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REPORT

Economic outlook improving amid high oil prices
and buoyant consumer activity

Kuwait’s economic performance and outlook has looked on a stronger footing in recent months, despite fresh
shocks to the global economy from the Ukraine war and Covid-linked lockdowns in China. Oil prices have
surged, rising more than 50% so far in 2022 to the current level of $117/bbl (ICE Brent, as of 28 June) and
crude oil production, 2.64 mb/d in May, is increasing each month as Kuwait ramps up output as part of the
OPEC+ supply schedule. (Chart 1.) Production growth will accelerate in July and August until output hits 2.81
mb/d, reversing all the pandemic-era production cuts started in May 2020.

Consumer spending has continued to be buoyant,
with the most recent Knet data showing sales at
KD2.7 billion in May, up almost 21% year-on-year.
(Chart 2)) Bank lending growth has also been strong,
with April’s domestic credit expanding at the fastest
annual rate in at least thirteen years (+9.3% y/y).
While household lending has largely driven the
post-pandemic rebound, business credit has picked
up this year, benefitting from the normalization
of economic activities and the lifting of Covid-19
restriction. Robust domestic consumption is helping
to underpin the non-oil sector’s post-pandemic re-
covery. Another driver of non-oil economic growth
is real estate. And here activity has also ticked up, with
demand for investment and commercial real estate
now increasing in prominence—2021 saw demand
for residential properties lead the recovery. Total real
estate sales in the five months to May reached KD1.63
billion (cumulative), up almost 15% on the same period
last year. Meanwhile, Kuwait’s public finances have

P Chart 1: Oil prices - ($/bbl)
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P Chart 2: Consumer spending - (KD billion)
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benefitted immensely from the rise in oil prices. This
year, the government can look forward to bumper oil
revenues and a first fiscal surplus since 2014, of 8.8% of
GDP, we estimate. (Chart 3)) The turnaround will en-
able the authorities to start recapitalizing the General
Reserve Fund, which had been close to depletion. With
oil price and revenue assumptions raised, government
spending will likely also respond positively. The au-
thorities may opt to increase capital outlays to further
their longer-term infrastructure development plans.
Recognizing the improved fiscal situation and Kuwait’s
strong balance sheet and ample buffers, rating agency
Moody’s recently affirmed the country’s sovereign
credit rating of A1, with a stable outlook. More broadly,
Kuwait’s improving economic fundamentals, especial-
ly across the oil sector, has resulted in an upgrade to
the outlook, with GDP growth forecast to come in at
8.5% in 2022, the fastest rate since 2011. At the same

P Chart 3: Fiscal balance
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time however, downside risks are also more prominent.
The global economic backdrop is extremely uncertain
and volatile. Inflation is at multi-decade highs in sev-
eral advanced economies, with the Russia-Ukraine
conflict stoking further price rises in commodities,
foods and fuels. The US Fed and major central banks
are looking to bring down inflation through multiple
rounds of interest rate hikes. Consumers are therefore
having to grapple with a much higher cost of living.
In In June, the CBK followed the US Fed’s lead with
a third consecutive 25 bps interest rate increase to its
key policy discount rate, bringing it to 2.25%. (Chart
4) The discount rate is expected to trend up in Kuwait
as the Fed continues raising interest rates, though not
necessarily in tandem. As it deliberates the extent and
pace of interest rate hike, the CBK will continue to
monitor the external environment, local inflation and
non-oil economic activity.

Moreover, the domestic political situation remains in
astate of flux, with a caretaker government overseeing
activities pending the formation of a new cabinet and
anew national assembly once parliamentary elections
are held in the months ahead.

The new government and legislature will have a long
list of issues to address, not least speeding up the pace
of reforms to boost the economy’s long-term growth
rate and address declining private sector employment
of nationals. According to labor market data released
by the Public Institute for Social Security (PIESS)
for the final quarter of 2021, the employed Kuwaiti

vubhgll
NBK

private sector workforce continued to shrink, by 184
individuals q/q to 52,600 (-2.5% y/y). This compares to
an increase in the employed public sector workforce
of 6.8% y/y to 313,500 in 4Q21. Total Kuwaiti employ-
ment growth accelerated in 4Q21, rising by 5,833 g/q to
404,448. (+5.2% y/y). The authorities will be especially
keen to reverse this trend of declining private sector
participation, including to ease the pressure on the
public sector payroll and underpin the longer-term
economic diversification agenda. Economic and fis-
cal reforms would immeasurably help the country’s
medium to longer-term prospects.

P> Chart 4: Central bank interest rates - (%)
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Source: Central Bank of Kuwait (CBK)

Kuwait, inflation has also risen sharply, reaching 4.7%
y/y in April, with local businesses facing ongoing
supply chain pressures that potentially disrupt output.
The overall impact is mitigated by government price
controls, subsidies and active oversight by the Central
Bank of Kuwait (CBK) as well as by a stronger US
dollar, to which the Kuwaiti dinar is largely pegged.
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Supply-Demand Imbalances, Uncertainty
to Keep Oil Prices in Flux

Three months into the war in Ukraine, the outlook for oil supply and demand remains uncertain. While fear of
a chaotic collapse of the global oil market sparked by the war has waned, gross imbalances could still resur-
face. The timing of resolution of the conflict is unclear, and both consumers and investors are being buffeted by
price volatility. Recent events only add to the uncertainty, including the EU’s plan to embargo Russian oil and
insurance on tankers carrying the product; reopening and a potential surge in energy demand after COVID-19
lockdowns in Shanghai; and the possibility that Russia may soon be shut out of OPEC+.

We posit that slower global growth and higher
inflation may curb demand for oil over the next
18 months. Nonetheless, production caps and dis-
ruptions in supply may keep prices well above the
$70-890 per barrel range that prevailed prewar. These
elevated prices will reflect the EU’s ban on Russian
oil, but likely also capacity constraints for oil pro-
duction among Gulf states and the US. Still, risks
of additional oil price spikes or dives loom as the
potential for Russian retaliation or prospects of
increased Gulf production may keep investors and
consumers of oil guessing.

INSIGHTS FOR WHAT’S AHEAD

« The Brent oil price is expected to average US$111/
bbl in the second half of 2022, and US$99/bbl in 2023
as demand and supply may fall, but at uneven rates.

« Volatility will continue to characterize the oil market
over the medium term. The evolution of the war in
Ukraine and global oil demand as growth slows will be
key factors in determining the path for prices ahead.

« The EU’s decision to halt Russian oil imports will cer-
tainly cause continued disruption to the oil market and
boost prices. Still, the desired result—a major decline in
Russia’s oil revenues—may not come to fruition given
increased Russian sales to China and India.

« Risks of additional spikes in energy prices remain
as Russia may choose to retaliate against the EU’s oil
ban by shutting off natural gas to EU member states.

« There is scope for increased crude oil production
by OPEC members, especially if Russia is sidelined.
However, lack of infrastructure may limit the capacity
of Gulf states to ramp up production significantly.

« Similarly, lack of investment, labor and equipment
shortages, reluctance to rehab aging refineries, and
political pressures may continue to limit the degree
to which the US can increase oil production.

SLOWING GLOBAL GROWTH TO CURB O1L DEMAND

Global oil demand is expected to soften amid higher
prices and weaker economic growth. After global real
GDP growth expanded by 5.9 percent in 2021, The
Conference Board expects it to slow to 2.9 percent
this year. This pace includes a full 1 percentage point
downgrade in projected output since the start of the
war. The deceleration of global growth from last year’s
breakneck, pandemic-revival pace, and the strains of
the war in Ukraine, are expected to continue to place
downward pressure on oil demand ahead.

All three major oil organizations—Energy Information
Agency (EIA), International Energy Association (IEA),
and OPEC—downgraded their 2022 global oil demand
forecasts by 0.3-0.6mb/d, citing drags on global growth
from faster inflation and COVID-19-related shutdowns
in China. According to the EIA, global oil demand has
already declined to 97.37mb/d as of April 2022, the
lowest level since June 2021. There may be a surge in
Chinese oil demand as the most recent lockdown ends,
but if zero-COVID-19 policies persist, then the risk of
another drop in global oil demand remains.

SuprpPLY MAY STILL STRUGGLE TO KEEP UP

Even while oil demand may slow over the course of
this year and next, supply may continue to struggle
to keep pace. Like oil demand, 2022 global oil supply
growth has been downgraded by 1.2 thousand barrels
per day by major oil organizations since the start of the

Qil consumption fell behind oil supply for the first time in two years
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Source: US Energy Information Administration

war. The downshift in expectations reflects the risk of
a potential EU ban on Russian oil, limited global pro-
duction capacity, and the low probability of Iranian oil
returning to international markets in 2022. According
to the EIA, global oil supply has already fallen by 0.6
mb/d as of April 2022. Since May 2020, when OPEC+
agreed to cut supplies, demand has largely surpassed
supply. Only in March and April 2022 did supplies
just exceed demand. This is constructive, but there is
still the risk that supplies in the future may fall short.
Politics and capacity are the reasons.

There is still limited political will among OPEC coun-
tries to raise oil output. OPEC countries, predominant-
ly Saudi Arabia and the United Arab Emirates, have
repeatedly voiced their commitment to the OPEC+
agreement to limit production. In an unexpected move,
OPEC+ agreed on June 2 to raise the incremental

Possible oil price trajectories based on OPEC production decisions

140

134
128 125
130 123
120 _
120 " |
109
110 106
= 104
§ A0 109 S
B 93
% 9
80 87

80 83
69
2022q3 202294 2023q1 2023q2 2023q4 2023q4

Source: Supply-Demand Imbalances, Uncertainty to Keep Oil Prices
in Flux, The Conference Board, June 2022

| REPORT |

monthly increase from 432 to 648 mb/d
for July and August 2022, citing increased
demand due to the summer travel season.
The statement did not mention the Russian
oil embargo nor the war in Ukraine. This
marginal increase is definitely not enough
to compensate for the decline in Russian
oil but rather is a political signal on behalf
of OPEC to the US and the EU, which have
been seeking production increases. The in-
creased production was blessed by Russia, a
member of OPEC+.

Politics aside, OPEC has limited spare capacity to
increase production to offset the EU’s embargo on
Russian oil or help quickly reduce global oil prices.
OPEC+ has consistently produced below its monthly
targets. According to the IEA, Saudi Arabia and the
UAE hold up to 3.3 mb/d of spare capacity that is
available to the market within 90 days, while Iraq and
Kuwait can only add another 0.8 mb/d.

The US, another major oil exporter, is also experiencing
capacity constraints. The US is not ramping up oil
production due to shortages of labor, equipment, and
funding. While government policy and regulations
are blocking increased production, investors are re-
luctant to finance projects to repair old oil refineries
or commit dollars to the energy sector as consumer,
business, and government preferences shift toward
renewable energy use.

O1L PrRICES STILL FACE RisK OF FURTHER SPIKES

The EU is ratcheting up its economic war on Russia in
response to the invasion of Ukraine. In late May, the
EU reached a deal to sanction Russian oil by the end of
2022 while temporarily allowing pipeline deliveries to
Hungary, Czech Republic, and Slovakia for the next 18
months. This would mark the sixth round of sanctions
on Russia to decommission the Russian war machine,
which has been largely financed by oil revenues.

The EU’s sanctions have and will continue to prompt
Russia to cut production. Since the start of the war in
Ukraine, fear of oil sanctions kept investors away from
Russian oil, leading to sharp declines in the economy’s
production. So far, Russia cut back its oil production
in March and April 2022, lowering output to 10.3
mb/d, from 11.3 mb/d in February. This 8.8 percent
month-on-month decline is the steepest since May
2020. Estimates from various energy experts suggest
that the impending EU oil ban could reduce Russian
oil production by another 2-3 mb/d.
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larger banks, and the advanced

IRB approach to the largest and
most sophisticated banks. Two ap-
proaches are used to measure mar-
ket risk: the standardised approach
and the internal models approach.
Basel 2 allows three methods for
calculating operational risk regula-
tory capital: (i) the basic indicators
approach (BIA), (ii) the standard-
ised approach (STA), and (iii) the
advanced measurement approach
(AMA).

ARTICLES

Pillar 2, which pertains to the
supervisory review process, is de-
signed to ensure thata risk manage-
ment framework has been devel-
oped within the bank and that the
process is adequately audited and
supervised. Pillar 3 is about market
discipline, which may be defined

| ARTICAL |

as actions taken by shareholders to
monitor and influence the behav-
iour of entities to improve their
performance. Pillar 3 is designed
to complement the minimum cap-
ital requirements (Pillar 1) and the
supervisory review process (Pillar
2). The disclosure provided under
Pillar 3 is considered to be essential
to ensure that market discipline
is an effective complement to the
other two pillars.

On 1 January 2012 a precursor to
Basel 3, Basel 2.5 came into force
as a result of the realisation that
Basel 2 could not have dealt ade-
quately with the global financial
crisis. The announced objectives
of Basel 2.5 include the following:
(i) strengthening the risk cover-
age of the capital framework; (i)

reducing risks from certain secu-
ritisation and off-balance-sheet ac-
tivities; (iif) discouraging excessive
lending; (iv) strengthening board
and senior management oversight
in banks and banking groups; (v)
increasing public disclosure; and
(vi) strengthening the oversight
of bankers’ remuneration to align
the incentives for senior managers
with the long-term sustainability
of the institution. Basel 2.5 was
intended to provide more robust
methods of capturing trading book
risks to ensure that banks are bet-
ter prepared to deal with adverse
shocks.

The origin of Basel 2.5 can be
traced back to 13 July 2009 when
the BCBS announced the release of
aset of regulatory measures aimed

at enhancing the three pillars of
Basel 2 and the 1996 amendment
of Basel 1, which was introduced to
address market risk. The objective
of Basel 2.5 was to keep up with “fi-
nancial innovation” that occurred
in the run-up to the global finan-
cial crisis. In particular, Basel 2.5
was designed to address the prob-
lems resulting from securitisation
(the very reason for the introduc-
tion of the 1996 amendment and
the advent of Basel 2) and the lack
of understanding among banks of
the underlying risks in pools of
exposure—hence the emphasis on
correlation trading (based on the
exploitation of anomalies repre-
sented by deviation from correla-
tion between two or more financial
prices).

| ARTICAL |

first element is raising regulatory
capital requirements and reviewing
the definition of capital, empha-
sising the quality, consistency and
transparency of the capital base.
The second element is the expan-
sion of risk coverage to ensure that
all material risks are integrated ad-
equately into and covered in the
process of computing regulatory
capital, particularly those related
to trading activities, complex trans-
actions and derivatives. The third
element is that of the introduction
of a (non-risk based) leverage ratio
as a supplementary measure to the
risk-based framework. The fourth
element is about the introduction
of a countercyclical capital buffer
to reduce the procyclicality of the
banking industry.

The provisions of Basel 2.5 include
changes and additions to all three
pillars of Basel 2, introducing high-
er capital requirements, further su-
pervisory review and guidance, and
tighter disclosure requirements.
For many observers, Basel 2.5 came
as a quick and ad hoc response to
the global financial crisis.

Basel 3 was also supposed to be a
response to the global financial
crisis. In October 2010, the Basel
Committee on Banking Supervi-
sion published a report entitled The
Basel Committee’s Response to the
Financial Crisis: Report to the G20,
in which the Committee declared
the development of “a reform pro-
gramme to address the lessons of
the crisis”.

The Basel 3 provisions can be
grouped under six elements. The

The fifth element is the liquidity
provisions aimed at establishing
minimum standards for funding
liquidity risk. The sixth element is
about Pillar 2 (the supervisory re-
view process) and Pillar 3 (public
disclosure), as well as proposals to
enhance risk management practices.

Some observers believe that some
of the most fundamental problems
with Basel 1 and Basel 2 have not
been dealt with in Basel 3, includ-
ing model framework, regulato-
ry and tax arbitrage, the need for
more capital, allowing banks to
use internal models to calculate
regulatory capital, reliance on the
rating agencies, the implementa-
tion problems, and the exclusion-
ary and discriminatory aspects of
Basel 2. The most serious problem,
however, remains the risk-based
approach to the calculation of reg-
ulatory capital.

In 2017, an agreement
was reached on the in-
troduction of yet anoth-
er Basel accord, Basel
4 (or Basel 3.1, as some
observers would call it).
The new accord was sup-
posed to be implemented
on1January 2022, butin
March 2020 (in response
to the pandemic) the BCBS
deferred the implementation to 1
January 2023.

Basel 4 introduces changes that
limit the reduction in capital that
can result from banks’ use of in-
ternal models under the Internal
Ratings-Based approach. This in-
cludes a standardised floor, so that
the capital requirement will always
be atleast 72.5% of the requirement
under the Standardised approach;
asimultaneous reduction in stand-
ardised risk weights for low risk
mortgage loans; a higher leverage
ratio for Global Systemically Im-
portant Banks (G-SIBs); and more
detailed disclosure of reserves and
other financial statistics.

It is unlikely that we will live in a
Basel-free world, even though fi-
nancial stability has not improved
drastically since the advent of Ba-
sel 1. Over time, however, the Ba-
sel system transformed into a vast
transnational regulatory empire
that spawned a huge industry con-
sisting of “Basel experts” who are
in the business of interpreting and
implementing the rules outlined
in the thousands of pages coming
from the Committee. We should
be ready for Basel 5 and beyond.
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DR.IMAD MOOSA

DEPARTMENT OF ECONOMICS, KUWAIT UNIVERSITY

The Evolution of the Basel
Accords on Banking Supervision

tremely low levels.

In 1988 the Basel Committee on Banking Supervision (BCBS or
the Committee) established an international standard for measur-
ing capital adequacy for banks, which became to be known as the
Basel 1 Accord (also known as the 1988 Accord). The prime reason
for establishing this framework was the desire to bring consistency
to the way banks were requlated in different countries. Basel 1 was
intended to (i) establish a more level playing field for international
competition among banks, and (ii) reduce the probability that such
competition would lead to the bidding down of capital ratios to ex-

The most important feature of
Basel 1is that the capital a bank
must hold (regulatory capital) is
related to the perceived credit
risk of the bank’s asset portfolio
(initially, assets meant loans).

Before the advent of Basel 1, regu-
lators focused on simple leverage
ratios that used only total assets as
the base. Under Basel 1, individual
assets are divided into four basic
credit risk categories, according
to the riskiness of the counterpar-
ty, and assigned weights ranging
from O per cent (least risky) to
100 per cent (most risky). Banks
are required to hold as (regulato-
ry) capital an amount of no less
than 8% of their risk-weighted
assets. Initially, the BCBS argued
for the desirability of the move
away from the regulation of lev-
erage to the regulation of capital,
but the Committee reverted back
to the regulation of leverage (as a
supplementary measure) in Basel
3, in the aftermath of the global

financial crisis. While the Basel 1
Accord was primarily concerned
with credit risk (the risk of default),
the BCBS amended the Accord in
1996 to incorporate the market risk
arising from open foreign exchange
positions, traded debt securities,
equities, commodities and options.
That was in effect the introduc-
tion of regulatory capital against
market risk (the risk arising from
fluctuations in financial prices).
One important implication of this
amendment was that banks were
allowed to use internal value at
risk (VAR) models to measure the
required capital as an alternative
to the standardised measurement
method. However, this was possi-
ble only for banks meeting strict
quantitative and qualitative stand-
ards as judged by the supervisor.

Basel 1 had many shortcomings
that led to the move to Basel 2.
The accord encouraged the origi-
nate-and-distribute model of lend-
ing (whereby the originator of a

loan sells it to third parties) and
the securitisation of loans, both
of which contributed to the advent
of the global financial crisis. The
calculation of regulatory capital
on the basis of risk-weighted assets
makes the banking industry more
procyclical. It encouraged the accu-
mulation of sovereign bonds, thus
contributing to the advent of the
European financial crisis. It also
created bias against the extension
of credit to small and medium size
enterprises. The initial emphasis
on credit risk only shows limited
risk coverage. Last, but not least,
the alignment of regulatory capital
with economic capital is not such
a good idea.

Apart from the criticisms directed
at Basel 1, the principal motivation
for the desire to “upgrade” the ac-
cord was that it had become out-
dated because the banking system
had, since the invention of Basel
1, become more complex as new
risks and opportunities emerged.

j_L MASAREF MAGAZINE

In particular, a widespread feeling
was that Basel 1 failed to prevent
bank failure, such as the collapse
of Barings Bank. However, capi-
tal-based regulation could not have
prevented the collapse of Barings
Bank, not only because Barings
experienced a big operational loss
(rather than credit or market losses)
but also because the accord was not
about risk management.

In response to the criticism of Basel
1, to address changes in the bank-
ing environment that the 1988 ac-
cord could not deal with effective-
ly, and in response to the view that
Basel 1 was becoming outdated,
the BCBS decided to design and
implement a new accord, Basel 2.
Inits introduction of the first set of
proposals that gave birth to Basel
2, the BCBS proclaimed a critical
need to redesign the 1988 Accord

| ARTICAL |

in the light of market innovations
and a fundamental shift towards
more complexity in the banking in-
dustry. One of the main objectives
behind the introduction of Basel 2
was to narrow the gap between reg-
ulatory capital requirements and
the economic capital produced by
the banks” own internal models.

The proclaimed features of Basel 2
and its differences from Basel 1 are
the following: (i) Basel 2 includes
a more sophisticated measurement
framework for evaluating capital
adequacy; (ii) it is not only about
capital adequacy but also about
improving risk management in
the finance industry by providing
the correct incentives for better
corporate governance and foster-
ing transparency; (iii) an explicit
weight is assigned to operational
risk; (iv) it is more risk-sensitive

than Basel 1; and (v) it allows a
greater use of internal models for
risk assessment and the calculation
of regulatory capital.

Unlike Basel 1, which has one
pillar (minimum capital require-
ments or capital adequacy), Basel
2 has three pillars: (i) minimum
regulatory capital requirements,
(i) the supervisory review pro-
cess, and (iii) market discipline
through disclosure requirements.
Under Pillar 1, the calculation of
regulatory capital for credit risk
can be based on the standardised
approach and the internal-ratings
based (IRB) approach. The latter
may be one of two versions: the
foundation IRB approach and the
advanced IRB approach. The stand-
ardised approach is applied to the
smallest, least sophisticated banks,
the foundation IRB approach to
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Why Belonging Is Key to Building
the New Workforce

| ARTICAL |
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BY MAKING BELONGING A PRIORITY, COMPANIES CAN BOOST EMPLOYEE RETENTION

AND PERFORMANCE.

Businesses are spending more
money on diversity, equity, and
inclusion (DEI) initiatives than
ever before. By one estimate, the
global market for DEI reached $7.5
billion in 2020, and it is expected
to more than double by 2026. But
such financial commitments have
been followed by a slew of reports
questioning the results of all that
spending — including ones that
say such programs have “largely
failed” and often “implode.”

At Degreed, my team has taken a
different tack by building a pro-
gram around DEIB — adding be-
longing as an essential element. In
our recent study with RedThread
Research on how to create a DEIB
culture, we defined belonging as
“the sense of security and support
one has resulting from a belief in
being accepted and valued for be-
ing their ‘authentic self.”

The term diversity often puts the
focus on metrics such as how
many people of various ethnicities
or identities are part of an organ-
ization. Equity is about treating
everyone fairly and ensuring op-
portunities across the board. In-
clusion is a matter of behaviors
— the actions that help ensure the
equitable and fair distribution of
resources. Belonging puts a focus
on how employees feel. As one

leader in an executive search firm
put it, “Diversity is a fact, inclu-
sion is a behavior, but belonging
is the emotional outcome that
people want.”

Making belonging a part of ongo-
ing DEI efforts offers many ben-
efits. In one study, a high sense of
belonging at an organization was
positively correlated with a 56%
improvement in job performance
and 75% fewer sick days. Degreed

employees have also told me that
their sense of belonging is a key
reason they want to work for the
company. This is especially im-
portant in an era of increased job
switching, with companies seeking
ways to be competitive on reten-
tion. A survey by McKinsey found
that one of the top three reasons
people gave for leaving their jobs
during the Great Resignation was
that they “didn’t feel a sense of
belonging at work.”
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Amazon Payment Services Drives Discussion
Around the Future of Digital Currencies at DIFC
Fintech Week 2022

DuBAI, JUNE 29TH, 2022 - THIS WEEK, AMAZON PAYMENT SERVICES, A REGIONAL LEADER IN
DIGITAL PAYMENTS OPERATING ACROSS THE MIDDLE EAsT AND NoRTH AFRICA (MENA), TOOK
PART IN THE INAUGURAL DIFC FINTECH WEEK 2022. A THOUGHT LEADERSHIP CONFERENCE,
DIFC FINTECH WEEK TOOK A DEEP DIVE INTO THE LATEST OPPORTUNITIES, CHALLENGES, AND
TECHNOLOGY TRENDS DRIVING THE REGION’S FINANCIAL SERVICES SECTOR.

During DIFC Fintech Week, Am-
azon Payment Services hosted the
‘Startup Pitch Competition’ which
witnessed entrepreneurs and in-
novators from the industry pitch
their business ideas to a panel of
Amazon Payment Services senior
executives. The winning team then
moved on to explore potential
business opportunities with the
Amazon Payment Services team.

Supporting business of all sizes,
Amazon Payment Services also
rolled out its ‘DIFC Fintech Week
Offer’ exclusive to new business-
es that sign up during the event.
The offer allows new businesses
to enjoy 0% transaction fees up
to a value of AED 200,000, in ad-
dition to receiving support from
a dedicated account manager to
fast-track their onboarding.

Throughout the event, Amazon
Payment Services executives en-
gaged in discussions with fintech
leaders, innovators, enterprises,
investors, and policymakers from
across MENA. Discussions were
anchored around how digital
currencies can be safely and suc-
cessfully integrated into payment
options available in the region, to
increase efficiency and widen the

j_L MASAREF MAGAZINE

choice available for the region’s
businesses and their customers.

Peter George, Managing Direc-
tor at Amazon Payment Services,
said: “As the payment landscape
continues to evolve, we remain
focused on exploring the role dig-
ital currencies could play in pay-
ments. We believe that new tech-
nologies will enable fast, safe, and
inexpensive payments, and we aim
to be part of this future in ways
that improve the convenience and
choice for both businesses, and
their customers. We are excited
to see DIFC fostering innovation
around the future of fintech, un-
der the leadership of Arif Amiri,
CEO of DIFC Authority, and look
forward to growing our collabora-
tion with them through the DIEC
Innovation Hub.”

During the conference, Moham-
ad Imtiyaz, Head of Business De-
velopment for Amazon Payment
Services, led a Tech Talk session
highlighting how innovation in
payment services will pave the

| ARTICAL |

way for digital payments. Srinath
Hariharan, Head of Product Man-
agement for Amazon Payment Ser-
vices, also participated in a panel
discussion at DIFC Fintech Week
2022 which discussed the evolu-
tion of Buy Now, Pay Later, and
the implications for businesses and
their customers.

Amazon Payment Services’ par-
ticipation at DIFC Fintech Week
falls in line with its commitment
to engage with, and foster, the fin-
tech, online retail, and wider busi-
ness communities across MENA
through the Amazon Fintech Lab,
ahub for digital innovation based
in the heart of Dubai’s financial
and fintech center.

As part of the activities taking
place with the Amazon Fintech
Lab, Amazon Payment Services is
working with innovators, start-
ups and partners to support new
programs and ideas, and advance
knowledge on digital payments
and the fintech sector worldwide.
Through the Amazon Fintech Lab,

“ s Devel
dyment Sel
UAE

they support startups by providing
mentorship and training in both
tech and non-tech areas, and ac-
celerating their growth through
opportunities for partnership with
Amazon. The initiative is the lat-
est in Amazon Payment Services’
efforts to support fintech in the
region by providing a forum for
discussions on digital payments
and the future of the fintech in-
dustry, and driving innovation
through partnerships.

A holistic payments solution,
Amazon Payment Services sup-
ports merchants beyond payments
through data-driven insights, an
extended services portfolio, ad-
vanced technologies and val-
ue-added services, as well as a
strong and growing network of
partners throughout the region.
By innovating on behalf of its mer-
chants and facilitating local and
global payment methods, Amazon
Payments Services enables them to
focus and grow their core business,
while expanding to new countries
with more ease.

www.kba.com.kw

ISSUE (168) 2022

ISSUE (168) 2022

www.kba.com.kw

AL MASAREF MAGAZINE




81

BAIN () bjlaal

& COMPANY

AL MASAREF MAGAZINE

www.kba.com.kw

Bain & Company and NPS Creator, Fred Reichheld,
Reveal the Unbeatable Strategy of Loving Customers
in Reichheld’s Most Provocative Book Yet

DuBari, UAE. 23 MARCH, 2022: WINNING COMPANIES—OR THOSE THAT TRULY MAKE THE WORLD A
BETTER PLACE, DELIVER 2-3 TIMES THE AVERAGE STOCK MARKET RETURNS AND OFFER FULFILLING
WORK FOR THEIR EMPLOYEES—OFTEN HAVE ONE THING IN COMMON: THEY PUT THEIR CUSTOMERS
FIRST, AHEAD OF ALL OTHER STAKEHOLDERS. MANY OF THESE TOP COMPANIES ARE ADEPT PRACTI-
TIONERS OF BAIN @ COMPANY’S WIDELY USED NET PROMOTER SCORE (NPS), A METRIC FOR TRACK-
ING CUSTOMER LOYALTY, WHICH IS GROUNDED IN THE RECOGNIZABLE TRUTH THAT “IF A COMPANY
TREATS YOU RIGHT, YOU COME BACK—AND YOU TELL YOUR FRIENDS AND FAMILY.”

Bain & Company announced the launch of Winning
on Purpose: The Unbeatable Strategy of Loving Cus-
tomers by Darci Darnell, Maureen Burns and Fred
Reichheld, creator of the Net Promoter System in
December. This new book provides extensive and
convincing evidence that customer capitalism allows
all stakeholders to win while building a sustainable
future.

In Winning on Purpose, the authors detail why busi-
nesses should make enriching the lives of customers
their primary purpose, proving that this is the best

way of ensuring sustainable growth, happily fulfilled
employees and robust investor returns. The book also
unveils two of Bain’s new innovations: Net Promoter
3.0, which has been updated to meet today’s current
business and social environment, and Earned Growth,
an accounting-based twin for NPS.

Fred Reichheld, Bain & Company fellow and creator
of the Net Promoter System, said: “Dissatisfaction is
surging against traditional capitalism. It has become
critical for businesses to move away from financial
capitalism, which is focused primarily on profits,
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and stakeholder capitalism, which ultimately doesn’t
satisfy anyone, to customer capitalism, which makes
enriching the lives of customers a top priority.

“That’s proven to be the best way to ensure robust,
sustainable results for all stakeholders,” Reichheld
asserted. “NPS shines as a guide star for leaders com-
mitted to making their companies truly great.”

WITH AN ENTERTAINING AND INSPIRING MIX OF
PERSONAL STORIES, CUSTOMER AND EMPLOYEE
EXPERIENCES ALONG WITH CEO AND INVESTOR
INSIGHTS, THE AUTHORS SHARE KEY MESSAGES:

« How NPS feedback from millions of customers
has revealed that the previously invisible forces of
love and loyalty drive business success—and how
traditional financial metrics orient companies toward
greed and self-interest.

« Why most NPS practitioners achieve just a small
fraction of the system’s potential, and how leading
practitioners use it as a moral compass to ensure

| ARTICAL |

people are treated right. Featured case studies include
Apple, Amazon, Airbnb, and Tesla.

« The Revolutionary Earned Growth Rate (EGR),
which provides the accounting twin to complement
NPS, ensuring firms earn “good profits,” mainly gen-
erated when loyal consumers come back for more
and bring their friends along.

« How to fight the Great Resignation by empowering
employees to serve customers and hear how they did.
The best companies know that the human touch is a
key competitive differentiator for customer satisfac-
tion and retention. And that for employees, the free-
dom to serve customers with empathy and creativity
is the best path to extraordinary teams.

« The FR.E.D. Stock Index (FREDSI), which tracks
total shareholder return for companies that achieve
their industry’s highest NPS. Not only are these com-
panies customer-love winners; they consistently beat
the stock market, with annual returns of more than
26%--almost triple the stock market average over the
past decade.
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ADX launches FADX 15 Futures,
the exchange’s first index derivatives

ABU DHABI, JUNE 21, 2022: THE ABU DHABI SECURITIES EXCHANGE (ADX) HASs LAUNCHED FADX
15 FUTURES CONTRACTS TRADING ON ITS DERIVATIVES PLATFORM. THE FUTURES, BASED ON THE
FTSE ADX 15 (FADX 15) INDEX, ARE THE FIRST INDEX DERIVATIVES TO BE LISTED ON THE ADX
AS THE EXCHANGE ACCELERATES EFFORTS TO BOLSTER MARKET LIQUIDITY AND ATTRACT MORE

GLOBAL INVESTORS.

Saeed Hamad Al Dhaheri, Man-
aging Director and Chief Exec-
utive Officer of Abu Dhabi Se-
curities Exchange commented:
“The launch of FADX 15 Index

futures will increase opportuni-
ties for investors and traders to
gain two-way market exposure
while enhancing their hedging
and leveraging capabilities. The

roll out of a wider array of prod-
ucts on our derivatives market
continues to reflect our com-
mitment to meet the evolving
needs of sophisticated market
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FADX 15 FUTURES OFFER INVESTORS A NEW WAY OF INVESTING ON THE ADX MARKET

participants and attract glob-
al institutional investors. We
look forward to deepening our
partnership with FTSE Russell
to create more indices that will
support the ‘ADX One’ strategy
of enhancing market liquidity
and providing unique growth
opportunities.”

Arne Staal, Chief Executive
Officer, FTSE Russell, said:
“We congratulate ADX on the
launch of the FADX 15 Index
Futures. This contract will fa-
cilitate market access for inter-
national investors and enhance
transparency, governance, and
efficiency for the UAE capital
markets. Our collaboration with
ADX confirms FTSE Russell’s

15 guslsla
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commitment in enabling Mid-
dle Eastern financial markets to
innovate and meet the growing
demand for open access to data,
pricing, and performance met-
rics. We are delighted to closely
work with ADX and we look for-
ward to announcing a range of
new benchmarks in the coming
months.”

ADX launched its derivatives
market in November 2021, when
trading in the single equity fu-
tures of Etisalat, First Abu Dha-
bi Bank, International Holding
Company, ADNOC Distribu-
tion and Aldar Properties com-
menced. The value of trades on
the derivatives market increased
by more than 950% from begin-

pdidol dylidi ol sgell §ilhl
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ning of the year to end

of May. .
.9
The ‘ADX One’ strategy

was launched at the start

of 2021 and aims to bring a
broader offering of products and
services to market, along with
state-of-the-art infrastructure in
partnership with global market
leaders. The market capitaliza-
tion of the exchange recently
exceeded AED 2 trillion for the
first time, supported by a series
of listings and increased interna-
tional investment. At the same
time, the FTSE ADX 15 Index
(FADX15) is up 14% year to date,
making it one of the best per-
forming equity indexes in the
world.
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London’s “Cinderella” locations piquing
the interest of Middle East real estate investors, says
UK property developer

DuBAa1, UNITED ARAB EMIRATES, 23 MARCH 2022: RESEARCH FROM BARRATT LONDON, WHICH IS
PART OF THE LARGEST RESIDENTIAL PROPERTY DEVELOPMENT COMPANY IN THE UNITED KING-
DpOM, AND R1GHTMOVE, THE UK'S LARGEST ONLINE REAL ESTATE PORTAL AND PROPERTY WEBSITE,
HAVE REVEALED A GROWING DEMAND FROM MIDDLE EAST INVESTORS FOR MORE AFFORDABLE,
HIGH-QUALITY HOMES IN LONDON’S OUTER ZONES.

The ‘Cinderella’ areas, so-called
due to their forthcoming trans-
formation, similar to that of the
well-known fairy tale, are mainly
made up of active regeneration
areas that haven’t yet seen huge

gains already witnessed in central
London, including Chelsea, Bel-
gravia and Knightsbridge.

According to the research, Mid-

dle East investors are attracted to
areas within Greater London, in-
cluding Hayes, Hendon, East Ham,
Catford, Tooting, Hounslow and
Acton, all of which offer a lower
initial purchase price and the like-

BARRATT
— LONDON —
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lihood of substantial capital gains.

Stuart Leslie, International Sales
and Marketing Director at Barratt
London, said: “In recent months,
due to restricted movement and
lifestyle changes, there has been
a shift in demand among Middle
Eastern buyers towards higher
yield, lower-priced properties,
indicating a boom in investment
purchases.

“Traditionally, buyers from Gulf
regions, who now make up 15% of
overall sales, have looked to central
Zone 1 areas with many purchasing

properties as a second or third home.
Now, however, we’re seeing a move
towards more affordable, high-qual-
ity homes in London’s outer Zones
3-6, which offer rental yields of
around 4% - far higher than is attain-
able in central London.”

The data also revealed investors
from Kuwait and Bahrain made
up the majority of interest in the
lower-price-point, higher-yield
products. However, demand has in-
creased from investors from Saudi
and Qatar, traditionally focused on
prime central areas. UAE investors
tend to be expats looking to put

down roots in London.

“The Cinderella areas have really
piqued the interest of investors
from the Gulf region due to the
potential returns compared to
their glitzier gentrified neighbours
where house prices have already
reached their peak.

As a result, we have seen a clear
uptick in enquiry levels and are
therefore very optimistic for the
forthcoming year where we expect
these levels to increase even fur-
ther,” added Leslie.
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