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QIB reports QR986mn net profit in Q1
Qatar Islamic Bank (QIB) has reported 
net profit of QR986mn in the first three 
months of this year.
Total assets stood at QR224bn in January-
March 2026, representing a growth 5.9% 
on an annualised basis. Financing and 
investing activities were the primary 
drivers for the asset growth.
Financing assets reached QR146.4bn, 
having grown by 11.1% against March 2025 
levels. Investment securities reached 
QR60.7bn, surging 14% year-on-year.
Customer deposits grew 5.4% year-on-
year to QR140.7bn at the end of March 
2026. Financing-to-deposit ratio was 95% 
at the end of March 31, 2026 compared 
with the Qatar Central Bank (QCB) 
maximum requirement of 100%, reflecting 
the bank’s strong liquidity position.
Total income stood at QR2.71bn while 
net income from financing and investing 
activities was QR2.47mn in the first 
quarter (Q1) of 2026.
Total general and administrative 
expenses stood at QR277mn in Q1-
2026. The bank’s drive to improve the 
eff iciency supported by strict cost 
management measures helped it to 

maintain the cost-to-income ratio at 17% 
in the review period, which is the lowest 
in the Qatari banking sector.
QIB was able to manage the ratio of 
non-performing financing assets to 
total financing assets at 1.56%, one of 
the lowest in the industry, reflecting 
the quality of the bank’s financing 
assets portfolio and its eff ective risk 
management framework.
QIB continues to pursue the conservative 
impairment policy by building 
precautionary impairment charge 
for financing assets, other assets and 
other provisions and maintain a healthy 
coverage ratio for non-performing 
financing assets at 95% at the end of 
March 2026.
Total shareholders’ equity reached 
QR29.4bn in Q1-2026, an increase of 
9.4% on an annualised basis. Total capital 
adequacy, under Basel III guidelines, 
was 22.9%, well above the regulatory 
minimum requirements prescribed by the 
QCB and Basel Committee.
In March 2026, Capital Intelligence 
Ratings has aff irmed QIB’s long-term 
rating at ‘AA-’ with a stable outlook.

QIB’s total assets stood at QR224bn in January-March 2026, representing a growth 5.9% on an annualised basis as 
fi nancing and investing activities were the primary drivers for the asset growth
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Qatar’s banking assets touch QR2.17tn in February: QNBFS
Qatar banking sector’s total assets 

stood at QR2.17tn in February, ac-

cording to QNB Financial Services 

(QNBFS).

In its research note, QNBFS said 

assets grew by an average 5% 

over the past five years and liquid 

assets to total assets stood at a 

“healthy” 30% level in February 

2026.

The banks’ loan book remained flat 

at QR1.46tn, while deposits were 

up 1.6% to QR1.06tn in February 

2026. As such, the LDR (loan-

deposit ratio) increased to 138% in 

February against 137% in January 

(December 2025: 137%).

The overall loan book remained 

flat month-on-month in February 

2026 despite strong performance 

from the international sector loans 

as public sector loans declined 

2.7%, while private sector loans 

remained flat.

Total public sector loans sequen-

tially receded by 2.7% (-0.6% 

against FY2025) in February 2026, 

it said, adding loans grew by an 

average of 4.9% over the past five 

years.

The government segment (repre-

senting about 39% of public sector 

loans) increased by 2.2% month-

on-month (+17.6% vs. FY2025), 

while the government institutions 

segment (53% of total public sec-

tor loans) contracted by 8.3% on a 

monthly basis (-11.9% vs FY2025).

On the other hand, the semi-

government institutions’ segment 

(8% of total public sector loans) 

contributed positively although 

immaterially, expanding by 15.4% 

month-on-month (+7.8% vs. 

FY2025) in February 2026.

Public sector deposits fell 1.3% 

month-on-month (-4.4% vs. 

FY2025) in February 2026. The 

government segment (constitut-

ing about 30% of public sector 

deposits) contracted by 5.8% on a 

monthly basis (-13.0% vs. FY2025).

Nevertheless, the government 

institutions’ (55% of public sector 

deposits) remained flat month-on-

month (-1.8% vs. FY2025), while 

the semi-government institutions’ 

segment (16% of public sector de-

posits) rose 2.2% month-on-month 

(+5.6% vs. FY2025) in the review 

period. Deposits grew by an aver-

age 2.9% over the past five years.

Non-resident deposits retreated 

by 2.3% month-on-month (-7.3% 

vs. FY2025) in February 2026. Non-

resident deposits as a percentage 

of total deposits moved up from 

18.8% in FY2025 to 19.8% in Febru-

ary 2026.

The net interbank position 

remained negative at QR387bn as 

of February 2026 with due from 

banks totaling QR171.6bn, due to 

banks (QR559.0bn), and due to 

banks abroad remaining at a high 

of QR488.3bn in December 2025.

Private sector deposits were up 

1% on a monthly basis (+3.8% vs. 

FY2025) in February 2026. On the 

private sector front, companies 

and institutions inched up 0.6% 

sequentially (+5.0% vs. FY2025). 

Moreover, the consumer segment 

increased by 1.2% month-on-

month (+2.8% vs. FY2025).

Qatar banking sector loan provi-

sions to gross loans remained flat 

at 4% month-on-month in Febru-

ary 2026. Loan loss provisions 

were flat on a monthly basis (+1.1 

vs. year-end 2025). “So far Stage 3 

loans have remained stable,” the 

note said.

Qatar’s banking assets grew by an average 5% over the past fi ve years and liquid assets to total 
assets stood at a “healthy” 30% level in February 2026, according to QNBFS



3Gulf Times
Thursday, April 16, 2026

BUSINESS

Qatar, Pakistan hold first meeting of joint 
trade and investment working group
QNA
Doha

The State of Qatar and The Islamic 
Republic of Pakistan have held the 
inaugural meeting of a joint working 
group aimed at boosting trade and 
investment ties between the two 
countries.
The virtual meeting on Wednesday was 
co-chaired by HE the Minister of State 
for Foreign Trade Aff airs at the Ministry 
of Commerce and Industry, Ahmed bin 
Mohammed al-Sayed and Pakistan’s 
Federal Minister of Commerce, Jam 
Kamal Khan, with participation from 
representatives of key government 
bodies in both nations.
In his opening remarks, HE al-Sayed said 

the meeting comes at a time of global 
economic uncertainty, with ongoing 
challenges aff ecting supply chains and 
international trade flows. He stressed the 
importance of strengthening economic 
cooperation to create new opportunities 
for mutual investment.
Off icials noted that bilateral trade 
between Qatar and Pakistan reached 
$3.25bn in 2025, reflecting steady 
growth in economic ties.
Both sides reaff irmed that relations 
are built on longstanding trust and 
cooperation, supported by high-level 
exchanges and a series of agreements 
and memoranda of understanding 
across multiple sectors.
Discussions focused on expanding 
collaboration in priority areas 
including infrastructure, food security, 

manufacturing, logistics supply chains, 
and the digital economy. The two 
countries also explored ways to improve 
the eff iciency of trade flows, support 
exports, and enhance air and maritime 
connectivity.
Participants highlighted the role of the 
private sector and the joint business 
council in deepening commercial 
engagement, alongside eff orts to 
increase joint investments and develop 
more resilient supply chains.
The meeting concluded with a 
commitment to continue joint 
coordination, with the aim of expanding 
bilateral trade, encouraging investment, 
and strengthening economic 
partnership in ways that support 
sustainable development in both 
countries.

QSE sees six of seven 
sectors in buying 
mode as benchmark 
crosses 10,700 levels
By Santhosh V Perumal
Business Reporter

Hopes over renewed US-
Iran peace talks lifted 
sentiments in the Gulf 

bourses, including the Qatar 
Stock Exchange, which yester-
day gained 43 points to cross the 
10,700 levels, adding more than 
QR6bn in capitalisation.

The industrials, banking, in-
surance, realty and consumer 
goods counters witnessed high-
er than average demand as the 
20-stock Qatar Index rose 0.4% 
to 10,733.95 points, although 
it touched an intraday high of 
10,770 points.

The domestic funds were seen 
increasingly net buyers in the 
main market, whose year-to-
date losses truncated further to 
0.27%.

More than 69% of the trad-
ed constituents extended 
gains to investors in the main 
bourse, whose capitalisation 
added QR6.49bn or 1.03% to 
QR639.62bn mainly owing to 
large and midcap segments.

The Gulf retail investors 
turned bullish in the main mar-
ket, whose trade turnover and 
volumes were on the decline.

The Gulf institutions’ weak-
ened net selling had its infl u-
ence on the main bourse, which 
saw as many as 0.01mn exchange 
traded funds (sponsored by Al-
Rayan Bank and Doha Bank) val-
ued at QR0.11mn trade across 11 
deals.

However, the local retail inves-
tors were increasingly net sellers 
in the main market, which saw no 
trading of sovereign bonds.

The Islamic index was seen 
gaining slower than the other in-
dices of the main bourse, which 
saw no trading of treasury bills.

The Total Return Index gained 
0.4%, the All Share Index by 
0.53% and the Al Rayan Islam-

ic Index by 0.17% in the main 
bourse.

The industrials sector index 
shot up 0.71%, banks and fi nan-
cial services (0.68%), insurance 
(0.65%), realty (0.58%), consum-
er goods and services (0.49%) 
and transport (0.02%); while tel-
ecom declined 0.54%.

As many as 36 gained, while 14 
gained and two were unchanged 
in the main market.

Major movers in the main mar-
ket included Doha Bank, Indus-
tries Qatar, Gulf International 
Services, Widam Food, Al Meera, 
Alijarah Holding, QNB, Meeza, 
Al Faleh Educational Holding, 
Ezdan and United Development 
Company.

Nevertheless, Mannai Corpo-
ration, QLM, Commercial Bank, 
Al Khaleej Takaful, Milaha, Qam-
co and Ooredoo were among the 
shakers in the main bourse. 

In the venture market, Techno 
Q saw its shares depreciate in 
value.

The domestic funds’ net 
buying increased notice-
ably to QR18.2mn compared to 
QR15.17mn the previous day.

The Gulf individuals turned 
net buyers to the tune of 

QR1.97mn against net sellers of 
QR2.08mn on April 14.

The Gulf institutions’ net 
selling decreased drastical-
ly to QR0.99mn compared to 
QR19.06mn on Tuesday.

However, the local individuals’ 
net selling expanded perceptibly 
to QR17.26mn against QR15mn 
the previous day.

The foreign institutions’ net 
profi t booking grew markedly to 
QR7.3mn compared to QR2.54mn 
on April 14.

The Arab individual inves-
tors’ net buying weakened sub-
stantially to QR2.7mn against 
QR20.15mn on Tuesday.

The foreign retail inves-
tors’ net buying eased nota-
bly to QR2.67mn compared to 
QR3.38mn the previous day.

The Arab funds had no ma-
jor net exposure for the fourth 
straight session.

The main market saw a 19% 
contraction in trade volumes to 
204.62mn shares, 7% in value to 
QR548.59mn and 3% in deals to 
30,142.

In the venture market, a to-
tal of 0.36mn equities valued at 
QR0.86mn changed hands across 
92 transactions.

Average value of real 
estate transactions 
jumps 35% in Q1: Aqarat

QNA
Doha

Data from the Real Estate Regulatory Authority 
(Aqarat) shows that the average value of real 
estate transactions in the State of Qatar saw a 
significant increase during the first quarter of 
2026, driven by growing activity in higher-value 
assets, reflecting the strength and sustainability of 
the Qatari real estate market.
Aqarat revealed in a post on X that the average 
value of a single real estate transaction 
jumped by nearly 35% year-on-year, rising from 
approximately QR4.3 mn in the first quarter of 
2025 to around QR5.8 mn during the same period 
this year.
The authority attributed this growth to a 
clear investment trend towards higher-value 
transactions, fueled by increased activity in the 
luxury and high-value real estate asset category 
during this period. This indicates investor 
confidence in the economic viability of Qatari real 
estate and its ability to attract substantial capital.
The release of this data is part of Aqarat’s ongoing 
monitoring and analysis of market trends, 
providing accurate data to both decision-makers 
and investors.

Waseef launches new website to deliver 
integrated digital experience for 
property management and leasing
Waseef, a leading company in 
real estate management and 
marketing, has launched its 
new website in a step reflecting 
its strategic direction toward 
enhancing digital transformation.
The new website features a 
contemporary look and an 
advanced interactive design 
focused on ease of use and 
quick access to information, 
elevating customer experience, 
and delivering integrated real 
estate services through a modern 
approach aligned with market 
expectations.
It enables users to eff iciently 
explore a wide range of real 
estate services, whether they 
are property owners or tenants, 
through a seamless digital 
experience that meets their needs 
anytime and anywhere.
The platform off ers a suite of 
advanced features, most notably 
a smart property search function 

and an updated listing of available 
rental units across various 
categories.
Each property is presented with 
detailed information, including 
images, specifications, and 
location, helping users make well-
informed decisions.
The website also provides an 
exceptional experience through 
a 360-degree viewing feature, 
allowing users to explore 

properties remotely as if they 
were visiting in person. This 
enhances transparency and 
significantly reduces the time and 
eff ort required to select the right 
property.
As part of eff orts to enhance 
leasing services, the platform 
also off ers a simplified process 
for listing and applying for 
properties, with clear information 
on leasing terms and procedures, 
contributing to faster transactions 
and an overall improved 
customer experience.
This update aims to strengthen 
Waseef’s digital presence and 
provide a unified platform that 
integrates its various real estate 
services. It supports operational 
eff iciency, increases customer 
satisfaction, and reflects the 
company’s commitment to 
adopting the latest technological 
solutions in real estate 
management and marketing.

Qatar Chamber holds training 
course on project sustainability

Qatar Chamber, in cooper-
ation with the Young En-
trepreneurs Club (YEC), 

recently organised a training 
course titled “Sustainability of 
Projects in Light of Economic 
Changes.” 

The session, conducted via 
video conferencing, comes as part 
of the chamber’s ongoing eff orts 
to support entrepreneurs and 
enhance their capabilities to face 
current economic challenges.

The course was delivered by 
Nayef Mohammed al-Ibrahim, 
founding partner and chief ex-
ecutive officer of Ibtechar, high-
lighting the modern approaches 
to maintaining project stability 
and explored practical strategies 
to ensure sustainability amid 
rapid economic changes.

He also emphasised the impor-
tance of innovation in resource 
management and enhancing op-
erational efficiency.

Fatima Issa al-Kuwari, Head 
of the Training and Development 
Department at Qatar Chamber, 
stressed that sustainability has 

become a key factor in the suc-
cess and continuity of projects, 
particularly in light of evolving 
economic conditions.

She noted the chamber’s com-
mitment to delivering special-
ised training programmes that 
empower entrepreneurs to adapt 
to challenges and turn them into 
opportunities for growth.

This course is part of a broad-
er series of initiatives aimed at 
supporting the business envi-
ronment in Qatar and enhanc-

ing the capabilities of small and 
medium-sized enterprises by 
equipping them with practical 
knowledge to achieve long-term 
stability, according to her.

The session witnessed notable 
participation from project own-
ers, entrepreneurs, and individu-
als interested in the investment 
sector. It also featured interac-
tive discussions on best practices 
for mitigating economic risks 
and enhancing project resilience 
in the face of future challenges.

The virtual meeting on Wednesday was co-chaired by HE the Minister of State for Foreign 
Trade Aff airs at the Ministry of Commerce and Industry, Ahmed bin Mohammed al-Sayed 
and Pakistan’s Federal Minister of Commerce, Jam Kamal Khan, with participation from 
representatives of key government bodies in both nations.

The session, conducted via video conferencing, comes as part 
of the chamber’s ongoing eff orts to support entrepreneurs 
and enhance their capabilities to face current economic 
challenges

The industrials, banking, insurance, realty and consumer goods 
counters witnessed higher than average demand as the 20-stock 
Qatar Index rose 0.4% to 10,733.95 points, although it touched an 
intraday high of 10,770 points.

Saudi wealth fund unveils new strategy to boost returns
Bloomberg
Riyadh

Saudi Arabia’s sovereign wealth 

fund will reorganize its invest-

ments into three portfolios as it 

seeks to boost returns at a time 

when the kingdom contends 

with the economic costs of the 

Iran war.

The Public Investment Fund 

unveiled its 2026–2030 strat-

egy, saying it would prioritize 

building competitive domestic 

ecosystems, unlocking the 

value of strategic assets and 

increasing the role of the 

private sector as a partner in 

economic development, ac-

cording to a statement in the 

Saudi Press Agency.

Governor Yasir al-Rumayyan said 

the new strategy represented 

“a natural next step” in the 

fund’s development and would 

create further opportunities 

for partners to invest alongside 

it in “high-quality assets and 

ecosystems”.

The PIF’s updated strategy 

comes amid a two-week cease-

fire between the US and Iran in 

a war that saw Gulf nations bear 

the brunt of the Islamic Repub-

lic’s attacks. Saudi Arabia’s oil 

and gas production and exports 

were hampered by a series of 

strikes on critical energy infra-

structure even as crude prices 

surged.

In the months before the conflict 

began, off icials in Riyadh had 

started making tough spending 

decisions, ordering sweeping 

reviews of ambitious projects 

across the country and pivoting 

toward areas more likely to at-

tract foreign investment. The PIF, 

too, has been looking to sharpen 

its focus on portfolio compa-

nies, with an eye on attracting 

investors and building global 

champions.

Still, the war’s fallout makes 

advancing Crown Prince Moham-

med bin Salman’s Vision 2030 

agenda to diversify the economy 

away from oil — in which the PIF 

plays a central role — even more 

challenging.

Under the 2026–2030 strategy, 

PIF created a “Vision Portfolio” 

to integrate key sectors of the 

domestic economy and drive 

growth. The fund identified six 

priority ecosystems: tourism, 

travel and entertainment; urban 

development and livability; 

advanced manufacturing and 

innovation; industrials and 

logistics; clean energy, water and 

renewables infrastructure; and 

Neom.

Alongside this, a “Strategic 

Portfolio” will focus on actively 

managing key assets to maxi-

mize financial returns and eco-

nomic impact, while supporting 

portfolio companies in attracting 

capital and scaling into global 

champions. The fund said it 

would also continue to pursue 

investments linked to long-term 

global trends.

A separate “Financial Portfolio” 

will manage the fund’s direct and 

indirect investments in global 

markets. The fund’s internal rate 

of return has averaged about 

7.2% since 2015, al-Rumayyan 

said in September.

The plan dovetails with the 

kingdom’s broader goals of 

focusing on developing aspects 

of the local economy like tour-

ism, entertainment and gaming, 

while potentially paring back 

some elements — including meg-

aprojects like Neom. The fate of 

the project, located in a remote 

desert area in the country’s 

northwest, has been in question 

in recent months amid a slew of 

challenges including with design 

and feasibility, Bloomberg has 

reported.

Last month, al-Rumayyan had 

signaled that the fund remains 

committed to investments 

around the world despite grow-

ing concerns over the war’s 

mounting economic costs.

And the wealth fund has 

remained active in dealmaking, 

even amid the war. Savvy Games 

Group, a unit of the PIF, agreed 

to buy Moonton from ByteDance 

Ltd in March in a deal valuing 

the mobile games maker at 

$6bn, and more recently another 

aff iliate committed an additional 

$550mn to electric-car maker 

Lucid Group Inc.

Al-Rumayyan had previously 

flagged the PIF’s intention to 

boost total annual capital 

deployment to $70bn after 2025 

and emphasized that its invest-

ments, in absolute dollar terms, 

will continue to rise abroad even 

as it focuses at home.

The wealth fund, which oversees 

more than $1tn, last year raised 

its 2030 target for assets to 

almost $2.7tn.

The Public Investment Fund Governor, Yasir al-Rumayyan.
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Chinese suppliers, Mideast importers fret about war fallout on trade
AFP
Guangzhou

Suppliers and buyers at a trade show in 

southern China were cautious on Wednesday 

as they weighed costs for ice cream ma-

chines, home appliances and cars that have 

risen since the start of the Middle East war.

Chinese exporters and Middle Eastern buyers 

at the opening day of the Canton Fair — one 

of the largest trade shows in the world — 

gloomily told AFP that the Iran war has pum-

melled orders and led to price hikes.

The fair gives foreign buyers a chance to 

meet face-to-face with Chinese manufactur-

ers and assess their products up close, estab-

lishing new supply agreements and shoring 

up old contacts.

But standing by a row of deep fryers and 

ovens, kitchenware company sales manager 

Li Jin told AFP that some customers in the 

Middle East “dare not place orders” while 

shipments still have not reached others.

Many cargo vessels that would normally pass 

through the Strait of Hormuz en route to the 

Middle East have been floating in limbo since 

Tehran eff ectively closed the vital waterway 

in response to US and Israeli strikes on Iran 

that began February 28.

Washington announced its own blockade of 

Iranian ports on Sunday after peace talks with 

Tehran failed, dashing hopes for an imminent 

reopening of the trade route.

Fresh orders from Middle East customers 

have dried up, said Li, whose company usu-

ally exports 20% to 30% of its products to 

the region. “If it weren’t for the war, we would 

have had a steady stream of new orders com-

ing in,” Li said.

The rising cost of raw materials has also 

pushed the company to hike prices to make 

up for thinner profit margins, she added.

Customers remain in a “wait-and-see” mode, 

said Zora Wang, a sales manager at a com-

pany selling factory machinery.

“Even though they are sending out inquiries, 

their actual intent to purchase in the near 

term is not very strong,” Wang told AFP.

But Wang said many of her clients work with 

freight forwarders — third-party logistics and 

transportation agents — to use other shipping 

channels or overland routes to ensure ship-

ments still reach them in the Middle East.

Ahmad Alibasha, a Syrian general manager 

at a Chinese trading company, said Middle 

East customers “just don’t want to order 

right now”, with purchases from the region 

plummeting more than 50% since the conflict 

began.

“We will prefer the calm and the quiet and 

the safety, because more safety means more 

business,” Alibasha told AFP, hopeful business 

would pick up if the war ends.

US President Donald Trump told The New 

York Post on Tuesday a new round of talks 

with Tehran could take place in Pakistan “over 

the next two days”, while a fragile ceasefire 

between Washington and Tehran holds.

In the meantime, Chinese car exporters in a 

sleek showroom told AFP that the conflict 

has caused them to pivot operations to 

other regions, including South America and 

Africa.

This year’s Canton Fair, which is held twice 

a year in the Chinese manufacturing hub 

of Guangdong province — is featuring a 

record 32,000 enterprises, state media said 

Wednesday.

Buyers, including those from the Middle East, 

packed into the sprawling exhibition centre to 

scout new suppliers.

Abdallah Mebarkia, a Saudi Arabian business 

owner, scoured the cavernous halls for televi-

sions, washing machines and household ap-

pliances to sell to distributors in his country.

The Middle East war has had a “heavy im-

pact” on his business, he told AFP, calling his 

shipment costs — now up 50% to 70% — a big 

“headache”.

Shipping prices have risen as vessels stay put 

in the Gulf for fear of attack if they set sail, 

while others take long and costly alternative 

routes to avoid the Strait of Hormuz.

About a fifth of the world’s oil and natural 

gas normally pass through the strait, with its 

closure pushing up the price of shipping fuel.

“A lot of delays” have also been caused by the 

Hormuz blockade, Mebarkia said, with some 

of his goods still stuck in the key waterway.

China stimulus kept at bay with 
growth set to rebound amid war
Bloomberg
Hong Kong

China’s growth likely rebounded 
in the fi rst quarter of 2026, of-
fering policymakers time to as-

sess the impact of the Iran war on the 
world’s second-largest economy be-
fore stepping in with stimulus.

Gross domestic product is expected 
to have expanded 4.8% from a year ago, 
according to the median forecast of 
economists polled by Bloomberg ahead 
of the offi  cial release on Thursday. 
That would be an acceleration from the 
4.5% gain recorded in the fi nal quarter 
of 2025, which was the weakest reading 
since the country reopened after Covid 
in late 2022.

The US-Israel war against Iran prob-
ably only had a limited impact on ac-
tivities so far, thanks in part to China’s 
moves in past years to strengthen en-
ergy security and insulate its economy 
from global ructions. Years of defl a-
tionary pressure have also blunted the 
potential for an immediate impact on 
consumer prices from higher oil costs.

But as imports of high-tech prod-
ucts jumped in March, driven in part by 
an investment boom in artifi cial intel-
ligence, the goods trade surplus shrank 
almost 5% in the fi rst quarter from a 
year ago in yuan terms. Although that 
could mean less support from net ex-
ports, strong global demand linked to 
AI is helping ward off  external threats 
to Chinese companies at a time when 
the confl ict in the Middle East is 
wreaking havoc on the world economy.

A solid report would reduce the 
urgency for additional stimulus, es-
pecially after Beijing adopted a more 
fl exible approach toward growth by 
lowering its GDP goal to a range of 
4.5% to 5% — the lowest since 1991. A 
rising number of economists is fore-
casting the People’s Bank of China 
won’t cut interest rates this year, be-
cause the oil shock pushed up infl ation 
expectations.

“We expect policymakers to adopt 
a wait-and-see mode for now,” Mac-
quarie Group Ltd economists led by 

Larry Hu said in a report on Friday. 
“China’s stimulus calculus will depend 
on the trajectory of the US economy 
and the ongoing AI boom. Both remain 
major tailwinds to exports, the key en-
gine of China’s economy.”

Other fi gures on Thursday are likely 
to show that imbalances between the 
supply and demand sides of the econ-
omy persisted.

Industrial output is forecast to grow 
5.3% in March from a year ago. Even 
though that would be a step down from 
the 6.3% rise seen in the January-Feb-
ruary period, it would likely be seen as 
a strong result, given that factories had 
more days off  compared with 2025 due 
to a later-than-usual Lunar New Year 
holiday.

That strength is partly a result of a 
15% surge in exports in the fi rst quarter 
from a year ago. A boom in AI invest-
ment is driving overseas sales of high-
tech items such as chips, while Chinese 
green products like electric vehicles 
continue to grab more market share 
abroad.

Retail sales are expected to rise just 
2.4% in March, weakening from the 
2.8% expansion in the fi rst two months 
and refl ecting frail household confi -
dence. Domestic car sales contracted 
almost 8% in the fi rst quarter from a 
year ago, partly due to the phasing out 
of government subsidies.

“China’s GDP growth likely poked 
above 5% in the fi rst quarter, lifted 
by supply. Production surged in the 
fi rst two months of the year. High-
frequency data suggest the Iran war 
had only a limited impact on activity 
in March. Demand tells a weaker sto-
ry. Consumption growth likely edged 
lower,” says Chang Shu and David Qu 
of Bloomberg Economics.

The property market remained 
weak despite a rebound in transac-
tions of existing homes in megacities 
like Shanghai. A proxy for outstanding 
mortgages declined more than 40% 
from a year ago in March — indicat-
ing people are still reluctant to take on 
more debt.

Fixed-asset investment is forecast to 

increase 1.9% for the fi rst three months 
of the year, an improvement from the 
1.8% in the January-February period 
and the unprecedented contraction 
seen last year. Economists attribute 
the uptick to infrastructure projects 
having been delayed to early this year 
from late 2025.

Some observers also pointed to an 
anomaly in the data that suggested last 
year’s drop might largely have been 
a result of temporary adjustments to 
statistical methods. Government bond 
sales, a key source of funding for con-
struction projects, declined in the fi rst 
quarter from a year ago.

The International Monetary Fund 
slightly lowered its forecast for China’s 
growth this year in its latest World 
Economic Outlook. GDP is now ex-
pected to expand 4.4%, compared with 
the IMF’s estimate of 4.5% in January.

Still, that’s a smaller downgrade 
than that for the global economy as 
a whole, in a scenario of a relatively 
short-lived confl ict and moderate gain 
in energy prices this year.

Japan to provide 
$10bn to 
Southeast Asia 
to secure oil
Bloomberg
Tokyo

Japan will provide $10bn in fi nancial support to 
nations in Southeast Asia to help them cope with 
soaring crude oil prices due to the war in the 

Middle East.
Japanese Prime Minister Sanae Takaichi an-

nounced the aid after the nation held a virtual meet-
ing with regional leaders on Wednesday afternoon. 
She said in a news briefi ng that Japan relies on Asian 
nations to secure medical supplies like surgery gloves 
and equipment used for dialysis patients.

“Japan is closely linked to other Asian countries 
through supply chains and other means,” Takaichi 
told reporters. “Fuel shortages and supply-chain 
disruptions in Asia would hinder the procurement 
of these medical supplies from Asia to Japan, which 
would have a signifi cant negative impact on Japan’s 
economy and society.”

Leaders who attended the gathering of the Asia 
Zero Emission Community plus included Philippine 
President Ferdinand Marcos Jr, Malaysia’s Prime 
Minister Anwar Ibrahim and Vietnamese Prime 
Minister Le Minh Hung, Takaichi said.

At the gathering, Takaichi said she announced a 
partnership called Power Asia to strengthen energy 
supply chain. The initiative aims to provide fi nanc-
ing for emergency measures that include procure-
ment of crude oil and petroleum products and sup-
ply chain maintenance. It also aims to expand crude 
oil stockpile days and diversify energy sources, she 
said.

Southeast Asian nations including Vietnam have 
previously sought help from Japan as well as from 
South Korea for crude oil supplies. Japan has tapped 
its strategic reserves in two tranches since the Iran 
war began in late February, but has said its stockpiles 
are meant for domestic refi ners and not for foreign 
nations.

Japan itself isn’t facing an immediate oil shortage. 
The trade ministry said the country can secure suf-
fi cient crude supply for this year by tapping sourcing 
alternatives to the Strait of Hormuz, where transit 
remains constrained, and by drawing on its substan-
tial oil reserves.

“The new partnership announced this time does 
not involve the transfer of Japan’s strategic crude 
oil reserves, and there will be absolutely no adverse 
impact on domestic supply and demand,” Takaichi 
said.

What to know about the US blockade of Strait of Hormuz
By Weilun Soon, Clara Ferreira 
Marques and Alex Longley

Frustrated by Iran’s unwillingness to 
give up its stranglehold over the Strait of 
Hormuz, US President Donald Trump is 
trying to force the issue. The US military 
announced that it had imposed a full 
blockage of Iran’s southern coastline, 
including traff ic from there through the 
Strait of Hormuz, as of April 13.
The narrow waterway connecting the 
Arabian Gulf to the wider world has 
become a flashpoint since the US and 
Israel began strikes on Iran on February 28. 
Tehran tightened its grip on the corridor 
in response, all but closing off  a vital 
thoroughfare and threatening economies 
far beyond the Middle East.

What exactly is the US doing?

The US Navy is blockading the Gulf of 
Oman and the Arabian Sea, lying in wait for 
vessels linked to Iran that try to sail out of 
the Arabian Gulf, which requires transiting 
the Strait of Hormuz.
When he originally threatened the action 
hours after US-Iran talks in Islamabad 
aimed at a permanent resolution of the 
war fell apart on April 12, Trump posted 
on social media that the US Navy would 
blockade “any and all ships trying to enter, 
or leave, the Strait of Hormuz.” The US, 
he said, would “interdict every vessel in 
International Waters that has paid a toll to 
Iran,” a reference to payments of as high 
as $2mn that some ships have made to 
ensure safe passage through Hormuz after 
Iran attacked a number of vessels in and 

near the strait and said it had mined the 
waterway.
The US military announced a narrower 
version of the blockade, which off icially 
began on April 13 at 10am New York time. It 
applies to all vessels “entering or departing 
Iranian ports and coastal areas.” The US 
navy said in a message to ship operators 
that it would intercept, divert or capture 
ships leaving Iran.
Neutral ships that haven’t called at Iran will 
not be impeded, the US said, though they 
may be searched for contraband cargo. 
Seafarers are advised to monitor off icial 
broadcasts and contact US naval forces 
when in the Gulf of Oman and approaching 
the Strait of Hormuz, it added.
The US said on April 14 that no ships 
had broken the blockade and that six 
vessels u-turned after instructions from 
its forces in the region. In total, five ships 
had crossed the Strait of Hormuz in either 
direction as of late evening on the same 
day, according to tracking data compiled 
by Bloomberg. That’s a fraction of the 135 
average during peacetime but the norm 
since the war began.

How has Iran responded?

Initially, Iran’s Islamic Revolutionary 
Guard Corps responded to Trump’s 
call for a blockade by saying that any 
military vessels attempting to approach 
the strait “under any pretext” would be 
considered a violation of the two-week 
ceasefire the warring parties agreed to 
on April 7. Iran also said that it would 
target all ports in the Arabian Gulf and 
Sea of Oman if its own shipping hubs 
were threatened.

However, after the US blockade went 
into eff ect, Iran was considering a pause 
in shipments through Hormuz to avoid 
testing the US action and wrecking 
chances for a fresh round of peace talks, 
according to a person familiar with 
Tehran’s deliberations.

Why is the US doing this?

Iran’s near-total closure of Hormuz proved 
an exceptionally eff ective asymmetric 
weapon, inflicting acute financial pain 
in a way the US struggled to counter. 
Heading into the conflict, many experts 
had dismissed the possibility of a closure 
of the strait thinking Iran would not want 
to jeopardize its exports. Instead, Tehran 

was able to impede others while keeping 
its own shipments flowing. That helped 
boost its crude revenues, while driving up 
global prices.
The ultimate aim of a blockade would 
be to cut off  Iran’s oil flows, severing a 
vital financial lifeline for the regime. The 
blockade option had already been used by 
the Trump administration in Venezuela, a 
much smaller oil producer.

What does the US blockade 
mean for Iran?

A successfully enforced blockade would 
prove extremely painful for Iran, which 
relies heavily on its oil exports.
Over the past weeks, the country has 

benefited from higher prices, and cargoes 
previously sold at a discount to global 
Brent were priced at a premium earlier 
this month, thanks to a US waiver intended 
to boost supply that allowed purchases 
of previously sanctioned cargoes. India 
appears to have taken two cargoes under 
the exemption — potentially its first since 
2019.
The higher selling price for each barrel has 
been key for Iran, which has suff ered major 
damage from US and Israeli airstrikes and 
will have to make significant investments 
to rebuild and prop up its ravaged 
economy.
That windfall, worth hundreds of millions 
of dollars since the war began, may now 
be over.
China has been the dominant buyer of 
Iranian oil, taking about 90% of its crude 
exports, which are sold to independent 
refiners at a steep discount. China’s large 
stockpiles of crude, however, would help 
to buff er the country against a disruption 
in that supply.

What does the blockade mean 
for the US?

Trump has frequently sought to pair the 
impact on Middle East supply with an 
eff ort to market US oil and gas output, 
portraying the crisis as a benefit for a top 
producer.
Yet US crude is not always a perfect 
replacement for Middle Eastern grades. 
And for US consumers, high benchmark 
prices are already driving up inflation.
Iran has shown itself well aware that it may 
have a greater ability to withstand pain 
than the US.

Bloomberg QuickTake Q&A

People riding electric bicycles cross a street in Beijing on Wednesday. China’s growth likely rebounded in the first quarter 
of 2026, off ering policymakers time to assess the impact of the Iran war on the world’s second-largest economy before 
stepping in with stimulus.

A vessel in the Strait of Hormuz, off  the coast of Oman’s Musandam province, on April 
12. The narrow waterway connecting the Arabian Gulf to the wider world has become 
a flashpoint since the US and Israel began strikes on Iran on February 28.



5Gulf Times
Thursday, April 16, 2026

BUSINESS

Back to square one? Markets bet Iran war is over
By Mike Dolan
London

Global investors and the International 
Monetary Fund seem to agree the Iran 
war is likely over - bar the shouting. The 
energy market is less sure, and there could 
be an awful lot of shouting, but many asset 
prices have returned to square one, and 
 markets now see the conflict’s impact only 
at the margins.
The IMF’s unenviable task of forecasting 
global economic growth during a Middle  
East war and energy shock left as  many 
questions as answers, and a plethora of 
diff erent scenarios. Take your pick.
The Fund’s central conclusion was 
probably most powerful in what  it didn’t do 
rather than what it did.
The IMF made  no change to its global 
gross domestic product (GDP) growth 
forecast  for 2027 compared with its 
last update in January - three months 
before the war. Yes, it clipped this 
year’s expansion and there’s a lower 
starting point as a result. But next year is 

essentially expected to develop much like 
the Fund saw it pre-war in January and 
even back in October - 3.2% world growth.
Even before those forecasts were released 
on Tuesday, many in the markets had 
eff ectively decided the same.
Wall Street stocks returned to pre-
war levels of February 27 on Monday, 
completing a 565-point, near-10% round 
trip. The VIX “fear index” of implied 
volatility has subsided to its lowest since 
February.
Global stocks captured by the MSCI All 
Country World Index are not quite back 
there yet - but they’re just 1% from the 
record highs set two months ago. The 
pivotal euro/dollar exchange rate is back 
to February levels too.
Much has been  made in recent weeks 
of how little full-year corporate earnings 
forecasts have been aff ected by the oil 
shock. Flattered by tech and energy 
firm upgrades, aggregate 2026 earnings 
growth estimates have actually climbed 
2-3 percentage points since the war 
started. Calendar 2027 growth forecasts 
are still cruising at 18% and 11% for US and 

European blue chips,  respectively. Real or 
imagined, 12-month forward price/earnings 
valuations for the S&P 500 and MSCI all-
country  cheapened more than 10% in the 
month through early April.
The temptation to screen out the war, bet 
on eventual de-escalation  and focus on the 
year ahead has been hard to pass up.
That logic drove BlackRock - the world’s 
largest asset manager - to switch back 
this week to an overweight position in US 
stocks and emerging markets.
It’s not as if nothing has changed, of 
course.
With global oil and gas still bound up in the 
ongoing Gulf hiatus, front-month crude 
futures are still up a third and natural 
gas and fertiliser prices remain elevated. 
Airlines fear shortages of jet fuel ahead.
Even the IMF admits the longer the Middle 
East energy crunch persists, the more its 
“adverse scenarios” come into view.
Billionaire investorKen Griff inwarned on 
Tuesday of a “treacherous moment” and 
reckons closure of the Strait of Hormuz for 
6-12 months will end in global recession.
But the way oil futures are behaving, that’s 

still not the market’s best guess. Brent 
crude futures through this year and next 
show some normalisation. 
Even though they are still 10-15% higher 
than February levels, ready-reckoners 
- quick, rule-of-thumb models - suggest 
that would only shave 0.2-0.3 percentage 
 points off  global GDP growth.
That’s simply not enough  for portfolios to 
go to ground - whatever you think of the 
wider inflationary or political fallout.
The interest rate and bond markets 
have not returned to pre-war levels - the 
lingering risk of resurgent inflation and the 
outside chance of central bank rate rises 
keep them there.
While that’s still a guessing game that 
hinges on the length of the conflict too, 
10-year Treasury borrowing rates are still 
some 30 basis points above February 
levels and Federal Reserve futures markets 
only see about a 30% chance of rate cuts 
resuming by year-end. Mortgage rates 
have barreled higher too and corporate 
bonds have been rattled by jitters in the 
private credit world.
Global asset managers polled by Bank of 

America this month clearly scaled back 
their early-year bullishness, with sentiment 
gauges slipping back to last summer’s 
funk. Inflation expectations have climbed 
too. But chiming with oil futures, the 
weighted average of forecasts for year-end 
crude prices was $84  per barrel and “long 
oil” along with long global chip stocks were 
identified as the most crowded trades on 
the planet.
Less than 10% of funds surveyed expect 
recession ahead. While average cash levels 
stayed at 10-month highs last month, they 
remain well below prior extremes during 
last year’s April tariff  shock or the Ukraine 
invasion in 2022.
That’s not exactly complacency - but 
neither is it a panicked herd.
Second-guessing the conflict will remain 
a daily obsession, even if an increasingly 
price-insensitive one. But market de-
escalation has already begun. Only time 
will tell if that’s premature.

 Mike Dolan is a columnist for Reuters. 
The opinions expressed here are 
those of the author.

Hedge fund money is reshaping a 180-year-old insurance model
Bloomberg
New York

Alternative investment man-
agers are pouring unprece-
dented sums of money into 

the market for property cover, and 
reshaping a 180-year-old reinsur-
ance model in the process.

Allocations to catastrophe 
bonds and other insurance-linked 
securities popular among hedge 
funds and institutional investors 
rose 18% to reach a record $136bn 
last year, according to data pro-
vided by broker Aon Plc. That 
rise in alternative capital and “its 
infl uence in the broader reinsur-
ance market is growing because of 
the record growth in catastrophe 
bonds,” Aon told Bloomberg.

The shift promises to alter the 
face of a market whose basic role 
is to provide stable property cover 
during periods of sustained losses. 
It also raises questions as to wheth-
er reinsurers will gradually play a 
smaller role as the ultimate back-
stop for covering catastrophe risk.

Reinsurers may end up be-
coming more like risk managers, 
“shifting the risk to the capital 

markets which have trillions of 
dollars to invest,” Brian Schnei-
der, senior director of insurance at 
Fitch Ratings, said in an interview. 
And if “more and more of this 
business gets shifted to the capital 
markets, then maybe the tradi-
tional companies become less and 
less relevant.”

Reinsurers covered just over 
10% of total insured catastrophe 
losses in 2024, well below the his-
torical average of 20%, according 
to S&P Global Ratings. The indus-
try’s biggest fi rms have more than 
halved their exposure to insured 
disaster losses in recent years, 
S&P also said. 

Reinsurers are themselves the 
driving force behind the shift. 
That’s as urbanization, higher in-
fl ation and climate change com-
bine in ways that mean natural ca-
tastrophes are both more frequent 
and more devastating when they 
hit. The industry’s response has 
been to look for ways to offl  oad 
risk to capital markets.

They mainly do this by issuing 
cat bonds, an asset class that saw 
“breathtaking” growth in issuance 
last year, according to John Seo, 
managing director and co-founder 

of Fermat Capital Management, 
the biggest hedge fund inves-
tor specialized in such securities. 
Speaking in a February interview, 
Seo said he thinks “the issuance 
surge we’re seeing is far from over.”

Reinsurers are also attract-
ing record levels of private capital 

into so-called sidecars. Such ve-
hicles give third-party investors 
access to premiums, in exchange 
for which they must accept a slice 
of the risk associated with natu-
ral disasters. It’s a market that’s 
nearly tripled in size since 2023, 
reaching as much as $18bn today, 

with much of the growth coming 
from property catastrophe cover-
age, according to AM Best, a rating 
agency that tracks the insurance 
industry.

Germany’s Hannover Re re-
cently set up a Bermuda-based 
insurance agent to create bespoke 
catastrophe-related portfolios for 
hedge funds, pensions and other 
professional money managers.

“As part of the overall ILS activ-
ities that we have, we felt this was 
the missing piece,” said Michael 
Eberhardt, chief executive of the 
new venture, Hannover Re Capital 
Partners. “It allows us to leverage 
our own underwriting expertise 
and partner with third-party cap-
ital investors.”

Fitch notes that investors in 
sidecars can face potentially big-
ger losses than holders of cat 
bonds, should a natural disaster 
result in a trigger event. That’s be-
cause sidecars tend to be exposed 
to losses from more common sec-
ondary perils such as hailstorms, 
wildfi res and fl oods.

“There’s concern that maybe 
some naive capital is coming in,” 
and that “investors don’t really 
think they’re going to get hit by 

a lot of these secondary perils,” 
Schneider said. Reinsurers, mean-
while, face an erosion of their 
pricing power as private capital 
moves into the market. 

“Market conditions are now a 
little less favorable” as the supply 
of capital exceeds demand, said Ed 
Hochberg, head of global risk so-
lutions at Guy Carpenter, a broker.

Twelve Securis, which invests 
in both cat bonds and private ILS, 
says that competing in today’s 
market comes with new uncertain-
ties. “If hazards, exposures or cor-
relations are poorly understood, 
the apparent premium may refl ect 
mispriced or uncompensated risk,” 
it said in a recent report.

The infl ux of private capital 
is also impacting life and casu-
alty reinsurance. Blackstone Inc.-
backed funds last year agreed to 
back a roughly $1bn reinsurance 
vehicle that will assume risk from 
F&G Annuities & Life’s annuity 
business. Blackstone also teamed 
up with The Fidelis Partnership 
on a new Lloyd’s of London syndi-
cate launch, while Oaktree Capital 
Management and Germany’s Al-
lianz SE launched a reinsurance 
syndicate at Lloyd’s.

IMF cautions countries 
against broad fuel 
subsidies to deal with 
war-driven energy shock

Reuters
Washington

The war in the Middle East 
has intensifi ed strains on 
an already fragile global fi s-

cal situation, with higher interest 
rates and rising energy prices al-
ready fueling calls for support from 
emerging markets and develop-
ing economies, the International 
Monetary Fund said  on Wednesday 
in its Fiscal Monitor report.

Rodrigo Valdes, the IMF’s new 
fi scal aff airs  chief, said countries 
should eschew fuel subsidies  to 
help their citizens deal with a 
shortage of oil and the correspond-
ing  surge in energy prices. Target-
ed, temporary cash transfers  that 
do not mask higher prices would  be 
a far better option, he said.

“We don’t have oil. We don’t 
have energy. Energy needs to be 
more expensive for everybody, 
so that the adjustment happens 
and we consume less,” Valdes told 
Reuters in an interview.

The IMF on Tuesday cut its 
growth outlook due to war-driv-
en energy price spikes and sup-
ply disruptions, warning that the 
global economy could be driven to 
the brink of recession if the con-
fl ict worsens and oil stays above 
$100 per barrel through 2027.

“You can pass through (higher 
energy prices) and then you can 
do other things to help,” Valdes 
said. “It’s  a global shock and if 
countries suppress the price sig-
nal, the global price will be higher 
... It’s very important to give price 
signals so demand can adjust.”

Valdes said export controls, the 
extent of damage to energy in-
frastructure and  the capacity of 
other countries to boost oil out-
put would  shape the assessment 
of the war’s impact, and its policy 
implications. Once conditions 
stabilised, he  said it was critical 
that countries stay focused on 
longer-term challenges as public 
debt continued to increase, driven 
by expanded permanent spend-

ing on entitlement programs or 
reduced revenues, particularly in 
some of the largest economies.

Global government debt 
reached 93.9% of gross domestic 
product (GDP) in 2025, up nearly 
two percentage points from 92% 
a year earlier, and was expected 
to reach 100% of GDP by 2029, a 
year earlier than expected just a 
year ago, according to the IMF’s 
latest Fiscal Monitor.

That would mark the highest 
government debt burden since 
the aftermath of World War Two, 
the report said. Government debt 
was expected to keep rising and 
could reach  102.3% of GDP by 
2031, it added. Interest  payments 
had also risen sharply, hitting 
nearly 3% of GDP in 2025, up from 
2% four years ago, the IMF said.

Valdes warned of emerging 
risks, including a reshaping of 
debt markets that gives a larger 
role to investors such as hedge 
funds, who he said were “less 
fi rm hands to hold debt for the 
long run.” The duration of debt 
had also been declining, which 
meant that short-term interest 
rates transmitted more quickly to 
debt dynamics.

Other challenges included higher 
security costs, energy and climate 
transition spending and rising in-
terest bills at a time when revenues 
had not kept pace,  the IMF said in 
a blog accompanying the report. 
Trade and fi nancial fragmentation 
could further sap growth and push 
up borrowing costs, while political 
instability may undermine reforms 
and revenue collection. Abrupt 
shifts in markets, including in AI 
stocks, could tighten fi nancial con-
ditions quickly.

Valdes said countries needed 
to start working on fi scal con-
solidation once the immediate 
crisis was resolved. “There are 
some countries that are taking 
this seriously but many others 
we don’t see yet a plan that is 
spelled out,” he said, adding that 
even those with plans still had 
more work to do.

Hedge fund leverage 
powered by a few key 
banks sparks concerns
Bloomberg
New York

The growing dominance of 
a handful of banks sup-
plying billions of dollars to 

help juice bets at hedge funds and 
proprietary trading fi rms is spark-
ing new fi nancial stability risks, 
ratings agency S&P Global Inc 
warned.

Its latest analysis shows dis-
closed revenues relating to “mar-
kets fi nancing” at four major in-
vestment banks — BNP Paribas 
SA, Barclays Plc, Goldman Sachs 
Group Inc and Morgan Stanley — 
jumped 25% between 2024 and 
2025 to more than $24bn, rep-
resenting roughly 30% of these 
fi rms’ markets business at that 
time. Such scale and concentra-
tion creates a risk to fi nancial sta-
bility, the S&P report warned. 

Banks’ prime-brokerage units 
— which includes a range of serv-
ices to hedge funds and other in-
vestment fi rms — exceeded $2.5tn 
of lending in 2024, a fi gure that has 
doubled over the past four years, 
the report said. Hedge funds’ use 
of borrowed money to fuel their 
bets — known as leverage — has 
approached historic highs while 
assets overseen by those fi rms hit 
a record $5tn last year.

Regulatory concerns around 
non-bank investment fi rms have 
heightened since the collapse of 
Archegos Capital Management 
LP saddled lenders with $10bn of 
losses in 2021 and and hastened 
the demise of Credit Suisse Group. 
They have also scrutinised wheth-
er these funds have become too big 
to fail given their increasing pres-
ence in vital markets such as those 
for US and UK government bonds.

“A small network of global 
banks has underpinned nonbank 

trading fi rms’ ascent to the center 
of the fi nancial ecosystem,” the re-
port said. 

“Together with record leverage 
and scale and the concentration 
of such exposures in a handful 
of banks, this means the ecosys-
tem exhibits an inherent fragility 
that could be tested under severe 
stress,” it added, citing a potential 
impact on bank ratings. 

Data is also limited in this area, 
given many fi rms do not disclose 
such information, S&P said, add-
ing the true scale is diffi  cult to 
quantify.

That said, risk of failures in-
cluding large events such as the 
collapse of Archegos are rare, the 

report’s authors noted, saying 
banks are generally sound in man-
aging risks related to funding, li-
quidity, capital and earnings.

Watchdogs including the Fi-
nancial Stability Board and Bank 
of England have been trying to 
dig deeper into the links be-
tween banks and non-bank lend-
ers, while also warning about 
the potentially destabilising role 
of leveraged hedge fund bets in 
key markets including sovereign 
bonds.

The S&P report pointed to 
a boom in leverage tied to the 
growth in the basis trade in recent 
years. These are bets by a few of 
the world’s biggest hedge funds 

seeking to profi t from tiny price 
gaps between government bonds 
and derivatives known as futures, 
with the lion’s share focused on 
the deepest and the most liquid US 
Treasuries market. 

Risks can increase if banks of-
fer reduced haircuts and margin 
requirements to compete in the 
already concentrated markets fi -
nancing business, the report said.

Proprietary trading fi rms such 
as Jane Street and XTX, which 
have already grown to dominate 
some areas of the market, are ex-
pected to expand further and tie 
up more of banks’ balance sheets 
in the future, the report said, cre-
ating greater concentration risk.

The Goldman Sachs headquarters in New York. The growing dominance of a handful of banks supplying 
billions of dollars to help juice bets at hedge funds and proprietary trading firms is sparking new financial 
stability risks, ratings agency S&P Global warned.
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EM stocks, currencies rise

Reuters
Singapore

 Most emerging markets (EM) rose 

on Wednesday  as investors pinned 

their hopes on the likelihood that 

Iran and the US  would resume talks 

to end the Middle  East conflict, while 

Pakistani assets surged as  Saudi 

Arabia pledged financial support.

MSCI’s index tracking stocks 

rose 1.2% and was at its highest in 

over a month, while a currencies 

gauge edged up 0.1% as the US 

dollar neared six-week lows.

Crude prices were steady at $95 

a barrel, reflecting broader caution 

as the US military halted sea trade 

in and out of Iran, drawing threats 

from Tehran. Investors were also 

monitoring developments in 

Hungary after the centre-right 

TISZA party of Peter Magyar won 

a landslide victory in general elec-

tions over the weekend.

Magyar said that he would 

restore media freedoms after his 

cabinet takes  power and will speak 

with oil company MOL to ensure 

fuel security against the backdrop 

of the Mideast conflict.

Hungary’s local stocks index 

added 0.7% and has gained over 

15% this month as traders priced in 

 the change in government ahead 

of elections. The forint slipped  

0.1% against the euro, but is set for 

a monthly gain of 5.5% -  its biggest 

since 2012. Hard-currency bonds 

have also seen stellar gains.

The focus will now be on if and 

how soon the new government 

can implement fiscal reforms.

“There is certainly room for 

achieving cost savings from reform-

ing public procurement practices, 

but this will only materialise in the 

medium term,” said Yesenn El-Radhi, 

senior vice president of global sover-

eign ratings at Morningstar DBRS.

Moody’s said the country’s 

improved relationship with the EU 

could be a credit positive, while 

S&P Global said the unlocking of 

EU funding could begin although 

fiscal pressures are likely to persist. 

The latter ratings agency has 

issued Hungary a BBB- rating, a 

notch above  junk status.

Pakistani stocks jumped 2.7% 

to their highest since February 

23 and its international bonds 

gained nearly 1 cent on the dollar 

as Saudi Arabia said it will provide 

$3bn in additional support to help 

it bridge a multi-billion-dollar gap 

in its finances linked to an upcom-

ing debt repayment to the United 

Arab Emirates.

Asian markets rally as Trump 
fans fresh peace hopes
AFP
Hong Kong

Asian markets rose and crude 
dropped again Wednesday 
after Donald Trump said 

a second round of US-Iran talks 
could take place “over the next two 
days”, fuelling hopes for a deal that 
would reopen the Strait of Hormuz 
and allow crude to fl ow again.

In Tokyo, the Nikkei 225 closed 
up 0.4% to 58,134.24 points; Hong 
Kong - Hang Seng Index ended 
up 0.3% to 25,947.32 points; and 
Shanghai - Composite ended fl at 
at 4,027.21 points yesterday.

Traders were also cheered by 
news that Israel and Lebanon 
had agreed to launch direct ne-
gotiations, fuelling optimism for 
an end to a confl ict that has been 
a key sticking point in the fragile 
ceasefi re between Washington and 
Tehran.

While the United States con-
tinued a blockade of Iranian ports 
imposed following failed negotia-

tions in Islamabad at the weekend, 
the US president told the New 
York Post that a new round of talks 
could take place.

“You should stay there, really, 
because something could be hap-
pening over the next two days, and 
we’re more inclined to go there,” 
Trump was quoted as saying in a 

phone interview with a Post re-
porter in the Pakistani capital.

He later told FOX Business’s 
“Mornings with Maria” -- in an 
interview to air Wednesday -- 
that the war was “very close to be-
ing over”.

Senior Pakistani sources earlier 
told AFP the country was working 

to bring the two sides back togeth-
er, with one saying negotiators 
were working to extend the cur-
rent two-week ceasefi re.

The comments from Trump 
provided a fresh boost to equi-
ties, which were already rising this 
week on optimism the six-week 
confl ict, which has sent chills 
through the world economy, could 
be close to an end.

After all three main indexes 
on Wall Street rallied -- with the 
Nasdaq and S&P 500 back well 
above pre-war levels -- Asia fol-
lowed suit.

Gains were led by Seoul, which 
was the standout performer be-
fore hostilities broke out on Feb-
ruary 28 and then became one of 
the worst.

The Kospi jumped more than 
two percent and was just a few 
hundred points short of its all-
time peak, while Tokyo, Hong 
Kong, Sydney, Mumbai, Bangkok, 
Wellington, Taipei, Singapore and 
Manila were also well up. Shang-
hai was fl at.

A pedestrian walks past the Tokyo Stock Exchange building. The Nikkei 
225 closed up 0.4% to 58,134.24 points yesterday.
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Hedge funds pivot to bearish dollar bets on US-Iran talks optimism
Bloomberg
New York

Hedge funds are increasingly 
downbeat on the dollar as the 
prospect of renewed US-Iran talks 
and a possible peace deal sap the 
currency’s war-driven strength. 
Investors added to their bearish 
dollar trades this month through 
April 10, based on a proprietary 
trading model from Morgan 
Stanley.
In the options market, so-called 
risk reversals on the Bloomberg 
dollar index show the premium to 
hedge against a stronger dollar 
compared with bets against a 
weaker greenback has narrowed 
this month. 
Options pricing also indicates a 
shift in the past few days in tactical 
dollar positioning to roughly 
neutral levels from the most bullish 
in more than a year just last month, 
according to a Goldman Sachs 
note dated April 15. 
“From what we’re seeing, the 
hedge fund community is using 
choppy conditions to fade the 
dollar, selling into strength rather 
than buying dips,” said Ivan 

Stamenovic, head of Asia Pacific 
Group-of-10 currency trading at 
Bank of America Corp in Hong 
Kong.
The dollar’s turnaround has been 
swift. Bloomberg’s dollar index 
jumped 2.4% in March, its biggest 
monthly gain since July, as haven 
demand during the Middle East 
conflict bolstered demand for the 
world’s reserve currency. 
“The path to a weaker dollar 
is widening, not narrowing,” 
Morgan Stanley analysts Molly 
Nickolin, David Adams and Andrew 
Watrous wrote in a research report 
published on Tuesday. 
“A ceasefire may be positive 
for risk currencies in the near-
term, but we think medium-term 
dollar weakness may be more 
concentrated versus major peers,” 
such as the euro, yen, Swiss franc, 
they said.
The argument for more weakness 
is shared by a growing number 
of dollar watchers, including 
Kenneth Rogoff , who said that the 
greenback was “probably at least 
still 20% overvalued,” and was at 
risk of a long-term correction as a 
result. 
In an interview with Bloomberg 

TV, the former chief economist at 
the International Monetary Fund 
added that the war may accelerate 
movements by Europe and 
other regions to become “more 
independent of the dollar.”
Pressure to sell the greenback 
began building last week after 
an initial two-week ceasefire was 
announced, triggering the biggest 

one-day decline in the Bloomberg 
dollar index in more than two 
months.
“The hedge fund community had 
been waiting to sell the dollar, 
and the first ceasefire proved 
the catalyst,” said Antony Foster, 
head of Group-of-10 spot trading 
at Nomura International Plc in 
London. 

“It was one of the heaviest dollar 
sell days I’ve seen in a while, 
across most G-10 pairs in cash and 
options,” referring to the April 8 
trading.
Trading in euro-dollar call options 
of €100mn ($118mn) or more was 
50% bigger than that of puts on 
Tuesday, according to data from 
the Depository Trust & Clearing 
Corp. Call options profit from euro 
gains, while put options rise if the 
dollar strengthens.
“In the near term, we’re seeing 
fast-money accounts buying euro 
upside via relatively cheap option 
structures,” said Richard Oliver, 
global head of FX cash at HSBC 
Holdings Plc in London. “Modest 
de-dollarisation is becoming an 
increasingly important medium-
term theme.”
Asset manager SGMC Capital Pte 
in Singapore was among those 
who took advantage of the dollar’s 
gain in March to add bearish bets, 
according to chief executive off icer 
Massimiliano Bondurri.
“We have been using the recent 
dollar strength to gradually add to 
bearish positions, as we expect any 
eventual de-escalation to weaken 
the greenback,” he said.

There’s scope for further dollar 
declines if a more durable truce is 
reached, Bondurri said, identifying 
preferred trades including selling 
the US currency against the 
Australian dollar, Mexican peso 
and Brazilian real.
“FX flows have been consistent 
with asset managers who are quick 
to reduce risk and buy dollar at the 
start of the war, but now starting 
to look through it,” said Jerry 
Minier, global head of linear G-10 
FX trading at Citigroup in London. 
“Many managers acknowledge 
that once peace is made the 
underlying dynamics driving a 
weaker dollar will return. Recent 
dollar weakness reflects that shift 
in narrative.”
While there’s still uncertainty over 
how long the US-Iran war will last, 
there are increasing prospects that 
it may end up doing more harm 
than good to the dollar.
“Net-net, the dollar appears to 
be emerging worse-off  from the 
conflict,” JPMorgan Chase & Co 
analysts wrote in a client note 
published last week. In the medium 
term, the greenback might “make 
another run toward the year’s 
lows,” they said.

A worker counts US dollar banknotes. Hedge funds are increasingly 
downbeat on the dollar as the prospect of renewed US-Iran talks and a 
possible peace deal sap the currency’s war-driven strength.

US import prices increase below expectations
Reuters
Washington

US import prices increased less 
than expected in March, though 
the trend still pointed to fi rming 

imported infl ationary pressures as the 
Middle East confl ict boosts oil prices and 
snarls supply chains.

Economists shrugged off  the  report 
from the Labor Department on Wednes-
day and said they expected the oil price 
surge from the US-Israeli war with Iran  to 
show in April’s import price data.

“The  less-than-expected increase in 
import prices most likely refl ects timing 
diff erences between when the oil that en-
tered US ports was shipped  and the spot 
price of oil,” said John Ryding, chief eco-
nomic advisor  at Brean Capital. “The av-
erage crude oil price arriving in the  Unit-
ed States in March was up 7.8% compared 
to a Brent price of 45.5%. The bulk of the 
March oil price increase has yet to show 
up in this report.”

Import prices rose 0.8% last month 
after a downwardly revised 0.9% gain in 

February, the Labor Department’s Bu-
reau of Labor Statistics said. Economists 
polled by Reuters had forecast import 
prices, which exclude tariff s, increasing 
2.0% after a previously reported 1.3% rise 
in February.

The BLS asks businesses to provide im-
port prices for the fi rst business day of 
the month, or as close to that day as pos-
sible. Oil prices have jumped more than 
35% since the confl ict started at the end of 
February. President Donald Trump has im-
posed a blockade of the Strait of Hormuz, 
which halted seaborne trade in and out of 
Iran. The war has also disrupted shipments 
of commodities, including fertiliser.

In  the 12 months through March, im-
port prices shot up 2.1%. That was the 
largest year-on-year rise since Decem-
ber 2024, and followed a 1.0% increase in 
February.

“Whether it is higher shipping costs 
from supply disruptions or foreign man-
ufacturers no longer off setting the tar-
iff s with their own product price cuts, 
import price infl ation is on its way  up, 
and then adding insult to injury, once 
the ships dock here, the  imported goods 

are hit with the tariff s,” said Christopher 
Rupkey, chief economist at FWDBONDS. 
“The consumer is losing, and will con-
tinue  to lose.” Higher oil prices raised 
consumer and producer prices in March, 
government data showed recently.

Imported fuel prices rose 2.9% last 
month after advancing 2.4% in February. 
Imported natural gas prices tumbled 71.0%. 
The BLS said eff ective with March’s report, 
“directly collected data for import natu-
ral gas prices is replaced with non-survey 
sources for price index calculation.” It said 
the switch to an alternative data source did 
not create a break in the series.

Imported food prices gained 0.5%. Ex-
cluding food and energy, import prices 
increased 0.6% after rising 0.9% in Feb-
ruary. The so-called core import prices 
soared 3.5% in the 12 months through 
March. Stocks on Wall Street rose. The 
dollar was little changed against a basket 
of currencies. 

US Treasury yields fell. Prices of im-
ported capital goods advanced 0.5% amid 
strong increases in the costs of none-
lectrical machinery and transportation 
equipment excluding motor vehicles.

IMF chief warns of 
‘tough times’ if oil 
prices stay high
AFP
Washington

IMF chief Kristalina Georgieva warned on 
Wednesday of diffi  cult times ahead for the 
global economy if war in the Middle East is 

unresolved and oil prices stay high, adding that 
infl ation risks could seep into food prices.

“We must brace for tough times ahead” if the 
confl ict persists, she told reporters at a press 
briefi ng during the International Monetary Fund 
and World Bank’s spring meetings in Washington.

The gathering brings government and fi nancial 
leaders to the US capital this week, with policy-
makers looking to limit economic fallout from the 
war. US-Israeli strikes launched against Iran on 
February 28 sparked Tehran’s retaliation, virtually 
closing the Strait of Hormuz, a key shipping route 
for oil and fertilisers.

Energy prices have since surged, squeezing 
countries -- especially vulnerable economies and 
those dependent on oil exports from the region.

“We are concerned about risks for infl ation, 
moving into food prices should the delivery of 
fertilizers at a reasonable price (not be) restarted 
soon,” Georgieva said.

But as countries move to limit price shocks on 
their citizens, Georgieva urged central banks to 
“wait and see” before adjusting interest rates if 
they can do so.

She said this was particularly the case where 
the public has a “well-anchored” expectation of 
infl ation being kept under control.

“If we are to move faster out of the war, it may 
not be necessary to take action,” she said.

But she conceded that countries where central 
banks lack such credibility might need to send 
stronger signals.

For now, “we are still at a time when a faster 
resolution of hostilities is possible,” she said.

She urged IMF member countries to come for-
ward to the Washington-based lender if they need 
fi nancial assistance during the confl ict.

International Monetary Fund managing director 
Kristalina Georgieva.

Wall Street goes bottom fi shing in 
beaten-down software stocks
Bloomberg
New York

Wall Street has gotten 
repeatedly burned 
calling a bottom in 

software stocks, which have 
been hit hard by fears that ar-
tificial intelligence will make 
the companies obsolete. But 
this week’s bounce is bring-
ing some bottom-fishing in-
vestors back to the group on 
hopes that the worst may fi-
nally be over.

In just the past two ses-
sions, a popular exchange-
traded fund that tracks the 
software industry is up 6.4%, 
Oracle Corp has soared 18%, 
and Microsoft Corp and Pal-
antir Technologies Inc have 
gained 6%. 

“This idea that AI is go-
ing to destroy every software 
company is I think a little bit 
hard to get on board with, or 
at least premature,” said Emi-
ly Roland, co-chief invest-
ment strategist at Manulife 
John Hancock Investments.

The rally is following an 
extended period of weakness. 
The iShares Expanded Tech-
Software Sector ETF, bet-
ter known by its ticker IGV, 
closed on Friday at its lowest 
since November 2023 and re-
mains down 24% this year. 

Even with the two-day 
surge, Oracle has lost 14% in 
2026. And Microsoft’s 18% 
decline puts it neck-and-neck 
with Tesla Inc for worst per-
former among the Magnifi cent 
Seven technology giants.

The slump reflects ongoing 
fears that long-term demand 
for software will be perma-
nently weakened by offerings 
from AI companies like An-
thropic and OpenAI, weigh-
ing on pricing power, revenue 
growth and margins, all of 
which will erode the sector’s 
historically lofty multiples. 
However, that disruption risk 

is far more apparent in senti-
ment than in the companies’ 
financials. And valuations are 
now so washed out from the 
selloff that some investors see 
an opportunity to buy back in.

In a sign of how jittery in-
vestors are, software stocks 
pared gains on Tuesday af-
ternoon following a report 
from the Information that 
Anthropic is preparing to re-
lease a new AI-powered tool 
for designing websites and 
presentations.

Market technicals also sup-
port the case for a software 
rebound, according to Adam 
Turnquist, chief technical 
strategist for LPL Financial. 
The S&P North American 
Technology Software Index 
found support near the 1,600 
level, and a rally above 1,908 
would raise the possibility of 
a double-bottom breakout, 

he said. “The software sector 
remains in a downtrend and 
still has technical damage to 
repair before evidence aligns 
for a bottom,” Turnquist said. 
“But improving momentum 
and volume trends suggest 
selling pressure may be losing 
some steam.” 

In a vote of confidence for 
the group, famed investor 
Michael Burry on Monday 
touted his positions in a few 
software companies, includ-
ing Veeva Systems Inc, Au-
todesk Inc and Adobe Inc, the 
maker of Photoshop, which 
has become the poster child 
for AI disruption fears while 
plunging more than 30% 
this year. Wall Street ana-
lysts have also been raising 
their earnings estimates for 
the sector. Profits at software 
and services companies are 
expected to increase 16.5% in 

2027, according to Bloomberg 
Intelligence data. At the end 
of February, the figure was 
15.7%. And there’s a similarly 
improving trend in 2027 rev-
enue expectations. 

The combination of rising 
projections and falling prices 
has helped the group’s valua-
tion. The S&P North Ameri-
can Expanded Technology 
Software Index, which IGV 
tracks, is trading at about 21 
times forward earnings, down 
from almost 40 in July and 
well below its 10-year average 
for 34. 

Some big software stocks 
are at multiples that would’ve 
been unthinkable just a few 
years ago. 

Salesforce Inc, for example, 
trades for less than 13 times 
estimated earnings, a frac-
tion of its 10-year average of 
45. Adobe is below 10 times, 

down from its 10-year aver-
age of 30. Both multiples are 
near record lows. 

“Fundamentals aren’t all 
bad within software,” said 
Jonathan Dane, chief invest-
ment officer at Defiant Capi-
tal Group, which manages 
over $1bn in family wealth. 
But all of the stocks “are be-
ing lumped into the same dis-
ruption narrative.” 

While he expects more 
volatility in the sector, “Mi-
crosoft and Oracle are stand-
ing out as starting to get really 
attractive,” he added.

To be sure, there are plen-
ty of investors who are wary 
of buying the software dip 
given the challenges facing 
the industry, such as declin-
ing revenue growth and the 
rapid progression of AI in 
which each update seems to 
herald a new leap in capabil-
ity. In other words, a company 
that looks safe or cheap today 
could turn into a problem to-
morrow.

“We have a valuation bias, 
so we like things that are 
cheap and normally software 
would sort of get our interest. 
But the more time we spend 
on it, the more uncertain it 
is,” said Brad Conger, chief 
investment officer at Hirtle 
Callaghan & Co. “I’m not in-
terested in finding a bottom.” 

To Wall Street pros, it all 
comes down to time. As the 
AI bull cycle runs on, the 
winners and losers will reveal 
themselves. “Everyone will 
have to go through some pain 
to get to the other side. 

There are probably some 
zombie software companies 
out there now,” said Brian 
Kersmanc, portfolio man-
ager at GQG Partners, which 
has about $162.5bn in assets. 
“This is a forest fire that will 
clear out the underbrush. 
Eventually we will be able 
to see which trees are the 
strongest.”

A trader works on the floor at the New York Stock Exchange. Wall Street has gotten repeatedly 
burned calling a bottom in software stocks, which have been hit hard by fears that artificial 
intelligence will make the companies obsolete.

Al-Kuwari meets German counterpart

HE the Minister of Finance Ali bin Ahmed al-Kuwari met with Minister of Finance 
of the Federal Republic of Germany Lars Klingbeil, on the sidelines of the Spring 
Meetings of the International Monetary Fund (IMF) and the World Bank Group 
(WBG), reports QNA. During the meeting, they discussed a range of financial and 
economic topics, developments at both the regional and international levels, and 
the associated challenges, particularly with regard to issues of mutual interest 
between the two sides.



Europe’s new border system is not ready for summer travel
By Alex Macheras

Europe has introduced its most significant 

overhaul of external border control in 

decades. It has also introduced a new point 

of friction into the passenger journey at 

precisely the moment the system faces its 

first real stress test.

The Entry/Exit System, known as EES, 

became fully operational across the Schengen 

area on April 10. Its objective is clear. Replace 

manual passport stamping with a centralised 

digital system that records biometric data for 

non-EU travellers, tracks entries and exits, and 

identifies overstays with far greater accuracy. 

British, American and Gulf passengers arriving 

into Europe now provide fingerprints, a facial 

image and passport details at the border. In 

policy terms, the logic is sound. In operational 

terms, the execution is already under strain.

Queues of several hours have been reported 

within days of full implementation. These are 

not isolated disruptions linked to a single air-

port or a temporary systems issue. They reflect 

a structural mismatch between how the system 

is designed to function and how airports actu-

ally operate at scale.

The warning signs were visible well before 

April. EES was introduced in phases, gradually 

expanding coverage from a small propor-

tion of travellers to full deployment. At each 

stage, there were indications that processing 

times were longer than expected and that the 

supporting infrastructure was not consistently 

reliable. Airports such as Lisbon experienced 

suff icient disruption to suspend use of the sys-

tem temporarily, supported by additional police 

staff ing to manage queues. That response 

alone should have been enough to signal that 

the system was not yet ready for universal 

application.

What has happened since full implementa-

tion is predictable. Border processing now 

includes biometric capture for every eligible 

passenger. That adds time to each individual 

transaction. The European Commission has 

pointed to an average processing time of 

around 70 seconds per passenger. The figure 

is technically correct and operationally mislead-

ing. Airports do not function on averages. They 

function on peaks.

When multiple long-haul aircraft arrive 

within a narrow window, several hundred 

passengers can reach immigration at the 

same time. A marginal increase in processing 

time per passenger quickly compounds into 

significant queues. 

Add even a small disruption, such as a 

non-functioning kiosk or a shortage of border 

off icers, and the system slows further. Once 

a queue begins to build, it does not dissipate 

quickly. It feeds into itself.

This dynamic is well understood within the 

industry. Airport infrastructure is built around 

waves of arrivals and departures, particularly 

at major hubs. Morning transatlantic arrivals, 

evening long-haul banks, and high-density 

short-haul peaks create predictable surges in pas-

senger flow. Any system that adds friction at the 

border must be designed to handle those surges, 

not theoretical averages spread across a day.

The EES system, in its current state, strug-

gles to do that. Airlines and airport operators 

had raised concerns months before full rollout. 

Industry bodies including Airports Council In-

ternational Europe, Airlines for Europe and the 

International Air Transport Association identi-

fied three core risks: Insuff icient border staff ing, 

unresolved technology issues, and the absence 

of a widely available pre-registration tool that 

would allow passengers to complete part of the 

process before arriving at the airport.

Those concerns remain valid. Staff ing levels 

at many border checkpoints are tight, even dur-

ing normal operations. The addition of biomet-

ric processing increases the workload at each 

position. Technology reliability has improved 

compared with early trials, yet failures continue 

to occur, particularly at automated kiosks. The 

pre-registration application, designed to reduce 

pressure by shifting part of the process away 

from the airport, remains limited in its avail-

ability. As a result, the entire burden falls on the 

border itself.

The implications are already visible. Passen-

gers are missing flights because they cannot 

clear immigration in time, airlines are adjusting 

boarding processes to account for uncertainty 

at outbound passport control, and airports are 

managing queues that extend far beyond the 

physical space originally designed for border 

processing. 

The impact is not evenly distributed. Air-

ports with a high proportion of non-EU arrivals 

are under greater pressure, particularly those 

handling long-haul traff ic from North America, 

the Gulf and Asia. These passengers must all 

pass through EES processing, and they often 

arrive in concentrated waves. For those air-

ports, the system introduces a new constraint 

on throughput at precisely the busiest points 

in the day.

There is also a reputational dimension. Pas-

sengers do not distinguish between an airport 

operator, a national border authority or an EU-

managed system. The experience is interpreted 

as a single journey. Long queues at immigra-

tion become an airport problem in the eyes of 

the traveller, regardless of where responsibility 

sits. That matters for hubs that have invested 

heavily in eff iciency and service as part of their 

competitive positioning.

The timing compounds the challenge. 

Europe is approaching the peak summer travel 

period, when passenger volumes increase 

significantly across all major hubs. July and 

August will bring sustained pressure rather 

than isolated peaks. The system has yet to 

demonstrate that it can operate smoothly 

under those conditions.

At the same time, the wider aviation environ-

ment is already complex. Airlines are managing 

higher operating costs, network adjustments 

linked to geopolitical developments, and 

continued supply constraints on aircraft 

deliveries. Passenger demand remains strong, 

yet expectations around reliability and ease of 

travel have risen. Border friction sits directly 

within that expectation.

None of this suggests that EES is an un-

necessary policy. The objective of accurately 

tracking entries and exits, identifying overstays 

and strengthening external border security is 

legitimate. The system has already processed 

tens of millions of crossings and contributed 

to enforcement outcomes that were not previ-

ously possible at scale. The issue is not the 

concept. It is the timing and the readiness of 

the infrastructure supporting it.

A more flexible approach to implementation 

would reflect operational reality. Allowing tem-

porary suspensions or scaled-back processing 

during peak periods would provide immediate 

relief while technical and staff ing issues are ad-

dressed. Accelerating the rollout of pre-registra-

tion tools would shift part of the process away 

from the border itself, reducing pressure where 

it is most acute. Investment in staff ing and 

equipment reliability is equally essential.

 The author is an aviation analyst. 

X handle: @AlexInAir.

Jet fuel shock from 
Iran war worsens 
crisis for airlines
Reuters
Brussels/London

Air travel’s  worst crisis in 

years lurched deeper  on 

Tuesday as Qantas Airways 

warned of spiralling costs, 

Lufthansa said it may have 

to ground planes  and Virgin 

Atlantic flagged a looming 

supply crunch, with  the 

Iran conflict squeezing fuel 

supplies. 

The war has  upended 

routes between Asia and Eu-

rope that relied on Gulf hubs, 

while a doubling of jet fuel 

prices and tightening of sup-

plies are hitting airlines hard. 

Since the US-Israeli strikes on 

Iran began on February 28, 

carriers have hiked air fares, 

introduced fuel surcharges 

and cut routes.

Underscoring eff orts to 

preserve cash, Qantas has 

delayed a planned share 

buyback, citing higher and 

volatile fuel prices, one of 

the first major carriers to 

stall shareholder returns. 

Meanwhile, Lufthansa CEO 

Carsten Spohr warned that 

jet fuel supplies will remain 

constrained, driving up 

costs.

“Kerosene will remain in 

short supply and therefore 

more expensive for the rest 

of the year,” Spohr told Ger-

man newspaper Frankfurter 

Allgemeine Zeitung.

Lufthansa has not  yet 

grounded planes due to 

shortages but this “may be 

unavoidable” as kerosene 

availability is already critical 

at some airports, particu-

larly in Asia, he said. In South 

Korea, low-cost carrier T’way 

Air plans to furlough some 

cabin crew without pay in 

May and June, a  local report 

said, among the first carriers 

to reduce staff ing. A two-

week ceasefire  has provided 

little relief with the Strait of 

Hormuz still shut, removing 

roughly a fifth of  global oil 

and liquefied natural gas 

supplies from the market 

and refineries will take time 

to repair damage inflicted 

on them.

“Despite the pause in 

the conflict we remain con-

cerned about jet kerosene 

supply and price increase,” 

UBS analyst Jarrod Castle 

said in a note on Tuesday, 

adding that December jet 

kerosene futures prices are 

still up more than 50%year-

on-year.

Fuel, typically airlines’ 

second-largest cost after 

labour, accounts for about 

27% of operating expenses. 

Prices have more than dou-

bled since the conflict began, 

far outpacing a roughly 50% 

rise in crude prices before 

the ceasefire.

United-American mega deal could raise fares, face roadblock
Reuters
New York

A potential deal  between United 

Airlines and American Airlines would 

create an industry behemoth and 

invite extraordinary scrutiny from 

regulators, labour unions and  con-

sumer advocates, all wary of higher 

fares  and reduced competition.

United Airlines CEO Scott Kirby 

pitched a potential merger of the 

two carriers to US President  Donald 

Trump in late February, according to 

two sources familiar  with the matter, 

but industry off icials were quick to 

highlight  the formidable antitrust 

obstacles such a deal would face.

The details of Kirby’s proposal 

were not immediately clear. United 

declined to comment on the antitrust 

implications of a potential merger.

“This seems hopeless to me. There 

are huge overlaps on a number of 

routes and in various metropolitan 

areas (such as Chicago). No amount 

of divestitures would fix it,” said 

William Kovacic, director of the 

competition law centre at George 

Washington University.

American Airlines’ shares rose 

7% in morning trading, as inves-

tors viewed a potential deal as a 

rare bright spot for a carrier that 

has struggled in recent quarters to 

deliver consistent profits and bring 

costs under control. United shares 

were up about 2%.

“In terms of valuation, we imagine 

American would anchor to their 

unencumbered asset base of over 

$14bn and  argue for a valuation over 

$20/share, though (we) wonder if 

that is realistic, given how much 

their leverage would alter United’s 

risk profile,” TD Cowen analyst Tom 

Fitzgerald said.

A $20 per share valuation would 

command a 78% premium to 

American’s last close. Among other 

carriers, JetBlue Airways jumped 9%, 

while Alaska Air rose 7%,  Southwest 

added 6% and Delta Air Lines gained 

6%, as crude oil prices  fell on Tues-

day. Even if United and American 

were able to make their case to the 

Trump administration, scrutiny  could 

come from other quarters.

States are taking an increasingly 

active role in policing mergers. A 

state coalition recently sued to 

unwind Nexstar’s acquisition of rival 

broadcast station owner Tegna. 

Competitors or even customers can 

also sue to block deals.

Spokespeople for the attorneys 

general in Illinois, where United is 

based, and Texas, where American is 

headquartered, did not immediately 

respond to requests for comment.

American has been trying to 

close the gap with rivals Delta Air 

Lines and United Airlines, which 

have pulled ahead by capitalising on 

strong demand for premium travel 

and better tailoring their products to 

shifts in the market.

Before any divestitures, the com-

bined carriers pro forma network 

would be a behemoth, with a 50% or 

greater share of domestic capacity at 

159 airports, Fitzgerald said.

For United, a deal of this scale 

could provide the step-change in 

capacity and market share it  would 

need to establish a clear lead over 

rival  Delta Air, which has long domi-

nated the industry in profitability and 

premium revenue.

“A United-American deal would 

reduce the ‘Big 4’ to a ‘Big 3’ with one 

dominant player. There would likely 

be competitive issues in many city-

pair routes and hubs,” said antitrust 

lawyer Andre Barlow with DBM Law 

Group.

“I am not sure this deal can get 

done. The Trump administration 

is concerned about aff ordability 

issues and this deal would reduce 

choices and give the airlines more 

pricing power, which means higher 

fees for consumers so I would think 

this would get a rigorous review,” 

Barlow added.

Doubts over operational 
feasibility of ICAO’s 
CORSIA mandatory phase
By Santhosh V Perumal
Business Reporter

Global airlines, which otherwise 

find it diff icult to meander the 

Iran war created air pocket and 

resultant disruptions, now have 

to manoeuvre Carbon Off set-

ting and Reduction Scheme for 

International Aviation (CORSIA), 

whose mandatory phase is set 

to begin within a few months.

The mandatory phase of 

the International Civil Aviation 

Organisation’s (ICAO) CORSIA, 

which allows airlines to meet 

obligations via carbon off set 

credits and sustainable aviation 

fuels (SAF), from 2027 is struc-

turally intact but doubts linger 

over its operational feasibility 

and environmental integrity in 

view of the Iran war, disrupting 

critical air corridors and trigger-

ing fuel price spikes.

CORSIA has been implement-

ed in a phased manner with 

a pilot phase (2021-23), a first 

phase (2024-26), and a second 

phase (2027-35). For the first 

two phases (2021-26), participa-

tion is voluntary and from 2027 

onwards, participation will be 

determined based on 2018 RTK 

(revenue tonne kilometer) data.

The mandatory phase is 

slated to generate massive 

demand for carbon credits, 

potentially reaching 500–1,300 

MtCO2e (million tonnes of 

carbon dioxide equivalent) by 

2035.

Given the worst-ever aviation 

shocks in the form of more than 

doubled jet fuel prices, closed/

restricted major airspace, 

cancelled flights, and fuel short-

ages in some regions; CORSIA, 

the first-ever global sector-wide 

carbon market mechanism, 

might see exemptions, reduced 

obligations and slow pace in 

adoption in the short-term.

An indication of a possible 

slow implementation has 

come from the Airlines for 

Europe (A4E), representing 16 

major European airline groups, 

requesting the European Union 

(EU) to introduce a raft of crisis 

response measures, including 

a temporary suspension of 

the EU cap-and-trade carbon 

emissions quota system (ETS, 

Emission Trading System). The 

group cites a sharp rise in fuel 

costs since early March due to 

the Middle East conflict.

Undermining CORSIA’s 

global uniformity advantage, 

the present crisis may lead to 

increased fragmentation risks 

as the regions like the EU, Asia, 

and the Middle East, which 

have been the hardest hit, may 

apply diff erent rules and priori-

tise national interests.

CORSIA, which works better 

in stable conditions and strug-

gles during shocks when costs 

spike, is a global off setting 

scheme, whereby airlines and 

other aircraft operators off set 

any growth in carbon dioxide 

(CO2) emissions above 85% of 

2019 levels.

Aviation emissions from 

international flights have not 

been included in the global 

climate regime administered by 

the United Nations Framework 

Convention on Climate Change, 

as these fall outside of the 

scope of nationally-determined 

climate action.

Instead, these come under 

the purview of the ICAO, whose 

data suggest nearly 99% of 

international aviation emissions 

are already monitored and 

reported, indicating institu-

tional readiness for CORSIA. As 

of 1 January 2019, all aircraft 

operators with emissions 

greater than 10,000 tonnes of 

CO2 need to report their emis-

sions to their national authority 

annually.

Airlines and other aircraft op-

erators are subject to off setting 

requirements, which are deter-

mined by the CO2 they emit on 

flights subject to off setting. 

This includes all aircraft op-

erators, from large passenger 

airlines, cargo airlines, business 

aviation and even private 

aviation.

The scheme is designed 

to off set emissions growth 

relative to a baseline but the 

environmental signal becomes 

distorted in a disrupted 

environment. Analysts expect 

reduced demand for CORSIA 

credits as lower traff ic lead to 

temporary decrease in off set-

ting obligations and high fuel 

costs elevates financial burden 

for the airlines, for which it is 

survival and not the off sets.

CORSIA depends on aviation 

growth, thus bearing a direct 

relationship. Lower the emis-

sions, the lower the off set de-

mand. CORSIA carbon futures 

continued its declining phase 

as the supply of credits crept 

higher and the Iran war pushed 

up jet fuel prices, leading to 

expectations of a possible 

downturn in demand from the 

aviation sector, according to 

Carbon Pulse.

The futures for Phase 1 re-

cently touched a 15-month low 

due to higher than expected 

issuance of eligible emissions 

units (EEUs), partly due to 

reduced aviation activity, lower-

ing the demand for carbon 

off sets.

A Quantum Commodity 

Intelligence note suggested 

that the airlines are postponing 

carbon credit purchases due to 

the Iran war. It is forecast that 

CORSIA will stabilise net CO2 

emissions from international 

aviation at between 550mn and 

600mn tonnes of CO2 annually, 

between 2024 and 2035.

The International Air 

Transport Association or IATA 

expects airlines to purchase 

upwards of 200mn EEUs for 

Phase 1 compliance by late 

2027, at an estimated cost of 

$4-5bn, rising to nearly 2bn 

EEUs through to 2035.

Despite strong policy sup-

port, SAF – which is a vital part 

of CORSIA -- still represents 

only a very small fraction of 

global aviation fuel use. In 

times of crisis, supply chains 

for these fuels may face further 

disruption, reinforcing reliance 

on carbon off sets.
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An American Airlines aircraft flies past the tail of a United Airlines 
aircraft as it lands at Reagan National Airport in Arlington, Virginia. 
A potential deal between United Airlines and American Airlines will 
create an industry behemoth and invite extraordinary scrutiny from 
regulators, labour unions and consumer advocates, all wary of higher 
fares  and reduced competition.

Global airlines, which otherwise fi nd it diffi  cult to meander the Iran war created 
air pocket and resultant disruptions, now have to manoeuvre Carbon Off setting 
and Reduction Scheme for International Aviation, whose mandatory phase is set 
to begin within a few months

A ground staff  member stands beside a fuel attachment 
to a Qantas plane at Sydney airport. Air travel’s  worst 
crisis in years lurched deeper  as Qantas Airways warned 
of spiralling costs, Lufthansa said it may have to ground 
planes  and Virgin Atlantic flagged a looming supply 
crunch, with  the Iran conflict squeezing fuel supplies.
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