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TREG EXPANDS ITS REAL ESTATE INVESTMENT BUSINESS TO TORONTO

KUWAIT: Top Real Estate Group (TREG)
announced that it has expanded its real
estate investment business to recently
cover Toronto, Canada, which is consid-
ered as a key world city with high and
rapid growth rates.This step comes after
diligent study of the real estate in the
region. The Group concluded that invest-
ment in residential segment at certain
locations in Toronto will yield very high
returns. Through its real estate portfolio
in partnership with a group of investors,
the Group purchased a collection of
properties and old buildings, which the
group intends to renovate, redevelop
and then resell in the local market of
Canada. The Group will then undertake

similar projects to reoffer the same for
sale in countries where the Group has
offices or agents, in particular Kuwait,
Qatar and UK.

Deputy Managing Director, Marketing
in Top Real Estate Group (TREG) and the
Group’s Country Manager in Canada
Mohamed Waleed Al-Qadoumi said that
this expansion initiative took place after
finding requirements to do business in
new markets and make investments in
strong markets, which have normal sta-
bility and growth. Toronto was specifical-
ly selected due to being one of best
cities in Canada, which annually receives
tens of thousands of new migrants in
addition to attracting a large number of

major investors. These factors make
investment in the residential real estate
segment viable and yield suitable
returns on investment. He added that
the Group’s experience in this sector
enhances opportunities for success of its
portfolio to realize good returns for the
investors. He said the Group is currently
in the process of examining certain pro-
posals offered to it to buy land in prime
locations. The Group will procure licens-
es for such lands for residential uses and
redevelop the same. Al-Qadoumi indicat-
ed that the Group agreed with relevant
entities with experience in the real estate
sector in Toronto to execute such proj-
ects and ensure completion thereof on

ASIA AND GULF LESS VULNERABLE
THAN OTHER EMERGING MARKETS

ASIYA CAPITAL INVESTMENTS COMPANY REPORT

KUWAIT: Earlier this month, the IMF cut its
global growth outlook for 2015 for the
second time this year. The world annual
growth forecast for 2015 was reduced by
20 basis points (bps) in each of the June
and October updates, from 3.5% in April
to 3.1%. Three major factors are behind
the downward revisions: first, the Chinese
slowdown; second, the fall in commodity
prices, which has intensified this year
across most types of goods; and third, the
impending normalization of US monetary
policy, which is taking longer than initially
expected as the Federal Reserve remains
concerned about domestic and external
headwinds. The IMF also lowered its 2016
global growth forecast by 20bps, but still
higher than 2015 at 3.6%.

At the regional level, two markets wit-
nessed substantial reductions in their out-
looks since the April update: Latin America
and the Caribbean, by more than one per-
centage point for both 2015 and 2016
respectively, and Sub-Saharan Africa, by
70bps and 80bps. The slip in commodity
prices has had a large impact on these two
regions through the export channel. The

at -1.6%. The government has had to
reduce fiscal spending levels, but its cur-
rent account surplus is still leading the rest
of the region by a wide margin.

IMF projects

The only other region forecasted to
slow in 2016 is emerging Asia. China,
which makes up more than two thirds of
the bloc’s output, is on an ongoing decel-
eration, dragging down the headline fig-
ure. China is having a profound effect on
the rest of the region through the trade,
investment and financial channels, with
only Thailand and Singapore expected to
accelerate this year, but the IMF projects
most of them to recover in 2016. Apart
from China, only Malaysia is projected to
decelerate next year, mainly due to the
economy’s dependence on oil. Although
Asia is forecasted to decelerate from 6.8%
in 2014 to 6.5% in 2015 and 6.4% in 2016,
the bloc is expected to gain a greater
share of the world’s output in nominal
terms. In fact, the 250bps increase in glob-
al share, to 21.9%, is the largest on record -
the second largest was in 2009, by 170bps.
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headline growth of emerging economies
was also downgraded, by 30bps for 2015
and 20bps for 2016. Emerging Asia and
the Middle East and North Africa (MENA)
regions witnessed the smallest cuts
among developing economies for 2015,
by 10bps, and no downgrade at all for
2016. This is in part due to their large fiscal
buffers.

The IMF projects the Gulf to decelerate
in 2015, and more sharply in 2016, to less
than 3% for the first time in fifteen years
(excluding 2009). For this year, the UAE
and Bahrain are the only countries expect-
ed to soften in the region, by more than 1
percentage point each, while next year’s
biggest losers are Saudi Arabia and Oman,
by around the same magnitude. The only
country in the region projected to add
more than one percentage point in 2015
and 2016 is Kuwait, by a total of 2.4 addi-
tional percentage points. However, this is
mostly because the IMF estimates growth
to have stalled 0.1% YoY in 2014. Estimates
of Kuwait’s 2014 GDP growth contrast
widely between forecasters, with BMI at
2.7%, Oxford Economics at 1.4% and NBK

The sharp surge in the net commodity
importer’s global share is a direct result of
the stronger impact the commodity rout is
having on leading exporters.

Overall, the IMF might be too opti-
mistic. Historically, the IMF’s projections
are too high, particularly on the subse-
quent year. In our view, various factors
suggest more global growth sluggishness
ahead. The weakening recovery in
advanced economies will lead to greater
policy uncertainty, which may further
destabilize financial markets and emerg-
ing economies. Moreover, the Chinese
economy will continue to decelerate in
2016, further dampening the commodity
market and as a result hurting commodity
exporters. Although Asia will decelerate
next year, the continent will continue to
outperform other emerging markets, gain-
ing a greater share of the world economy,
mainly due to the its diversified economic
structure and relatively larger fiscal and
capital buffers. Meanwhile, the Gulf’s
strengthening relationship with Asia will
help the Arab region avoid a similar fate as
the other commodity exporters.

timely basis and ultimately achieve feasi-
ble returns for the portfolio.

Al-Qadoumi added that many eco-
nomic and financial reports confirmed
that Toronto is one of the top world
cities that enjoy financial, political and
economic stability with high growth
rates. Toronto is one of safest investment
cities and has clear laws supporting
investments and investors in different
sectors, particularly the real estate sec-
tor. Al-Qadoumi indicated that over the
last two years, Toronto outperformed
many world cities in the sales of luxury
homes. Toronto came on the top of list of
luxury home markets outmatching cities
like Sidney, Miami and San Francisco.

Mohamed Waleed Al-Qadoumi

DOLLAR INDEX DROPS
TO A SEVEN-WEEK LOW

NBK’s WEEKLY MONEY MARKET REPORT

KUWAIT: The US Dollar Index dropped last week reach-
ing a seven-week low of 93.80, due to mounting expec-
tations that the FED will refrain from raising interest
rates any time soon. Top Fed officials appear to be at
odds on whether to tighten monetary policy. Earlier last
week, Governors' Brainard and Tarullo argued against
raising interest rates, while Dudley, President of the New
York Fed, said the Fed would raise rates by yearend. For
now, interest rate futures indicate that most traders do
not see any rate increases this year, and about half
believe the central bank may have to wait beyond
March next year.

The Euro currency started the week at 1.1354 then
moved sharply higher to 1.1495 as expectations that
the Federal Reserve will delay hiking interest rates until
early next year continued to pressure the greenback
lower. However, the currency turned lower against the
dollar by the end of the week, retreating from its seven-
week highs after European Central Bank policymaker
Nowotny said the Euro Zone needed fresh measures to
bolster price growth. The Euro ended the week at
1.1346. The Sterling Pound opened the week at 1.5318,
to drop to a low of 1.5198. The weakness came on the
back of the inflation report indicating that the United
Kingdom fell back into negative inflation in September
dampening expectations for higher interest rates from
the Bank of England. Later in the week, the currency
regained strength and rallied sharply against the US
Dollar reaching a high 1.5508 as the job report data
showed that the UK unemployment rate fell to a new
seven-year low and wage growth continued to outpace
inflation.

The Japanese Yen opened the week at 119.80
against the US Dollar. The USD/JPY dropped to 118.04,
its lowest level in two-month as the dollar remained
under pressure after data showed that the annual rate
of inflation in China slowed to 1.6% in September, from
2.0% in August, compared to forecasts of 1.8%. The Yen
closed the week at 119.42. On the commodities side, oil
fell the most in six weeks as signs of the rising demand
in China countered the increase in OPEC production.
After rising above the 505 by the end of last week, crude
prices could not sustain gains amid speculation the
market could remain oversupplied through 2016. Crude
oil closed for the week at 47.265.

US inflation drops sharply

United States consumer prices recorded their largest
fall in eight months in September as the cost of oil
dropped. The Labor Department said last week, its
Consumer Price Index fell 0.2 % last month after slipping
0.1% in August. However, the core CPI, which strips out
food and energy costs, rose 0.2 % after ticking up 0.1 %
in August. Low inflation, which has persistently run
below the Federal Reserve's 2 % target, is a major hurdle
to an interest rate hike this year.

Unemployment claims fell
back to a 42-year low

The number of Americans filing new applications for
unemployment benefits fell back to a 42-year low last
week, suggesting the labor market remained strong
despite the slowdown in job growth in the past two
months. Initial claims for state unemployment benefits
fell 7,000 to 255,000 for the week ended Oct. 10. It was
the 32nd straight week that claims remained below the
300,000 threshold, which is normally associated with a
strengthening labor market.

Preliminary consumer
sentiment improves
The University of Michigan said that consumer senti-
ment rose to 92.1 from 87.2 in the preceding month.
Analysts had expected consumer sentiment to rise to

89.0. Consumer sentiment climbed more than forecast

in October as lower-income Americans projected wage
gains will accelerate and falling energy alongside low
interest rates would help them buy big-ticket items.

Fed manufacturing
Index contracts

Manufacturing activity in the Philadelphia-region
contracted for the second straight month in October,
fueling concerns over the US economic outlook. In a
report released this week, the Federal Reserve Bank of
Philadelphia said that its manufacturing index improved
to -4.5 this month from September’s reading of -6.0.
Analysts had expected the index to rise to -1.0 in
October. For the second consecutive month, regional
manufacturers reported declines in overall activity.
However, most firms continued to expect growth over
the next six months.

Europe & UK
United Kingdom Inflation drops to its lowest level
since March 1960

United Kingdom inflation rates unexpectedly moved
back into negative territory last month to match April’s
all-time low, after low-cost fuel and clothing pushed
down average prices. CPI dropped to an annual rate of -
0.1 %, below economists’ expectations for it to hold
unchanged at zero. The reading remains the lowest
since March 1960. Unlike policymakers in the Euro zone
and Japan, the Bank of England is relatively uncon-
cerned about the risk of persistent price falls leading to
deflation due to very strong consumer demand and ris-
ing domestic wages. However, the weakness in inflation
is likely to encourage the central bank to take its time
before starting to raise interest rates from their record
low. Last week, the Bank of England said it did not
expect inflation to reach 1 % until next spring, slightly
later than previously predicted.

UK unemployment rate
falls to a 7-year low

United Kingdom unemployment fell to its lowest
rate since mid-2008 in a sign that the labor market is
enduring strains from the global economy. The jobless
rate declined to 5.4 % between June and August from
5.5 % in the previous three months. The three months
increase of people in the employment force rose by
140,000, pushing the employment rate to 73.6%, the
highest since records began in 1971. The total earnings
of workers, including bonuses, rose by 3.0%, slightly
below analyst expectation of at 3.1%.

German ZEW economic indicator
reached a one-year low

German ZEW Indicator of Economic Sentiment
dropped in October, decreasing by 10.2 points com-
pared to the previous month and reaching its lowest
level in a year. ZEW President said, “The emissions
scandal at Volkswagen and sluggish growth in
emerging markets are dampening the economic out-
look for Germany. However, the positive domestic
environment and recovering Euro zone made it
unlikely that the German economy would slip into
recession.”

Euro Area Annual Inflation
confirmed at -0.1% in September

Annual inflation in the Euro zone turned negative
in September due to sharply lower energy prices and
maintaining pressure on the ECB to increase its asset
purchases to boost prices. Eurostat said consumer
prices in the 19 countries sharing the Euro fell by 0.1%
in the year to September, dipping below zero for the
first time since March. However, the core inflation that
excludes the most volatile components of
unprocessed food and energy rose 0.8% year-on-year,
slightly down from the previous reading of 0.9%.

Japan & China

Bank of Japan Governor Kuroda Speech

In Asia, Bank of Japan Governor Kuroda said last
Friday that consumer prices are rising more than 1%
excluding food and energy prices, which indicates
that the overall inflation trend is improving.

Kuroda also said domestic demand will strengthen
as households and companies use their income to
increase spending. Kuroda'’s suggested that he does
not see the need to ease monetary policy, though
some economists have said the BOJ will change its
stance and expand its quantitative easing when it
updates its economic forecasts later this month.

China’s inflation Rates will continue to grow ata
slower pace

China'’s national Bureau of statistics said last week
that consumer prices will continue to grow at a slower
pace in the coming months, amid investors’ concerns
about deflationary pressures in the economy. The con-
sumer price index rose 1.6% in September from a year
earlier, lower than expectations of 1.8% and down
from August’s 2.0%. Chinese manufacturers have con-
tinued to cut selling prices to win business this year in
the face of persistently weak demand.

TOKYO: Stocking anything from shirts to

new customers rather than taking away

"

a given times.“If there’s a school feast day

JAPAN'S ‘'KONBINI' STORES, OPEN AND STOCKED ROUND THE CLOCK

such flexibility, and even the big corpo-

ey

YOKOHAMA: This picture taken on October 17, 2015 shows pedestrians walking past
a store of Japan’s third largest convenience chain, FamilyMart, in Yokohama, subur-
ban Tokyo. Stocking anything from shirts to face masks, 24-7 convenience stores
have become an indispensable part of Japanese daily life, with the sector now worth
more than Sri Lanka’s economy. Their secret? Constant renewal. — AFP

face masks, 24-7 convenience stores have
become an indispensable part of
Japanese daily life, with the sector now
worth more than Sri Lanka’s economy.
Their secret? Constant renewal.

A staggering 1.5 billion people pass
through “konbini” stores-a Japanese
abbreviation of the English word conven-
ience-every month, with some 55,000
outlets throughout the country, includ-
ing more than 7,000 in Tokyo alone.
Competition is fierce, with two of its
biggest players, Family Mart and Uny
Group, announcing days ago a merger to
battle market leader 7-Eleven for a big-
ger slice of an industry that marketing
newspaper Nikkei MJ values at some 10
trillion yen ($84 billion). That is comfort-
ably more than the economic output of
some entire nations, including Sri Lanka,
Belarus and Azerbaijan.

“In our 40 years of experience, we
understand that our purpose must be to
offer something new all the time,”
explains  Minoru Matsumoto, a
spokesman for 7-Eleven, Japan'’s largest
chain with 18,000 stores. “Every time we
extend what's on offer, we are creating

customers from somewhere else.
Despite being so ubiquitous, the sector
has yet to show any sign of reaching sat-
uration point, with the number of shops-
which are run on a franchise system-ris-
ing five percent from the previous year in
2014. According to the Japan Franchise
Association (JFA), the average Japanese
person visits a konbini store 11 times a
month and the average outlet serves
around 1,000 customers a day.

While such stores are common across
Asia, experts say the key to their success
in Japan is their finely tuned supply
chains that can monitor stock down to a
single toothbrush, allowing them to sell
an unparallelled array of goods.

Home from home

As well as the usual drinks and snacks,
visitors in konbini are confronted with a
smorgasbord of useful items such as
hygiene products, batteries, umbrellas,
face masks, memory cards and phone
chargers. Complex logistics software
keeps track of things like demographics,
weather and the school holidays to pre-
dict what each store will need more of at

in the vicinity of a konbini... we will know
we need to have more onigiri (stuffed
rice balls),’ said Matsumoto. And in a
work-oriented culture like Japan, where
employees spend some of the longest
hours in the world in the office, they also
offer a home away from home.

Konbinis act as a sort of 24-hour
administration centre, where customers
can obtain official certificates, photocopy
and fax documents, pay bills, withdraw
cash and book tickets.

You can get your mail and internet
delivery items sent to the store-and even
buy a fresh shirt in the event of any
unsightly workplace accidents. Konbini
stores continually adapt “to catch new
customers, like the growing number of
working mothers and old people,” said
Tomomi Nagai, a senior analyst for Toray
Corporate Business Research.

In a recent report, she estimated 70
percent of items they offer are renewed
or repackaged each year.

‘Strategy of domination’
Smaller mom and pop stores have
been struggling to survive in the face of

rate giants are having to adapt. Chains
like McDonalds and Starbucks have
found themselves having to review their
own menus and prices to retain cus-
tomers, after some konbini stores began
offering fries and coffee.

“We apply a strategy of domination,’
said Matsumoto. “Even if we have a 7-
Eleven on a crossroad, a second is entire-
ly justified as we might be missing out on
customers on the other side of the road”
At the same time, the konbini chains
themselves are all in fierce competition
with each other. “We felt it necessary to
create a larger distribution group to stay
in the competition,” FamilyMart and Uny
group said in a statement announcing
their merger plans Thursday.

One of the secrets behind konbinis’
success is the way the stores are
restocked-a streamlined, round-the-clock
effort. Most shops have no backroom
storage. Instead, computers keep a track
of every item sold, allowing logistic cen-
tres to dispatch exactly the right number
of replacements. A delivery truck might
bring something as precise as a single
toothbrush or pack of toilet roll. — AFP
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