licensing
arrangements with an aggregate
contract value of $203mn and
terms ranging from two to three
years. It expects a minimum of
$66.4mn of revenue from those
agreements this year, according to
the filings.

Reddit also has announced a
deal with Alphabet Inc’s Goog-
le, allowing Google’s Al prod-
ucts to use Reddit data to im-
prove their technology.

Micron sees biggest
rally since 2011 after
Alboosts outlook

Bloomberg
New York

Micron Technology Inc, the
largest US maker of computer
memory chips, posted its
biggest gain in more than 12
years after giving a surprisingly
strong sales forecast, buoyed by
demand for artificial intelligence
hardware.

Fiscal third-quarter revenue

will be $6.4bn to $6.8bn, the
company said in a statement on
Wednesday. That compares with
an average analyst estimate

of $5.99bn. Micron will have
earnings of about 45 cents a
share, minus certain items.
Analysts projected 24 cents.
Micron and its rivals are
emerging from one of the

worst slumps the memory chip
industry has suffered, triggered
by weak demand for personal
computers and smartphones.
But executives are optimistic
about the future as the booming
market for Al gear helps
chipmakers return to growth
and profitability.

“We believe Micron is one of

the biggest beneficiaries in the
semiconductor industry of the
multiyear opportunity enabled
by Al,” Chief Executive Officer
Sanjay Mehrotra said in the
statement.

The shares rose 14% to $109.85
on Thursday, marking the
biggest single-day jump since
December 22, 2011, and a record
high. The rally brought Micron’s
year-to-date gain to 29%.
Mehrotra has promised
investors that 2024 will mark

a rebound for the industry and
2025 will see record sales levels.
But Micron will need to make
enough ultrafast memory, which
works with Nvidia Corp chips

to help data centre operators
develop Al software. Al-related
systems use something called
high-bandwidth memory, or
HBM. That type of chip is new
and less of a commodity. That
means companies like Micron
can charge a much higher price
for it.

Micron got its first revenue from
a form of this memory known
as HBM3E in its most recent
quarter. The semiconductors
are part of Nvidia graphics
chip-based Al accelerators,
Micron said. And Micron expects
“several hundred million” dollars
of revenue from HBM products
in fiscal 2024. The majority of its
production of such chips is sold
out for 2025, it said.

Al software is created by
bombarding software with
information. The process can
involve trillions of parameters
and is highly reliant on memory.
In order to avoid bottlenecks
and keep expensive processors
working flat-out, Micron and its
competitors have developed

chips that communicate with
other components much faster
than traditional memory chips.
Nvidia CEO Jensen Huang said
earlier this week that HBM

was more than just a memory
upgrade — it’s a technical marvel
that’s vital to Al systems. He
mentioned Micron as a leader in
bringing the new technology to
market. In the second quarter,
which ended February 29,
Micron’s revenue rose 58% to
$5.82bn. The Boise, Idaho-based
company had earnings of 42
cents a share, excluding certain
items. That compares with
estimated sales of $5.35bn and
a projected loss of 24 cents a
share.

“Micron has returned to
profitability and delivered
positive operating margin a
quarter ahead of expectation,”
Mehrotra said on a conference
call with analysts.

Micron competes with South
Korea’s Samsung Electronics

Co and SK Hynix Inc in selling
chips that provide short-term
memory in computers and
phones. Micron also makes flash
memory, which provides longer-
term storage in those devices.
Both types of memory follow
industry standards, meaning
that parts from different
companies are interchangeable
and can be traded like
commodities. The downside is
that prices can be volatile, and
customers can switch from one
supplier to another.
Memory-chipmakers have been
trying to push into new markets,
such as data centres, cars and
an increasing array of gadgets
— making them less dependent
on phones and PCs. But they
haven’t become diversified
enough to offset the swings

in demand within their core
markets, as they experienced

in 2023.

Micron is looking to makers

of personal computers and
smartphones to return to steady
ordering. Many of them had
scaled back demand to draw
down the inventory they had

on hand. Weak ordering from
those customers pushed chip
prices down below the cost of
production last year.

The US Department of
Commerce announced it will
award Intel Corp $8.5bn in
grants and as much as $11bn in
loans to help fund an expansion
of its semiconductor factories in
the US. The announcement was
the biggest disbursement so far
from the Biden administration’s
Chips and Science Act. No other
big chipmakers have so far been
publicly promised support.
Micron said it’s maintaining

its budget for new plants and
equipment for fiscal 2024 at
$7.5bn to $8bn. It will proceed
with projects in China, Japan
and India.

Pound’s worst week of the year

Booming credit markets are giving tech
companies a golden opportunity to tackle
the hefty debt pile they took on during
the easy money era.

Coinbase Global Inc, Ubisoft
Entertainment SA and Snap Inc are
among companies that have been able to
easily sell new convertible bonds and buy
back their old busted notes at a discount.
It’s a relief for the firms, which were
facing short deadlines to repay the debt,
as they are effectively repaying less than
they borrowed in the first place.

Back when interest rates were low, it

was popular for fast-growing companies
to sell zero coupon convertibles that
paid no interest and gave investors an
opportunity to hitch a ride on rocketing
stock prices. But once rates started to
rise, many of those bonds went bust,
meaning they were unlikely to convert
because of the wide gulf between the
share price and the conversion price.
Many of the old convertible notes had
fallen into distressed territory of below
80 cents on the dollar in the last two
years. But now with risk appetite running
high and tech shares soaring to frothy
heights as the Nasdaq 100 Index scales
record levels, investors have been eager
to take a chance on convertibles and
provide companies with fresh financing.
“They are addressing their maturity
earlier than normal to extend it,” said
Nicolas Cremieux, head of convertible
bonds at Mirabaud Asset Management.
“This makes a lot of sense.”

For the companies, it gives them more
breathing space, even if they’re having
to pay a higher interest rate. Globally,
there’s about $27.5bn in convertible debt

excludes financials. The maturity wall for
2025 is also falling. There’s about $67bn
due next year, down from $87bn.

New convertible bonds are also attractive
for investors because they have lower
conversion prices, meaning there’s a
bigger chance investors can cash in the
shares, Mirabaud’s Cremieux added.
Coinbase, for example, sold $1.1bn of
convertibles last week and intends to

use the proceeds to buy back some
outstanding notes due 2026, 2028 and
2031, many of which trade at a discount.
Last year Ubisoft sold €494.5mn
($535mn) of convertibles at a coupon

of 2.875%. The maker of the popular
Assassin’s Creed game franchise used
some of the funds to repurchase €250mn
of its zero coupon convertible bonds
maturing in September 2024.

To be sure, it could become more difficult
for others to issue new convertibles if the
stock market starts to tumble. And not

all companies have been able to easily
refinance.

Delivery Hero SE had to go down the
more expensive route of issuing a new
term loan to fund its repurchase of
convertible bonds. The yield is indicated
at over 10%, considerably higher than the
coupons on most recent convertibles.
The German food delivery service shot
to prominence during the pandemic,

but has since seen its shares slump

more than 80% from a 2021 peak. A
spokesperson for Delivery Hero declined
to comment.

“It depends on the idiosyncrasies of each
individual company, but overall bank
loans are not that cheap and relatively
constraining,” said Alexandre Fade, a
convertible bond portfolio manager at
Fisch Asset Management.

is upending a $5.5bn trade

Options Point To More Pound Downside

Bloomberg

London
sharp slump in the pound is im-
perilling more than $5.5bn of bets
on further strength.

The currency is on track for its biggest
weekly drop of the year after the Bank of
England laid the groundwork for a shift
to interest-rate cuts, torpedoing a view
among traders that the UK central bank
would take longer than its peers in Europe
and the US to act.

It’s arapid about -face for markets. With
the pound outperforming more than 90%
of global currencies just two weeks ago,
speculative investors — a category that
includes hedge funds and asset managers
— boosted bets in favour of sterling to the
highest since July 2007. But those $5.5bn
wagers now look overdone, and market
participants warn a rapid unwind could
prompt a deeper selloff in the pound.

“The risks of a prolongation of the
short squeeze look high,” said Roberto
Cobo Garcia, head of G-10 FX strategy
at Banco Bilbao Vizcaya Argentaria SA
in Madrid. “With the BoE poised to cut
sooner than expected, and with stretched
positioning and valuations, the trend may
have started to revert.”

The pound’s drop also boosted demand
for options that payout if the currency
falls. So-called risk reversals — a barom-
eter of market positioning that compares
the demand to buy a currency versus the
appetite to sell — now show the most bear-
ish sentiment for sterling since November.

It all comes as traders increased bets
the BoE will deliver its first quarter-point
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cut in June, as two of the most hawkish
members dropped their calls for hikes on
Thursday’s decision that left rates steady
at 5.25%. That means the UK would move
in lockstep with the Federal Reserve and
the European Central Bank, which are
also seen cutting for the first time on that
month.

Earlier this year, expectations were eu-
ro-area and US policymakers would act
sooner and deliver more cuts. Now, the
amount of easing priced in for the BoE —
about 80 basis points — is widely in line
with what’s seen coming from the Fed.
Bets are slightly more aggressive for the
ECB, at around 90 basis points.

“This is a clear shift in tone, and it will
make people more cautious about the
UK rate outlook being that different than
other central banks,;” said Dominic Bun-
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Bloomberg @

ning, head of European FX research at
HSBC Bank Plc. “It takes juice out of the
pound.”

Bunning expects the pound to fall to
$1.20 in the second half of the year, when
the BoE starts to cut rates. On Friday, it
traded at $1.26, down 1.2% this week.

Neil Mehta, a portfolio manager at RBC
Bluebay Asset Management, lists other
risks to the pound this year, including the
prospect of a change in the UK govern-
ment following a vote expected later in
the year.

“The combination of political uncer-
tainty in the UK and the risk of a stag-
flationary environment in the second
half this year will be negative for the
pound,” said Mehta, adding that he ex-
pects sterling to fall toward $1.15 in the
second half of the year.
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hailand’s central bank will

I weigh the need to adjust its

neutral interest-rate stance

at next month’s meeting, according

to Assistant Governor Piti Disyatat,

amid rising bets that policymakers
are edging closer to arate cut.

“It’s hard to prejudge the deci-
sion right now, but whatever is be-
ing considered is more like a recali-
bration rather than an easing cycle
to support the economy because
the economy is actually recover-
ing,” Piti said in an interview with
Bloomberg Television’s Haslinda
Amin yesterday.

The central banker made the re-
marks three weeks from the April 10
rate meeting against the backdrop
of rising expectations that Bank of
Thailand will deliver its first inter-
est-rate cut in four years, as early as
next month.

Prime Minister Srettha Thavisin
had been pressuring the BoT to cut
borrowing costs that are at a decade-
high to support an economy that he
had said was in a crisis.

Economists including those from
Standard Chartered Plc and Siam
Commercial Bank Pcl are pencilling
in a rate cut in April while 10-year
bond yields are also pricing in Thai-
land’s pivot to monetary easing af-
ter a one-year tightening campaign
torein in inflation. The central bank
has so far resisted repeated calls to
loosen policy settings.

Piti thinks the market is still
“split” on the rate path, highlight-
ing BoT’s economic assessment
that “the softness has passed and

s

| stance in April
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A motorist rides past the Bank of Thailand complex in Bangkok. Thailnd’s central bank will weigh the need to
adjust its neutral interest-rate stance at next month’s meeting, according to Assistant Governor Piti Disyatat, amid
rising bets that policymakers are edging closer to a rate cut.

in the near term, there is actually a
cyclical pickup in growth” The key
growth risk that the central bank
was watching out for was the im-
pact of delayed budget spending, he
said. “So the first question is to de-
cide whether there is actually a need
to recalibrate neutral,” stance, Piti
said. “And if there is one, then the
timing is the second issue; whether
what would be the appropriate tim-
ing of the recalibration.”

The latest remarks by Piti elic-
ited varying interpretations from
economists, with Australia & New
Zealand Banking Group Ltd’s Krys-
tal Tan describing it as “quite bal-
anced” while Kasikorn Research
Center’s Burin Adulwattana read

the signal as still hawkish. Stan-
Chart’s Tim Leelahaphan saw it
as an indication of an approaching
shift to easing.

“The central bank signalled that
there is a scope to cut the policy rate
if the economic performance comes
in softer than expected,’ Burin said,
referring to Piti’s remarks on Friday.
“We can’t feel the sense of urgency
from the comments. So, we expect
the first cut to take place in June
rather than in April”

Consumer prices printing nega-
tive since October was cited by Sret -
tha as evidence of waning demand
in the economy. While the BoT had
explained the spell of disinflation
as an effect of government subsi-

dies, other indicators also pointed
to sluggish demand. Factory out-
put has shrunk for more than a year,
while business sentiment has de-
teriorated for five straight months
since October.

Thailand’s automobile sales
slumped to a 29-month low in Jan-
uary, as banks rejected about 50%
of total auto loan requests amid
alarming household debt levels.
That’s contributed to Thailand’s
GDP expansion remaining the slow-
est among Southeast Asian peers.

“I would think it is reasonable to
assume the readiness to cut rates,
especially as the BoT has main-
tained that the current rate is at a
neutral level,” said StanChart’s Tim.
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Asia markets struggle
as US data dents Fed
rate cut optimism

AFP
Hong Kong

sian markets mostly
Afell yesterday after

data pointing to a still-
strong US economy raised
fresh concerns about inflation
and dampened optimism that
the Federal Reserve will slash
interest rates as much as it ex-
pected this year.

In Tokyo, the Nikkei 225
closed up 0.2% to 40,888.43
points; Hong Kong — Hang
Seng Index ended down
2.2% to 16,499.47 points and
Shanghai — Composite closed
down 1.0% to 3,048.03 points
yesterday.

Equities across the world
had surged on Thursday in
response to the central bank’s
closely watched dot plot pro-
jection that it would lower
borrowing costs three times
this year, even after figures
showed prices ticking up in
January and February.

News that the central banks
of Switzerland and Mexico
had started cutting added to
the sense that decision-mak-
ers were gearing up to reverse
their tightening measures.

All three main US indexes
clocked up record highs for
a second straight day on the
back of a tech rally as traders
contemplated an end to the era
of two-decade-high rates.

However, Asia struggled to
maintain the momentum after
a string of data reminded in-
vestors that the world’s larg-
est economy was still in rude
health, resilient to the tighter
credit environment.

Sales of existing homes in
the US climbed the most in
a year last month, industry
figures showed, as buyers got
used to elevated borrowing
costs, while initial applica-

tions for jobless benefits were
stuck near historic lows, rein-
forcing the view that the la-
bour market was still tight.

The purchasing managers
index of manufacturing activ-
ity has also picked up quicker
than expected.

“This could potentially lead
the Fed to implement interest
rate cuts slower than the mar-
ket anticipates,” warned SPI
Asset Management’s Stephen
Innes. Rodrigo Catril at Na-
tional Australia Bank said “the
composite measure of prices
derived by manufacturers and
service providers rose to an
almost one-year high on the
back of continued wage growth
and higher fuel costs, suggest -
ing stubborn inflation”.

Most markets were in the
red in Asia.

Hong Kong lost more than
2% — having shed more than
three at one point — as tech
firms tanked after a US official
said chip maker Semiconduc-
tor Manufacturing Inter-
national Corp “potentially”
broke US law by producing a
processor for sanctioned tel-
ecom giant Huawei.

Shanghai, Sydney, Singa-
pore, Seoul, Bangkok, Manila
and Jakarta were also down.

However, Tokyo, Taipei,
Mumbai and Wellington rose.

The yen strengthened
slightly after the release of
figures showing a 2.8% jump
in Japanese inflation, which
sparked debate about whether
the country’s central bank will
follow up this week’s interest
rate hike — the first in 17 years
— with further raises.

The currency took a hit
Tuesday following a warning
from Bank of Japan boss Kazuo
Ueda that officials would take
their time after shifting from
their long-running policy of
negative rates.

BoJ hike casts attention on Japanese foreign bond holdings

Reuters
Amsterdam

Japanese investors are finally being paid
to park their cash back home, a move that
might be expected to spook eurozone
markets where they’re a big force but
could ironically prop up demand instead as
ECB rate cuts loom.

Stuck with negative rates for two decades,
Japanese investors have ploughed into
bond markets globally. They are the
biggest foreign holders of US Treasuries.
They also have a sizeable presence in the
euro zone, where they hold around 1% of
the overall bond markets in countries like
France, Belgium and the Netherlands, BofA
estimated last year.

With French governments bonds a top
pick, their share of that market is likely
higher.

So, a Bank of Japan decision to hike rates
for the first time in 17 years is, on the
surface, bearish for European bonds given

the bloc’s funding needs are high and the
European Central Bank is cutting its bond
holdings. But hold on.

The good news, analysts say, is the worst
was likely over before the BoJ even
considered raising rates.

Since April 2022, Japanese investors have
shed half the French, German, Italian and
Dutch bonds they accumulated since
2005, BofA estimates.

“People are concerned about what
damage there might be to global bonds
from Japanese investors. A lot of that’s
already occurred,” said Andre Severino,
head of global fixed income at Japan’s
Nikko Asset Management, which manages
$228bn.

In 2022, hedging costs for Japanese
investors buying foreign bonds surged as
the BoJ held rates below 0% while others
hiked, meaning it became much more
expensive to buy overseas bonds on a
hedged basis.

Investors, such as Japanese life insurers,
make derivatives agreements to protect a

substantial share of their investments from
currency swings when they buy foreign
bonds.

The cost of such hedging is driven by the
gap between the BoJ and other central
bank policy rates. This should become
slightly more palatable as the BoJ hikes,
while the ECB is seen cutting rates from
June and possibly more than the US
Federal Reserve given a weaker economy,
analysts said.

The ECB’s key rate is 4%, versus 0-0.1%

in Japan. Markets see the ECB cutting
rates to around 3% by year-end, and the
BoJ hiking to 0.25%. To make French
bonds competitive relative to Japanese
government bonds at current yields,

the hedging cost — around 4% — would
need to decline by 220 basis points, Citi
estimates.

It expects that could happen over the next
two years, though a fall in French yields
relative to Japanese bond yields would
dampen the impact.

Overall, Nikko’s Severino said he expects

stable to positive Japanese flows into
foreign bonds, including the eurozone,
going forward.

Following 2022’s exodus, flows in and
out of eurozone government bonds last
year were marginal, Nordea data shows,
while Japanese investors bought 122bn
euros worth of US Treasuries even as rates
differentials widened — suggesting many
purchases were unhedged.

Treasuries should remain the top-pick
for unhedged investors given higher
yields and a deeper market, Citi reckons,
yet French bond appeal should grow
relative to Treasuries as eurozone and US
economies diverge.

Mizuho multi-asset strategist Evelyne
Gomez-Liechti said the bank’s Japanese
clients were not confident last year that
the ECB could contain inflation, but now
markets expect the ECB to be one of the
first banks to ease.

“So, that’s probably going to be another
green flag for Japanese investors to
consider (European government bonds),”

she said. Some inflows could come from
pension funds — often unhedged investors
— who might rebalance their investments
as US equities hit record highs, Gomez-
Liechti added. She also expects further
demand from banks, who shift their
investments opportunistically with market
moves.

The question is how much longer-dated
Japanese government bond (JGB) yields
rise.

Nomura chief rates strategist Naka
Matsuzawa said once the 30-year JGB
yield rises towards 2%, a level he expects
to be hit later this year, more selling would
follow. It is currently at 1.8%.

“Once the 30-year JGB yield gets back to
that level, the lifers no longer really have
to keep money in the other markets,” he
said, referring to life insurers’ asset-liability
calculations.

Matsuzawa thinks only half the repatriation
has taken place so far, but expects further
outflows to be gradual. Still, he senses
concern in some European quarters.

AT YOUR € SERVICE

CAR HIRE

DEBT COLLECTION

PEST CONTROL & CLEANING

Q MASTER W.L.L. 15/26/30/65 Seater Buses with / W-out Driver
Contact # 55853618, 55861541 (24 Hours) F: 44425610 Em: gataroffice@yahoo.com

THOUSANDS TRANSPORT 0/67 Seated A/C non AC Buses w/ w-out driver
T: 4418 0042...F: 4418 0042...M: 5587 5266...Em: sales@thousandstransport.com

TRAVELLER TRANSPORT - 13/22/26/3/66 Seater Bus With & Withot Driver
Tel: 44513283 Mob: 30777432 / 55899097. Email: info@travellertransport.com

HIPOWER TRANSPORT: 13/22/26/66 Seter Buss & Pickups with & witoutdrive.
Tel: 4468 1056, Mob: 5581 1381, 7049 5406, ...... Em: hipower@safarigroup.net

BUSINESS SOLUTION

QATAR ASPECT WLL Business Setup, Local Spansor, CR License, PRO Service

THOUSANDS RENT A CAR

AL MUFTAH RENT-A-CAR Main office D-Ring Rd. T: 4463 4444, 4401 0700
Airort 463 4433, Al hor 411 3344 Leasing 35891334 Em: reservations@rentacardoha com.wwwrentacardoha 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 Nasr Holding Co. Building, Bldg. 84, St. 820, Zone 40
T: 4466 7744 F: 4465 7626 Airport T: 4010 8387 Em:avis@qatar.net.ga, www.avisgatar.com

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

AUTORENT CAR RENTAL & LEASING (Bahwan Int'l Group)
Tel: 4442 0577, 4403 9600, Mob: 5993 3368, email: reni@autorent-me.com

alt )

DEBT GUARD SERVICES - Debt collections - Corporate & commercial
M. 7038 6638, 6601 8314, www.dgsga.com, Em: info@dgsqa.com

AL-GHAZAL TRADING GENERATOR Big fleet of Generators with
different capacities. T: 3088 8718, 5573 5974, E. mahgoub@alghazalgenerators.com

QATAR ISLAMIC INSURANCE GROUP (QIIG) For all types of

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

GENERATOR HIRE

INSURANCE

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

DOHA PEST CONTROL & CLEANING CO. W.LL.
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

AL MUFTAH GENERAL SERVICES www.rentacardoha.com
T 4463 4444/ 4401 0700....M: 5554 2067, 5582 3100... Em:reservations@rentacardoha.com

REAL ESTATE

[0 —— TT7912119 e Em: info@qataraspect.com

CARGO SERVICES

o/t j SURVEYS & THIRD PARTY INSPECTION
/ i ]
INSIGHT MARINE SURVEY AND SERVICES............ T 44171991,

M: 5086 9900/ 5529 6600, E: contact@imssme.com. website: www.imssme.com

IS0 / HACCP CONSULTANTS

CARPENTRY & FABRICATION

PREMIER ENGINEERING & TRADING CO. W.L.L, Veneer pressing, cutting,
plaining, etc... Doors, Funiture, Cubicles.... M: 3338 8017, E: premiergatar@gmail.com

QATAR DESIGN CONSORTIUM - 150 %001, 1400t, 45001, 35001, 27001, 22301, 4101, et
AMBASSADOR CARGO D2D worldwide, Intl frieght, packing, relocation T 4419 1777 F: 4443 3873 M: 5540 6516 ................Em: jenson@qdcqatar.net
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 6549, 4487 8448..M: 3318 8200, 3311 2400.Em: sales@goodwillcargogatar.com

4 TRANSLATION SERVICES

CLEANING

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

Updated on 15t & 16! of Every Month

ATYOUR SERVICE

DAILY FOR THREE MONTHS

ASIA TRANSLATION SERVICES www.asiatranslationcenter.com
Sofitel Complex, 1st Floor...T: 44364535, 4029 1307, 44440943 Em:asiatranslation@gmail.com

TUWA TRANSLATION SERVICES Legal Translation, PRO Service, CR,

Business Setup, License Service... M: 3378 1343, Em: tuwatranslations@gmail.com
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Iberdrola Innovation Middle East has
made a significant appearance at
the 2024 |IEEE International Energy
Conference (ENERGYCON), hosted
by Qatar University this month.

In alignment with its mission to
create a global impact through local
innovations, the innovation centre
revealed two digital products, de-
veloped collaboratively by its global
and Qatar-based teams.

The products emphasised energy
efficiency, with one focusing on ho-
listic home energy management and
the other optimising the life cycle of
solar plants and wind turbines.

Santiago Bafales, managing
director of Iberdrola Innovation
Middle East, emphasised the pivotal
role of digital technologies, such
as Artificial Intelligence, Machine
Learning, Cloud, and Edge comput-
ing in the current energy transition.
He said these innovations act as
catalysts, empowering energy indus-
try leaders to enhance the efficiency
of generation and electrical network
assets.

Banales said, “Our commitment
at Iberdrola Innovation Middle
East is not just to lead in these
technological advancements but to

Iberdrola Innovation Middle East
unveils 2 cutting-edge products
at Qatar University panel

Santiag Bafales, managing
director of Iberdrola Innovation
Middle East.

provide tools that empower the final
customer, enabling them to actively
participate in shaping the future of
the energy transition.”

Professor Ridha Hamila, general
chair, Qatar University, said: “Qatar
University was pleased to be the
venue for the IEEE Region 8 Flagship
Conference ENERGYCON 2024,
showcasing our commitment to
fostering an environment where
thought leaders from academia

and industry experts, including
representatives from Iberdrola In-
novation Middle East, can exchange
ideas and drive progress in energy
sustainability.”

The first product showcased was
‘Smart Energy @ Home’, a holistic
approach to home energy manage-
ment. This innovative product,
leveraging artificial intelligence on
a cloud platform, empowers digital
consumers to optimise energy con-
sumption within their homes, cover-
ing aspects such as air conditioning,
heat pump efficiency, electrical
appliances, electric vehicle usage,
and solar panel utilisation.

The second product, ‘Advanced
Analytics for Renewable Energy
Integration’, is an analytical platform
that optimises the life cycle, includ-
ing planning, designing, operation,
and maintenance of solar plants and
wind turbines.

During the panel discussion
titled ‘Digital Energy Products’,
which was moderated by Dr Javier
Hernandez, technical director at
Iberdrola Innovation Middle East,
industry experts from Spain and
Qatar discussed the evolving land-
scape of the energy sector.

Eurozone bond vields decline
after central bank excitement

Reuters
London

urozone bond yields fell
Eyesterday and were on

their way to a weekly de-
cline, after central banks reas-
sured investors that interest
rate cuts in several markets are
likely to come in the summer.

Germany’s 10-year bond
yield, the euro zone benchmark,
was down 7 basis points (bps) at
2.326%.

It was on track for a weekly
fall of 11 bps, and was trading
around its lowest in a week.

Yields have been rising for
much of 2024 as resilient eco-
nomic data, particularly in the
US, has caused traders to push
back expectations of substantial
interest rate cuts until the mid-
dle of 2024.

But several central bank
meetings this week saw markets
became more confident that
cuts would at least come by the
middle of the year.

“A lot has happened, there
have been a lot of central bank
meetings, but if you take a step

Apple shares wobble
as antitrust suit take
aim at growth pillar

Bloomberg
New York

or years, Apple Inc inves-
Ftors have consoled them-

selves with the idea that no
matter what trends look like for
major product categories, growth
in services would remain robust.
Now, the outlook for that busi-
ness is on shakier footing.

Its shares fell the most since
August on Thursday, after the
Justice Department filed a suit
accusing Apple of violating anti-
trust laws and suppressing com-
petition by blocking rivals from
accessing hardware and software
features on its popular devices.

The decline also brings Ap-
ple’s year-to-date slide near 11%,
erasing $337bn from its market
capitalisation. The selloff stands
in contrast to the rest of big tech,
with the Bloomberg Magnificent 7
Index up about 17% this year. Ap-
ple was little changed yesterday.

“Services has been the driver
of growth for Apple, with huge
margins, and there’s a question
of where the business goes from
here,” said Tim Ghriskey, sen-
ior portfolio strategist at Ingalls
& Snyder. “I hope they can limit
the damage as much as possible,
because we don’t see any new
growth drivers on the horizon and
the stock still looks expensive. It
could be dead money for a while”

The suit brought by the US
Justice Department on Thurs-
day adds a level of risk to Ap-
ple’s services business — home
to the App Store and Apple Mu-
sic — that is fed by the more than
two billion Apple devices in use.

A person walks past the Apple store on Fifth Avenue in Ne
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on Thursday, after the Justice Department filed a suit accusing Apple of violating antitrust laws and suppressing
competition by blocking rivals from accessing hardware and software features on its popular devices.

Services revenue expanded 9%
in fiscal 2023 while products rev-
enue — iPhones, Macs and iPads
— dropped 3%. Furthermore, de-
spite only accounting for 22% of
Apple’s sales, services generated
more than a third of profit.

The App Store is the biggest
component of Apple’s services
business. Analysts expect it to
generate about $5.8bn in second-
quarter revenue, according to data
compiled by Bloomberg. Total
revenue is expected to be $90.5bn.

Regulatory issues are just the
latest headache for investors, who
are also grappling with weak sales
in China, concerns that Apple is
behind peers with artificial intel-
ligence, and few obvious catalysts
for growth. Bloomberg News re-

cently reported that Apple can-
celled a long-term effort to build
an electric car, and its Vision Pro
headset isn’t expected to be ama-
jor contributor to revenue in the
near-term.

Apple’s second-quarter re-
sults, scheduled for release in
May, are expected to show rev-
enue down 4.5%. That would
represent the fifth quarter with
negative growth of the past six.
The consensus for Apple’s full-
year revenue has dropped 2.1%
over the past quarter.

Even after recent declines,
the shares trade at 25 times es-
timated earnings, above their
10-year average, though a slight
discount to the 26 multiple of
the Nasdaq 100 Index.

“Shares already look expensive,
and if we start to see a deteriora-
tion in important high-margin
businesses like services and the
App Store, then it will look even
more expensive,’ said Eric Clark,
portfolio manager at Accuvest
Global Advisors. He sees an “air
pocket” for the stock until it nears
$155. It last closed at $171.37.

This has become an increasing -
ly common view on Apple — ano-
table deterioration in sentiment
for what was, until recently, the
largest company by market value
in the world. Fewer than 60% of
the analysts tracked by Bloomb-
erg recommend buying the stock,
compared with rates above 85%
for Microsoft Corp, Nvidia Corp,
Amazon.com Inc and Alphabet.

back we are much closer to the
point where central banks want
to and are going to start cutting,
and we have had the first cut
from the Swiss central bank,”
said Jamie Niven, senior fixed
income fund manager at asset
manager Candriam.

The Federal Reserve on
Wednesday kept rates steady
but reiterated its projection
that it would cut interest rates
by 75 bps by the end of the year,
then on Thursday the Bank of
England said the economy was
heading in the right direction
for cuts.

In Switzerland, where infla-
tion is lower, the Swiss National
Bank surprised markets by re-
ducing borrowing costs 25 bps.

Italy’s 10-year yield was last
down 3 bps at 3.637% and set for
a weekly fall of 6 bps.

The closely watched spread
between German and Italian
yields was at 130 bps, up from a
more than two year low on of 115
bps last Thursday.

Bonds rose further in the af-
ternoon session, pushing yields
lower, although there was little
in the way of data to excite mar-

kets. “The moves seem typical
of an end-of-quarter risk-off
tone driven by portfolio rebal-
ancing or deleveraging,” said
Michiel Tukker, rates strategist
at ING.

“Such moves can be front-
loaded a week in advance, and
we saw a similar picture on the
last Friday in February.” Markets
see a roughly 85% chance that
the European Central Bank and
Federal Reserve will cut rates by
their June meetings.

Bundesbank President
Joachim Nagel on Friday added
his name to a long list of poli-
cymakers suggesting that June
was the date, saying the ECB
might be in a position to cut in-
terest rates before the summer
recess.

Markets were also digest-
ing a survey released yesterday
showing German business mo-
rale improved in March and beat
expectations.

Rate sensitive shorter-dated
bond yields were also set for
weekly declines, Germany’s
two-year yield down 5 bps at
2.806% and set for a weekly
drop of 10 bps.

Russia’s central
bank holds interest
rate unchanged

Bloomberg
Moscow

ussia’s central bank held in-
Rterest rates unchanged yes-

terday, as it navigates infla-
tion risks that now include attacks
onregions bordering Ukraine.

For the second meeting in a row,
policymakers left their key rate at
16%, in line with the unanimous
forecasts of economists surveyed
by Bloomberg. The Bank of Rus-
sia gave no guidance on the likely
direction of its next move, saying
“tight monetary conditions will
be maintained in the economy for
along period”

Speaking after the decision in
Moscow, Governor Elvira Nabiulli-
nareiterated that the start of mone-
tary easing is more likely in the sec-
ond half of the year, once the central
bank sees convincing evidence that
inflation is slowing down.

Regions including Belgorod
and Kursk have faced drone and
missile attacks in recent weeks
as Ukraine mounts a campaign
targeting infrastructure and in-
dustrial facilities including oil
installations to try to undermine
Russia’s war machine. In addition,
the fact that the presidential elec-
tion has passed means that price
controls in general may weaken,
according to Dmitry Polevoy, in-
vestment director at Astra Asset
Management.

Ahead of the election, in which
President Vladimir Putin claimed
a landslide victory to secure a
fifth term in power, the govern-
ment was very active with efforts
to curb skyrocketing food prices, a
major complaint among the elec-
torate.

Now, traditionally affordable
staples such as chicken may grow
pricier as attacks continue on the
Belgorod region, a major agricul-
tural area that accounts for 14% of
all of Russia’s livestock and poul-
try production. Moreover, at least

Elvira Nabiullina, governor of
Russia’s central bank.

nine major refineries have been
successfully attacked this year,
currently taking offline 11% of the
country’s total capacity by some
estimates.

Although there’s been little
movement in the cost of fuel at the
pump within Russia, the flurry of
attacks prompted a surge in prices
for gasoline and diesel on the St
Petersburg International Mercan-
tile Exchange.

“We interpret the central bank’s
statements as evidence that it
no longer considers rate hikes as
necessary — something that was
among its options in February. If
inflation reports show a further
slowdown, we think this cycle’s
first policy rate cut could arrive as
soon as April to June,” says Alex-
ander Isakov, Russia economist.

Nabiullina has continued to sig-
nal the central bank aims to keep
the cost of borrowing at its highest
level since the early days of the war
in Ukraine for a prolonged period.
Annual price growth has stalled at
over 7%, leaving it at almost twice
the 4% target.

The central bank’s outlook de-
pends on the likely changes to
fiscal policy in connection with
goals laid out by Putin ahead of
the election and their exact impact
on inflation and the economy, Na-
biullina said.

Bank of Canada sees quantitative tightening ending in 2025

Bloomberg
Toronto

A Bank of Canada official said quantitative
tightening will likely end in 2025, at which
point the central bank will tilt purchases to
shorter-duration securities and consider
buying assets in both primary and
secondary debt markets.

In a speech in Toronto, Deputy Governor
Toni Gravelle reiterated that the
programme is expected to run its course
once settlement balances have reached

a range of C$20bn ($14.8bn) to C$60bn,

from the current level of roughly C$100bn.

“The bottom line is the balance sheet
normalisation process is continuing as

we laid out last year and we have tools to
manage any temporary funding pressures
that might come up along the way,”
Gravelle said.

The remarks suggest the central bank’s
plans to shrink its balance sheet haven’t
changed substantially, and will help to
end to speculation officials will be soon

forced to wind down QT. That’s now likely
to happen “sometime in 2025,” slightly
later than policymakers had initially
planned, as officials now expect the
government of Canada will hold fewer
deposits on the central bank’s balance
sheet, keeping settlement balances
elevated for longer.

The normal long-run level for settlement
balances was the same range as previously
outlined by Gravelle in March last year.
But the deputy governor said the bank

is now considering how and where it will
resume making asset purchases, weighing
whether to buy government of Canada
treasury bills and bonds in secondary
markets, during primary debt auctions or a
combination of both.

In the speech, Gravelle explained that the
resumption of purchases was meant to
stabilise the bank’s balance sheet, and
reiterated that was different than the
pandemic-era asset purchases intended to
stimulate the economy.

“We will start buying government of
Canada bonds and other assets again

WE ARE CANADA Same
CENTRAL BANK.

Toni Gravelle, deputy governor of the
Bank of Canada.

as part of our normal balance sheet
management. Those purchases will not be
quantitative easing.”

Gravelle also repeated that the bank is
able to continue QT even when it lowers
interest rates to more normal levels. When
the programme ends, the bank said it will
no longer buy Canada Mortgage Bonds,
and aim to diversify purchases.

In a question and answer session after

the speech, Gravelle said the bank will tilt

purchases to shorter-duration securities,
with the goal of restoring a more normal
mix of short and longer-term debt.

“Once QT ends and we start acquiring
assets again, the sequence will likely be
term repos at first, then after some time
we will add T-bills, with bond purchases
coming later still,” Gravelle said in the
speech.

The central bank under Governor Tiff
Macklem has been shrinking its balance
sheet for about two years. Its assets

have fallen to around C$307bn from a
peak of more than C$575bn as it allows
government bonds it holds to mature,
draining liquidity from the financial
system.

That’s resulted in a decrease of settlement
balances — interest-bearing deposits used
as a means of payment in Canada’s high-
value payment system, called Lynx.
Earlier this year, liquidity pressures in
funding markets led some economists and
strategists to question whether Canada’s
financial system was already running short
on settlement balances, a situation that

might have hastened the end of QT.
Gravelle reiterated that recent strains in
overnight markets were not a sign the
bank will need to stop shrinking its balance
sheet earlier than planned.

But he added that there’s still a risk QT
could end earlier, especially if there’s
“persistent upward pressure” on the
overnight repo rate average that results
in widespread or more frequent use of
overnight repo operations.

Broader funding pressures and longer-
lasting concerns from financial market
participants about liquidity might also
prompt the bank to end the programme
earlier, but Gravelle said officials would
communicate potential timing changes in
advance and “very clearly.”

lan Pollick, who runs fixed income,
currency and commodities strategy at
Canadian Imperial Bank of Commerce,
raised doubts about the proposed
timeline for ending the programme, but
acknowledged that an earlier end would
require further and sustained strains in
liquidity markets.
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