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Indosat to grow home broadband 
subscribers to 2mn by 2028
By Peter Alagos
Business Reporter

Indosat Ooredoo Hutchison (Indosat) is look-
ing to increase its active subscribers to 2mn in 
the next four years by capitalising on the home 

broadband $4bn market potential by 2028, a top of-
fi cial has said.

Indosat president director and CEO Vikram Sin-
ha spoke about the company’s plans for its home 
broadband business following the recent MNC Play 
acquisition, saying “the company’s home broad-
band business will become an increasingly impor-
tant contributor to Indosat’s growth in the future.”

In November 2023, Indosat announced the col-
laboration between Asianet (a Lightstorm Group 
entity) and PT MNC Kabel Mediacom (MNC Play), 
in bringing world-class digital experience to cus-
tomers.

“We recently moved to expand this business by 
acquiring MNC Play’s customer assets. That acqui-
sition transformed the scale of our fi bre-to-the-
home business, adding around 300,000 customers 
and strengthening our off ering to include Internet 
Protocol Television Services (IPTV),” he said. 

According to Sinha, the impact of the deal is ex-
pected to be “highly positive,” bolstering Indosat’s 
EBITDA from 2024 and solidifying the company’s 
position in the rapidly growing home broadband 
market. Currently, Indosat’s home broadband 
business is catering to over 339,000 customers 
across Indonesia, he noted. 

Sinha said, “During ‘IOH Capital Market Day 

2024’, we shared that the home broadband oppor-
tunity will have a $4bn market potential by 2028. 
We aim to capture an 8% to 10% market share by 
growing our active subscribers to 2mn in 2028.”

Two and a half years after the merger of Indosat 
and Hutchinson 3 Indonesia, Sinha said Indosat 
now has more than 100mn customers, making it 
“one of the only top 10 telcos worldwide with that 
number of subscribers.”

He said Indosat delivered “remarkable achieve-
ments” after the merger and network integration 
in 2023. Over the last 30 months, Indosat already 
reached more than $400mn in annualised syner-
gies.

“We have completed most of the big integra-
tion initiatives, mainly around network integra-
tion, although there is still some work to do. Our 
performance is a testament to the success of the 
merger – our market cap has more than doubled, 
our share price has increased over 50% in the last 12 
months, our Average Revenue Per User (ARPU) has 
increased, and we are delivering a sustainable net 
profi t to our shareholders. We have the highest to-
tal shareholder returns at 56%, the highest EBITDA 
growth in APAC. These numbers should instil con-
fi dence in our collective future,” he said.  

Sinha added: “From day one, it was clear that 
this merger would benefi t Indosat, our customers, 
our employees, and Indonesia. This strategic de-
cision was driven by our purpose of empowering 
every Indonesian, not solely shareholder interests. 
The subsequent growth of the industry following 
our merger serves as a testament to its positive ef-
fects on the country and its people.”

QatarEnergy at forefront of rising LNG vessel capacities globally: IGU
By Pratap John
Business Editor 

QatarEnergy is once again at the forefront 
of the rising LNG vessel capacities, ordering 
eighteen 271,000cm vessels at Hudong-
Zhonghua Shipbuilding in China, according 
to the International Gas Union (IGU).
Eight of the 18 QC-Max size LNG vessels will 
be delivered in 2028 and 2029, while the 
other ten will be delivered in 2030 and 2031.
In April, QatarEnergy had signed an 
agreement with China State Shipbuilding 
Corporation (CSSC) for the construction of 
18 ultra-modern QC-Max size LNG vessels, 
marking a significant addition to its historic 
LNG fleet expansion programme. The new 
vessels, with a capacity of 271,000 cubic 
metres each, will be constructed at China’s 
Hudong-Zhonghua Shipyard, a CSSC wholly-
owned subsidiary, and will feature state 
of the art technological innovation and 
environmental performance.

Also, 12 conventional-size LNG vessels are 
currently under construction at Hudong-
Zhonghua, and that delivery of the first such 
vessels is expected by the third quarter of 
this year.
IGU noted the vessels being built at 
Hudong-Zhonghua Shipbuilding are slightly 
larger than the 45 Qatari Q-Class newbuilds 
of over 200,000cm that were delivered 
during the 2007-2010 period.
However, moving forward, 200,000cm 
vessels or larger could find favour due 
to their economies of scale for long-haul 
voyages. The current orderbook comprises 
22 vessels, each with capacity of either 
200,000cm or 271,000cm for delivery 
during the period 2024-2029.
Of the 32 newbuilds delivered in 2023, all 
except three have a capacity of between 
170,000 and 200,000cm, IGU noted. 
Vessels of this size remain within the 
upper limit of the Panama Canal’s capacity 
following its expansion in 2016, while 
still benefiting from economies of scale, 

particularly as additional LNG capacity is 
developed in the US Gulf Coast (USGC) for 
long-haul delivery to Asia.
The global LNG fleet is relatively young due 
to the rapid increase in LNG trade over the 
past two decades, IGU said.
Vessels under 20 years of age make up 
85.3% of the active fleet. Newer vessels are 
larger, more eff icient, and have superior 
project economics over their operational 
lifetime. 
Only 21 active vessels are 30 years or older, 
including eight that were converted into 
FSRUs or FSUs.
The global LNG orderbook had a staggering 
359 newbuild vessels under construction 
at end of February-2024, equivalent to over 
51% of the current active fleet. 
This illustrates shipowners’ expectations 
that LNG trade will continue to grow in line 
with scheduled increases in liquefaction 
capacity, particularly from the US. 
An expected 77 carriers will be delivered in 
2024, including the 11 already delivered. 

The orderbook includes 21 icebreaker-
class vessels for the Arctic LNG 2 project. 
These, IGU noted, are highly innovative 
and CAPEX-intensive ships with the 
capabilities required to traverse the Arctic 
region.

Due to the Russia-Ukraine conflict, these 
vessels have faced a risk of delayed 
deliveries or cancellations due to 
international sanctions on Russia that 
have complicated equipment delivery and 
payments.

Al-Attiyah Foundation, UDST 
partner to develop future energy 
and sustainability leaders
The Abdullah Bin Hamad Al-Attiyah Interna-

tional Foundation for Energy and Sustain-

able Development and the University of 

Doha for Science and Technology (UDST) 

have embarked on a significant partnership 

by signing a memorandum of understand-

ing (MoU). This collaboration signals the 

commitment of both organisations to the 

development of future energy and sustain-

ability leaders. 

It aims to bolster research, education, and 

dialogue in the fields of energy, sustainabil-

ity, and climate change, while fostering the 

enhancement of constructive contribution 

to corporate social responsibility, in line 

with the Qatar National Vision 2030.

HE Abdullah bin Hamad al-Attiyah, Chair-

man of the Al-Attiyah Foundation, and Dr 

Salem Al-Naemi, President, UDST, signed the 

agreement recently. 

Al-Attiyah expressed satisfaction at the 

collaboration, stating: “I am delighted to 

formalise the co-operation agreement be-

tween the Al-Attiyah Foundation and UDST. 

This agreement underscores our firm belief 

in the significance of collaborative eff orts 

and our confidence in the University to be 

a worthy partner in our shared vision to 

nurture the youth of Qatar and develop fu-

ture leaders in the areas of energy, climate 

change, and sustainability.” 

He further emphasised, “this partnership 

will serve as a platform for launching joint 

research and studies, as well as exchange of 

information, knowledge and experiences.”

Al-Naemi commended the distinguished 

collaboration with the Al-Attiyah Foundation 

and said: “As a national university, energy 

and sustainability are key pillars of our 

strategy, both in research and in educat-

ing a generation that is knowledgeable, 

skilled, and committed to achieving Qatar’s 

National Vision. This MoU is comprehensive 

and includes numerous initiatives that 

will benefit both parties. It will facilitate 

knowledge exchange, establish a strong 

foundation for collaboration, and pave the 

way for significant achievements.”

“The signed agreement not only reinforces 

the alliance between the Al-Attiyah Foun-

dation and the UDST but also facilitates 

mutual engagement on studies and joint 

events relating to energy and sustainability 

topics and policies,” a statement said.

GCC air passenger 
traffic sees 
‘material’ growth 
amid $340bn 
tourism GDP: Fitch

By Santhosh V Perumal
Business Reporter

The air passenger traff ic in the Gulf Co-operation 
Council (GCC) is set to see “material” growth on 
expansion of regional airports in anticipation 
of a surge in tourism and its contribution to the 
economies, according to Fitch, an international 
credit rating agency.
Highlighting that the GCC has set ambitious goals 
for the tourism sector, which will help reduce 
the dependence on oil, Fitch said the GDP (gross 
domestic product) contribution from the tourism 
sector is expected to increase from around $130bn 
in 2023 to more than $340bn by 2030, equivalent 
to more than 10% of GDP in the region.
The aviation industry is set to play an essential 
role and Fitch expects air passenger traff ic to 
show “material” growth. The region already 
has some of the world’s most modern airports, 
including Dubai International Airport (87mn 
passengers), Hamad International Airport 
(45.9mn) and King Abdulaziz International 
Airport (42.9mn).
A sample of GCC airports showed that traff ic in 
2023 was 8% above 2019 levels and was up by 
about 20% from 2022. In most of EMEA (Europe, 
Middle East and Africa) airports covered by Fitch, 
2023 traff ic was 97% of 2019 levels. The GCC 
infrastructure plans are for air traff ic to double 
by 2030.
The UAE and Qatar have invested heavily in 
their airports in recent decades, along with 
the development of their respective flagship 
airlines, making them among the world’s biggest 
international passenger hubs, according to Fitch.
More recently, Saudi Arabia expanded its 
investments in airports to increase capacity 
to support the anticipated population and 
tourism growth, it said, adding this year, Dubai 
announced a $35bn plan to transform Al 
Maktoum International Airport to accommodate 
260mn passengers a year.
Finding that the GCC countries are increasingly 
adopting public-private partnerships (PPPs) for a 
wide range of infrastructure projects; Fitch said 
Dubai authorities already announced a pipeline 
of social and transport PPPs ($10bn and about 
$1bn, respectively).
In 2023, Saudi Arabia unveiled a pipeline of 200 
projects across 17 sectors, including four airports. 
The recent procurement for Abha Airport 
attracted numerous expressions of interest from 
local and international investors as well as airport 
operators, including TAV Airports Holding.
The first PPP airport concession in the GCC was 
Medina Airport (in which TAV has a 26% stake), 
which closed in 2012 with $1.2bn financing, led by 
local banks, to fund the expansion of the existing 
airport to accommodate growing passenger 
numbers.
By tapping into bond and sukuk markets, the 
GCC countries would have access to a wider pool 
of investors and longer-term financing options, 
which could help to finance large projects.

HE Abdullah bin Hamad al-Attiyah, Chairman of the Al-Attiyah Foundation, and 
Dr Salem Al-Naemi, President, University of Doha for Science and Technology, 
signed the agreement recently.

Indosat president director and CEO Vikram Sinha.

An LNG tanker passes boats along the coast of Singapore. Global LNG fleet is relatively 
young due to the rapid increase in LNG trade over the past two decades, IGU said.
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Turkish 
sovereign wealth 
fund said to 
weigh stake sale 
in Turkcell
Bloomberg
Istanbul

Turkiye’s sovereign wealth fund is weighing 
whether to sell its 26.2% stake in Turkcell Ileti-
sim Hizmetleri AS, the country’s biggest tele-

communications operator, according to people familiar 
with the matter.

The board of Turkiye Wealth Fund, or TWF, has yet 
to make a formal decision, the people said, asking not 
to be named because the talks are private. While infor-
mal discussions with potential buyers have taken place, 
some within the sovereign wealth fund are opposed to a 
sale because they consider the company a strategic as-
set, one of the people said. A fi nal decision will likely be 
made by President Recep Tayyip Erdogan, who leads the 
fund’s board.

Investors from the Arabian Peninsula and Azerbai-
jan have expressed interest in purchasing a stake in the 
company. The fund has approached at least one invest-
ment bank about advising on a potential sale but has not 
issued a formal mandate, some of the people said. TWF 
and Turkcell declined to comment.

Turkcell shares have risen more than 50% in dollar 
terms since TWF acquired the stake in 2020, giving the 
company a $7.3bn market capitalisation.

LetterOne Investment Holdings, an investment fi rm 
founded by the Russian billionaire Mikhail Fridman, has 
a 19.8% stake, and the rest of the shares are traded on 
Borsa Istanbul and as depository receipts on the New 
York Stock Exchange.

When TWF bought the stake, it became both the 
largest shareholder and gained the right to appoint fi ve 
of the nine members on Turkcell’s board of directors.

Turkcell’s main competitors domestically are Turk 
Telekomunikasyon AS and Vodafone Group Plc.

The Turkish government established the sovereign 
fund in 2016 and mandated it to play a major role in 
making investments deemed too big for the private sec-
tor. It holds a number of assets taken over from Turki-
ye’s Treasury, including stakes in state lenders Turkiye 
Halk Bankasi AS and TC Ziraat Bankasi AS. It also owns 
stakes in Turkish Airlines and the local stock exchange.

Saudi Aramco returns to debt 
market with dollar bond sale
Reuters
Dubai

Saudi state oil giant Aramco 
made its return to the debt 
market on Tuesday after a 

three-year hiatus, joining top com-
panies and governments in the Gulf 
that have tapped markets this year to 
fund investments.

Aramco hired banks to sell bonds 
maturing in 10, 30 and 40 years, a doc-
ument from one of the banks working 
on the deal showed. Aramco is likely 
to raise at least $3bn across the three 
tranches, a source with knowledge of 
the matter said.

The company did not immediately 
respond to a request for comment.

“The timing suggests Aramco is 
taking advantage of the last window 
ahead of the summer illiquidity,” Zei-
na Rizk, co-head of fi xed income at 
Amwal Capital Partners told Reuters.

Gulf companies and governments 
have raise funds in debt markets this 
year to take advantage of favourable 
market conditions, with top oil ex-
porter Saudi Arabia issuing $12bn of 
dollar-denominated bonds in January 
and $5bn in sukuk in May.

Aramco, which last tapped global 
debt markets in 2021 when it raised 
$6bn from three-tranche sukuk, 
fl agged in February it was likely to is-
sue bonds this year.

Aramco has long been a cash cow 
for the Saudi state, fuelling decades 
of prosperity. It expects to declare 
$124.3bn in dividends for 2024, the 
majority of which goes to the Saudi 
government.

Last month, the oil giant awarded 
$25bn worth of contracts for its gas 
expansion plans, said it would buy 
10% of Renault and Geely’s thermal 
engines joint venture Horse Power-
train and announced a non-binding 

deal with US energy firm Sempra to 
buy liquefied natural gas. Aramco’s 
bond sale is “likely an indication 
the company will continue to pur-
sue acquisitions aggressively”, said 
Yousef Husseini, an analyst at EFG 
Hermes.

A portion of Aramco’s dividends 
also go to the Public Investment Fund 
— the kingdom’s sovereign wealth 
fund steering its goal of weaning the 
economy off  oil — which owns 16%.

The government, which directly 
owns about 81.5% of Aramco, raised 
$11.2bn by selling a slice of shares in 
its crown jewel last month. Proceeds 
could boost the country’s funding and 
its aim of shifting the economy away 

from oil under a plan called “Vision 
2030”. PIF, which has spent billions 
on everything from electric cars to 
sports and planned futuristic cities in 
the desert, has also raised almost $8bn 
from three debt sales.

“As Saudi Arabia’s funding needs 
for its investment programme remain 
signifi cant in the medium-term de-
spite some timelines being extended, 
and in the absence of hoped-for lev-
els of FDI, tapping the debt markets 
reduces pressure on domestic fund-
ing and liquidity,” said Monica Malik, 
chief economist at Abu Dhabi Com-
mercial Bank.

Citi, Goldman Sachs Internation-
al, HSBC, JPMorgan Chase, Morgan 

Stanley and SNB Capital have been 
appointed as joint active bookrunners 
for the three-part bond sale.

The banks will arrange investor 
calls on Tuesday for the potential sale 
of benchmark-sized notes, according 
to the document, which did not dis-
close the size of the issuance.

Abu Dhabi Commercial Bank, BofA 
Securities, the Bank of China, Emir-
ates NBD, First Abu Dhabi Bank, GIB 
Capital and Mizuho are among the 
bank that are acting as joint passive 
bookrunners.

Aramco’s 40-year tranche would 
become its second-longest dated 
bonds after $2.25bn of notes due in 
November 2070.

Asia investors wager on region’s rebound, China recovery
Reuters
Singapore

Asia’s rich and their bankers said 
they are backing an eventual 
recovery in China and betting 
exposure to a region that even in a 
slowdown is the fastest-growing in 
the world will pay off .
“You’ve got to have the fortitude and 
the forbearance to be able to look 
through cycles and look through 
the ups and downs,” said DBS Group 
Chief Executive Piyush Gupta, in 
an interview at the Reuters NEXT 
conference in Singapore.
For now, he said, it means a long-
view that China will emerge from 
a property crisis to drive regional 
growth, a view that was echoed by 
bankers, investors and advisers to 
the super-rich. The comments point 
to a degree of steadfastness from the 
region’s top businesses and money 
managers that can underpin the 
return of foreign capital.
The world’s second-largest economy 

grew 5.3% in the first quarter, beating 
forecasts but with weak spots in 
consumption and property and with 
equity markets in the doldrums. 
China’s blue chip CSI 300 hit a five-
month low on Tuesday.
“In the short term, there are 
headwinds,” said Gupta, whose 
bank is the largest foreign lender 
by assets in Taiwan and the biggest 
shareholder in China’s Shenzhen 
Rural Commercial Bank.
“We still haven’t hit bottom (in 
China’s property market) because 
we haven’t seen market-clearing 
prices,” he said, but a longer view — 
which would have prospered in the 
US through the last century — holds 
promise. “If you take a look at the 
megatrends in Asia, it’s good to be 
long Asia.” 
So far this year there has been a net 
inflow of 22.4bn yuan ($3bn) from 
foreign investors into Chinese stocks, 
though it has been volatile and 
selling was prevalent in June as data 
came in showing the sharpest home 
price falls in a decade.

“Especially overseas sentiment and 
more so (in) the US is very sceptical 
on China,” said Stefanie Holtze-Jen, 
Asia-Pacfic chief investment off icer 
at Deutsche Bank Private Bank, 
during a separate panel discussion at 
the Reuters NEXT conference.
“Our local ultra-high-net-worth 
private banking clients are obviously 
invested and they can see much 
closer... that what the central 
government is steering towards is a 
pro-growth angle,” adding foreign 
flows will probably follow market 
returns.
Southeast Asia is a potential bright 
spot in the meantime as investors 
see demographics and political 
trends supporting growth as global 
companies expand manufacturing 
outposts in Vietnam and Malaysia.
To be sure, stock markets have 
seen outflow pressure and been 
overshadowed by the strong 
performance of developed markets 
and, in Vietnam’s case, spooked by 
political instability.
But foreign direct investment is 

reasonably steady or growing and, 
in Indonesia, the state-owned China 
International Capital Corp is planning 
a foray into dealmaking.
“Over the next five years or so... we 
are going to be deploying people 
into Indonesia, Malaysia, Indonesia, 
where we intend to apply for (an 
investment banking) licence,” said 
CICC’s head of Southeast Asia and 
Singapore Stephen Ng.
On the wealth management side of 
his business, he said sentiment and 
flows were robust.
“We have only seen the tip of the 
iceberg in terms of the wealth that 
is looking to be deployed in this 
part of the world and especially to 
Singapore.” Vietnam’s VinaCapital 
Fund Management Deputy 
Managing Director Khanh Vu said 
investor demand remained strong 
and would eventually be supported 
by the country’s anti-corruption 
drive.
“I think it should give investors 
some level of confidence that those 
practices are not tolerated,” he said.

Singapore container ship logjam 
spills over to Malaysian port

Container ship congestion in Singapore, one of 
Asia’s busiest ports, is spreading to neighbouring 
Malaysia, snarling supply chains and causing delays 
in the movement of consumer goods, reports 
Bloomberg. 
Around 20 container vessels are anchored in a cluster 
off  Port Klang, on the western coast of Malaysia near 
Kuala Lumpur. Both Klang and Singapore sit on the 
Straits of Malacca, a vital waterway that links Europe 
and the Middle East to East Asia.
The maritime logjam is being caused by ships avoiding 
the Suez Canal and Red Sea due to attacks by Houthi 
rebels, who support Hamas in the war with Israel. Many 
vessels heading toward Asia are opting to travel around 
the southern tip of Africa, meaning they’re not able to 
refuel or unload cargo in the Middle East.
Port Klang is an important terminal, given its proximity 
to Kuala Lumpur, but a queue of this magnitude is 
rare, with ship-tracking images showing many vessels 
unloading at its berths. Slots at Singapore and Tanjong 
Pelepas, a Malaysian port just across the border from 
the city-state, also appear to be full, but there are 
fewer ships waiting off  those terminals.
Congestion at the shipping terminals could last 
through August, analysts have said. Container vessel 
rates have surged as a result of the delays and 
rerouting.

Can Democrats replace Biden? A guide to the party’s options
By Gregory Korte 

An alarmingly poor debate perform-

ance by President Joe Biden has 

raised new questions about whether 

the 81-year-old incumbent should 

remain the Democratic Party’s can-

didate in the November presidential 

election. Biden has said he will 

remain in his rematch against the 

presumptive Republican nominee, 

former President Donald Trump, 78. 

But Biden is under pressure to step 

off  the Democratic ticket to make 

way for a more vigorous contender.

Who’s pushing for Biden 
to step aside? 

Representative Lloyd Doggett of Tex-

as was the first Democrat in Congress 

to call on Biden to withdraw from 

the race, prompting others including 

Raul Grijalva of Arizona, Angie Craig 

of Minnesota and Mike Quigley of 

Illinois. Others distanced themselves 

from the president, and Democratic 

lawmakers are discussing whether 

to band together to call for a change 

atop the ticket. Top Democratic do-

nors have said they would withhold 

or redirect their money unless Biden 

stepped aside.

What do the polls show? 

Nearly three in 10 Democrats in 

swing states said Biden should drop 

out of the race — far more than the 

9% of Republicans who said Trump 

should do the same, according to a 

Bloomberg News/Morning Consult 

tracking poll of battleground states 

conducted in early July. Still, the 

survey registered Biden’s best show-

ing — trailing Trump by only two 

percentage points — since the poll 

began tracking the race in October.

Those findings run counter to two 

recent national polls, from the New 

York Times/Siena College and the 

Wall Street Journal, which showed a 

worsening picture for Biden. Trump 

notched his largest lead of the race in 

both polls.

What happens if Biden 
withdraws before he’s 
offi  cially nominated? 

It’s complicated by the fact that Biden 

is already his party’s presumptive 

nominee for the presidency.

When candidates compete in Demo-

cratic primaries, they are allocated 

shares of delegates to the party’s 

national convention that reflect the 

primary votes they received. Those 

delegates are pledged to support 

the candidate whose votes they 

represent. In his party’s primaries, 

Biden faced minimal opposition and 

secured 99% of the roughly 3,900 

pledged delegates.

If Biden were to step aside, he could 

request that his delegates switch 

their support to a replacement he 

favours, such as his current running 

mate, Vice-President Kamala Harris, 

his most likely heir. Or he could 

release them from their pledges, in 

which case they could choose among 

competing candidates.

Has anything like this 
happened before? 

Yes. President Lyndon Johnson, a 

Democrat, decided not to seek his 

party’s nomination for a second full 

term in 1968, as protests against the 

Vietnam War mounted. In an Oval 

Off ice speech, Johnson made the 

surprise announcement that “I shall 

not seek, and I will not accept, the 

nomination of my party for another 

term as your president.” Instead, 

the Democrats nominated Hubert 

Humphrey, who was defeated by 

Richard Nixon.

Johnson’s decision came at the end 

of March — at a time when the proc-

ess for determining the major parties’ 

presidential nominees wasn’t nearly 

as front-loaded as it is today. Unlike 

Biden, Johnson hadn’t yet secured 

enough delegates in party primaries 

to nail down the nomination.

If Biden doesn’t withdraw, 
could he be removed 
from the ticket? 

It would be diff icult.

The delegates’ pledges aren’t 

binding. But absent extraordinary 

circumstances — and a backup plan 

— it’s unlikely they would remove him 

from the ticket.

There are more than 700 other 

delegates — called super delegates 

— that are not required to commit to 

any candidate and are able to vote if 

the convention is contested and goes 

to a second or additional ballot.

Any challenger to Biden would have 

to announce his or her candidacy 

before a formal nominating vote, 

publicly challenging the incumbent in 

a high-stakes attempted party coup.

Why is Harris the most 
likely replacement? 

For one thing, because she’s on the 

ticket already, the money that’s been 

raised for it already would be avail-

able to her and a new vice-presiden-

tial candidate. Modern presidential 

campaigns are hugely expensive 

undertakings, and financial consid-

erations would play no small role. 

Biden’s campaign and party had 

$240mn cash on hand at the end 

of June. Biden’s campaign and the 

Democratic Party have already spent 

about $346mn trying to reelect 

Biden. Picking a diff erent nominee 

could require spending even more 

money to introduce a new candidate 

to voters.

In addition, for Democrats to pass 

over a woman of colour would risk al-

ienating two of the party’s important 

voting blocs.

Who are other possible 
replacements? 

They include California Governor 

Gavin Newsom, Illinois Governor 

JB Pritzker and Michigan Governor 

Gretchen Whitmer. All of them pub-

licly supported the president. None 

of them have as much national name 

recognition as Harris.

What’s the timeline? 

Typically the Democratic Party se-

lects its nominee for the presidency 

at its national convention, scheduled 

to begin August 19 in Chicago. This 

year, the Democratic National Com-

mittee (DNC) had already planned 

to move up Biden’s nomination via 

a phoned-in roll call to satisfy an 

August 7 ballot deadline in Ohio. 

Although the Republican-led Ohio 

legislature has extended that dead-

line, Democratic Chairman Jaime 

Harrison said before the debate that 

the party would go forward with the 

early roll call.

What if Biden withdraws 
from the race aft er the 
nomination? 

The decision to replace him would be 

made by the DNC, which is made up 

of more than 400 party leaders from 

all the US states and territories.

The party would then face another 

challenge in the November 5 presi-

dential election: printed ballots with 

Biden’s name already on them.

Laws vary by state about how a vote 

for Biden would be counted if he’s 

no longer the nominee, but his votes 

would likely go to his replacement 

when the Electoral College meets.

Bloomberg QuickTake Q&A

Democratic presidential candidate US President Joe Biden listens as 
Republican presidential candidate and former US President Donald 
Trump speaks during their debate in Atlanta, Georgia on June 27.

The Saudi Aramco logo is pictured at the oil facility in Abqaiq, Saudi Arabia. Aramco, which last tapped global debt 
markets in 2021 when it raised $6bn from three-tranche sukuk, flagged in February it was likely to issue bonds this year.
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Asian bourses advance with Tokyo climbing to a record high
AFP
Hong Kong

Asian markets advanced yesterday 
with Tokyo climbing to a record 
high ahead of Fed chief Jerome 
Powell’s testimony to Congress 
which will be parsed for hints 
on the timing of rate cuts, with 
investors betting on a first trim in 
September.
In Tokyo, the Nikkei 225 closed 
up 2.0% to 41,580.17 points; 
Hong Kong — Hang Seng Index 
ended flat at 17,523.23 points and 
Shanghai — Composite closed up 
1.3% to 2,959.37 points yesterday.
The US central bank has held 
interest rates at the highest levels 
in more than two decades to bring 
inflation down to its long-term 2% 
target without doing too much 
damage to either the labour 
market or the broader economy.
After years of focusing primarily on 
inflation, Federal Reserve off icials 
have now turned their attention 
increasingly to the labour market, 

which has shown some signs of 
weakness in recent months despite 
remaining strong overall.
Traders will be keenly watching 
Powell’s remarks to Congress for 
any indications of when the Fed 
will start cutting rates.
The Fed chair last week fanned 
hopes of a cut, saying the battle 
against inflation had made 
“progress” and the job market was 
cooling.
“We expect Powell to reiterate 
the need to see more evidence of 
slowing inflation before cutting 
interest rates. But with the recent 
signs of softer growth and labour 
market, markets will closely watch 
if Powell gives any hints on the 
timing of rate cuts,” said Carol 
Kong at Commonwealth Bank of 
Australia.
“The Fed Funds futures market 
has currently attached almost an 
80% chance of the first rate cut in 
September,” she said.
Investors are also looking to US 
consumer inflation data due 
Thursday for further indications 

that price increases are still easing 
as hoped, which would give the 
Fed greater confidence to start 
cutting rates.
“Powell is expected to hint at 
possible rate cuts starting in 
September if inflation continues 
to decline. A softer core CPI print 
would likely support this outlook, 

keeping the US dollar on a weaker 
trajectory,” said Luca Santos, 
market analyst at ACY Securities.
Wall Street’s main indices mostly 
advanced on Monday, with the S&P 
500 and Nasdaq both reaching 
new records.
The optimistic mood continued 
into Asia, with Tokyo climbing 

2% to close at a record high. 
Shanghai reversed early losses 
to end 1.3% higher ahead of a key 
policy meeting next week and 
after Moody’s Ratings revised up 
its 2024 GDP forecast for China to 
4.5% from 4.0% previously.
Moody’s said it expected “steady 
GDP growth across most emerging 
market countries this year and 
next” and revised its 2024 Asia 
Pacific forecast to 4.8% growth 
from 4.5% previously.
“The region-wide revision reflects 
an upward adjustment for China as 
its post-pandemic manufacturing 
and export-focused growth 
strategy takes shape, although 
with lacklustre household 
consumption,” the ratings agency 
said. Taipei, Seoul, Singapore, 
Kuala Lumpur, Jakarta, Manila and 
Mumbai were also in the green 
with Bangkok the sole decliner 
across the region while Hong Kong 
ended flat.
European markets were mixed in 
early trade with Paris and Frankfurt 
down while London recovered 

after opening lower as investors 
eye the new political landscapes 
in France and Britain, and await 
Powell’s testimony.
“With the prospect of a soft landing 
and rate cuts on the horizon, 
investors seem perfectly content 
with high valuations, causing a 
ripple eff ect where one mega-cap 
rise lifts all mega-cap boats,” said 
SPI Asset Management’s Stephen 
Innes.
US Treasury bond yields, which 
are closely watched as a proxy for 
interest rates, were little changed.
On forex markets the euro 
was little changed against the 
dollar yesterday following the 
inconclusive outcome of France’s 
snap elections, with the single 
currency trading at $1.0819.
“Following the recent French 
elections, political uncertainty 
remains high, yet the euro has 
shown remarkable stability during 
the Asian trading session,” said 
Santos, with its narrow trading 
range “reflecting a muted market 
response”.

Visitors stand in front of an electronic ticker at the Tokyo Stock 
Exchange. The Nikkei 225 closed up 2.0% to 41,580.17 points yesterday.

EM currencies 
remain fl at
Reuters
Singapore

Most emerging markets currencies 
were little changed yesterday, but 
Hungary’s forint fell for the second 

day after the government announced new 
tax policies, while focus shifted to Kenyan 
assets following a credit rating downgrade.

MSCI’s index tracking developing markets 
equities added 0.3%, while an index tracking 
foreign exchange was fl at against the dollar.

In central and eastern Europe, Hungary’s 
forint weakened 0.4% against the euro, ex-
tending Monday’s drop after the local gov-
ernment unveiled taxes on fi rms in an eff ort 
to balance the budget, where the defi cit av-
erages nearly 7% of economic output for the 
past four years.

“This could cover the fi scal risk we saw 
earlier and the current offi  cial target of a 
4.5% of GDP government defi cit could be 
achieved. This is particularly good news for 
Hungarian government bonds (HGBs) and 
issuance in the rest of the year,” said Fran-
tisek Taborsky, EMEA FX & FI strategist at 
ING research.

Separately, data showed domestic infl a-
tion in June was softer than economists were 
expecting. Most other currencies in the re-
gion were little changed.

In Africa, yield on Kenya’s dollar bond 
maturing in 2034 ticked up over 10 basis 
points (bps) after Moody’s cut the east-Af-
rican nation’s sovereign rating deeper into 
junk territory.

Bond prices slid in June after the country’s 
President William Ruto bowed to pressure 
and failed to introduced tax hikes as part of 
the International Monetary Fund’s process 
to economic stability.

Moody’s believes the spending cuts that 
Ruto opted for instead could make the Ken-
ya’s debt aff ordability to remain weaker for 
longer.

Meanwhile, yield on Chinese bonds across 
the board dipped between 2 and four ba-
sis points (bps), while the yuan was little 
changed with focus on a possible central 
bank intervention in the bond market.

Tech giants face tough task to 
sustain second half stock rally
Bloomberg
New York

The world’s largest tech-
nology stocks drove a 
banner fi rst half for the 

S&P 500. The question for the 
rest of the year is whether their 
strength continues. 

Wall Street has tilted towards 
the tech sector to a historic de-
gree, raising the stakes should 
the AI-fuelled rally falter. Val-
uations are stretched, while 
earnings growth is poised to 
slow from here. 

That adds to uncertainty for 
investors betting that Big Tech’s 
rally will continue, according to 
Lisa Shalett, chief investment 
offi  cer at Morgan Stanley’s 
wealth management unit, who 
warns of “stretched momen-
tum, weak breadth and compla-
cency” in the market. 

The S&P 500 Index has risen 
17% this year, and two-thirds of 
that advance rests of the shoul-
ders of just six names: Nvidia 
Corp, Microsoft Corp, Alpha-
bet Inc, Amazon.com Inc, Meta 
Platforms Inc, and Apple Inc. 
Nvidia, the AI-focused chip-
maker that has soared 159% this 
year, accounts for nearly 30% of 
the S&P’s advance in 2024, the 
highest contribution for a mar-
ket leader in at least a decade.

An equal-weighted version of 
the S&P 500 is up just 3.9% this 
year, and large-caps are trounc-
ing small-cap stocks by a his-
toric margin.

The dominance of the tech 
sector — especially with gains 

concentrated within a few key 
companies seen at the forefront 
of an AI revolution — suggests 
some parallels to the dot-com 
era, when euphoria over the in-
ternet preceded a bubble burst 
that took years to recover from. 
However, today’s megacaps are 
universally seen as stronger, 
with massive cash fl ows, strong 
competitive positions, and ro-
bust long-term demand trends.

Matt Stucky, chief portfolio 
manager of equities at North-
western Mutual Wealth Man-
agement Company, said that 

given uncertainty about the 
economic outlook, many inves-
tors were favouring megacaps 
for such high-quality charac-
teristics as margins and growth.

“However,” he added, “they 
have gotten more expensive, 
and this is one of the most mo-
mentum-focused markets I’ve 
seen in the past 25 years. If the 
excitement around AI were to 
reverse, then yeah, we’re going 
to look vulnerable.”

The market’s rise this year 
refl ects both the strength of 
the megacap rally and their in-

fl uence in major indexes. The 
Magnifi cent Seven — which also 
includes Tesla Inc, up 1.8% this 
year — accounts for a record 
33.4% of the S&P 500’s market 
capitalisation, according to data 
compiled by Bloomberg.

There are signs that Wall 
Street is growing cautious. Ac-
cording to Bank of America, 
strategists didn’t add to their 
equity allocations in June, “sug-
gesting uncertainty over how 
long the rally can last,” while a 
Goldman Sachs analysis showed 
that hedge funds have been “ag-

gressively” selling tech. Tru-
ist Advisory Services recently 
downgraded the sector to neu-
tral, citing valuation. 

Strategists at Citigroup Inc 
see “signifi cantly more volatil-
ity” on the way, and suggested 
that investors take profi t in 
some high-fl ying AI stocks, 
particularly chip-makers. 

Gina Martin Adams, chief 
equity strategist for Bloomb-
erg Intelligence, said the earn-
ings cycle could cause tech and 
adjacent sectors to forfeit their 
position as market leaders, with 
energy, health care, and fi nan-
cials grabbing the baton.

The Magnifi cent 7 are ex-
pected to show earnings growth 
of 29.9% this year, according to 
Bloomberg Intelligence, though 
that is seen slowing to 17.8% in 
2025. Growth for the S&P 500 
when these names are excluded 
is seen coming in at 6.4% this 
year and doubling to 13.3% in 
2025.

Still, the double-digit growth 
pace speaks to the kind of posi-
tive fundamentals that many 
expect will continue to support 
the sector. 

“While tech valuations are 
stretched, they’re not at the 
point where alarm bells are 
going off ,” said Jason Alonzo, 
a portfolio manager at Har-
bor Capital Advisors. “There’s 
clearly a market narrative 
around AI that is being given the 
benefi t of the doubt,” he added. 
“However, we haven’t seen 
much to suggest that building 
excitement is over-excessive or 
that we’ve gotten over our skis.”

Nvidia headquarters in Santa Clara, California. The AI-focused chipmaker that has soared 159% this 
year, accounts for nearly 30% of the S&P’s advance in 2024, the highest contribution for a market 
leader in at least a decade.
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Oil investors regain poise after post-Opec swoon
By John Kemp
London

Portfolio investors had reverted to a 
broadly neutral position in petroleum last 
week after heavy selling triggered by the 
Opec+ meeting at the start of June waned 
and buying took over.
Hedge funds and other money managers 
purchased the equivalent of 56mn barrels 
in the six most important futures and 
options and contracts over the seven 
days ending on July 2.
Fund managers have been net buyers in 
each of the last four weeks, purchasing 
a total of 316mn barrels since June 4, 
according to exchange and regulatory 
records.
The wave of buying has more than 
reversed the 194mn barrels sold in the 
aftermath of the Opec+ meeting at 

the beginning of June. The resulting 
position of 524mn barrels was in the 40th 
percentile for all weeks since 2013 and 
broadly neutral or slightly bearish.
In the most recent week, buying was led 
by Brent (+37mn barrels), NYMEX and ICE 
WTI (+13mn) and US diesel (+12mn).
There were minor sales of both US 
gasoline (-3mn barrels) and European gas 
oil (-3mn).
Fund managers were still moderately 
bearish about most parts of the 
petroleum complex, a transformation 
from being extremely bearish just a few 
weeks earlier.
But they were also broadly neutral 
about WTI and extremely bullish about 
European gas oil.
Bearish short positions in the NYMEX 
WTI contract had been reduced to 27mn 
barrels, the lowest for 15 weeks since the 
middle of March.

With so few short positions remaining, 
short-covering is unlikely to provide much 
more upside momentum to crude prices.
Portfolio managers sold futures and 
options linked to US gas prices for the 
second week running as concerns grew 
about the persistent storage surplus 
despite heatwaves across much of the 
country.
Hedge funds and other money managers 
sold the equivalent of 270bn cubic feet 
(bcf) in the two major contracts linked to 
prices at Henry Hub in Louisiana over the 
week ending on July 2.
Fund managers have sold a total of 349 
bcf since June 18, making a small dent 
in the 2,845 bcf accumulated over the 
previous 17 weeks since the middle of 
February.
The net long position of 821 bcf was in the 
52nd percentile for all weeks since 2010, 
down from 1,170 bcf (59th percentile) on 

June 18 but still up from a net short of 
1,675 bcf (3rd percentile) on February 20.
Inflation-adjusted futures prices have 
been stuck near multi-decade lows, 
encouraging many fund managers to 
build bullish long positions anticipating 
they must rise towards something more 
like the long-term average.
Ultra-low prices forced major gas 
producers to announce cutbacks to 
drilling and production programmes back 
in February.
Low prices were also expected to 
encourage maximum consumption by 
power generators during the summer of 
2024, hastening the erosion of surplus 
inventories carried over from a very mild 
winter in 2023/24.
Despite several heatwaves, however, the 
storage surplus has narrowed very slowly, 
forcing fund managers to temper some of 
their previous bullishness.

Working gas stocks in underground 
storage amounted to 3,134 bcf on June 28, 
the second-highest level on record for the 
time of year.
Inventories were still 536 bcf (+21% or 
+1.40 standard deviations) above the prior 
10-year seasonal average, down from a 
maximum late-winter surplus of 664 bcf 
(+40% or +1.47 standard deviations) on 
March 15.
Such high inventories have pushed back 
the rebalancing of the market and will 
ensure prices remain lower for longer.
Reflecting the slow adjustment, prices for 
gas delivered in January 2025, the middle 
of next winter, have slumped to an average 
of $3.71 per million British thermal units so 
far in July — no higher than they were in 
February.

 John Kemp is a Reuters market analyst. 
The views expressed are his own.

Moody’s cuts Kenya 
debt rating further 
into junk territory
AFP
Nairobi

Moody’s has downgraded 
Kenya’s debt rating further 
into junk territory and warned 
the outlook was negative 
after a wave of protests led 
the government to abandon 
proposed tax hikes.
President William Ruto, facing 
the most serious crisis of 
his near two-year term, has 
announced a series of actions 
trying to placate Kenyans — 
including scrapping a finance 
bill, proposing fresh cuts to help 
the country reduce its debt 
burden, and suggesting a multi-
sector dialogue next week.
The moves come after 
widespread demonstrations 
led by young Gen-Z against the 
tax increases that threatened to 
add to the economic hardship of 
people already gripped by a cost 
of living crisis.
The US-based ratings agency said 
in a statement on Monday it was 
cutting the ratings for Kenyan 
government debt by one level to 
Caa1 — considered to have “very 
high credit risk”.
The new rating, and Moody’s 
negative outlook for the country, 
are likely to further increase 
borrowing costs for the cash-
strapped government.
Moody’s said the downgrade 
reflected the “significantly 
diminished capacity” of one of the 
largest economies in East Africa 
to raise taxes and reduce debt. It 
said the decision to pursue cuts 
rather than planned tax increases 
represented a significant policy 
shift, and given the context of 
“heightened social tensions” 
they did not expect Nairobi to 
be able to introduce “significant 

revenue-raising measures in the 
foreseeable future.” Yesterday, 
Ruto defended the government’s 
financial strategy, saying it was 
designed to “pull the country 
back from the danger of debt 
distress, and set us on a path of 
economic transformation”.
His administration has been 
under pressure from the 
International Monetary Fund, 
which has called for fiscal reforms 
in order to access crucial funding.
But Ruto announced on June 
26 that he was withdrawing the 
finance bill that was aimed at 
raising a further $2.7bn after the 
largely peaceful rallies over the 
tax hikes degenerated into deadly 
violence.
At least 39 people have been 
killed since the demonstrations 
began on June 18, according to 
the national rights commission.
While the rallies have eased, the 
protest action has widened into a 
campaign against perceived state 
extravagance and corruption, 
alongside calls for Ruto to 
go. Last Friday, the president 
said his administration had to 
compensate for the lack of the 
extra tax revenue, announcing 
budget cuts of 177bn shillings 
($1.4bn) and additional borrowing 
of around 169bn shillings.
He said that the country needed 
to address priority issues 
including its debt mountain, 
public spending and anti-
corruption measures.
Kenya’s public debt already 
amounts to some 10tn shillings, 
around 70% of gross domestic 
product. The Kenya Revenue 
Authority announced on Monday 
that it had collected 2.4tn 
shillings in the financial year 
ended June 30, a rise of more 
than 11% over the previous year, 
but 4.5% below target.

Stock market correction is ‘highly likely’, 
says Morgan Stanley’s Wilson
Bloomberg
New York

Traders should brace for 
a correction in the stock 
market as uncertainty 

swirls around the US presidential 
campaign, corporate earnings and 
Federal Reserve policy, according 
to Morgan Stanley’s chief US eq-
uity strategist Mike Wilson.

“I think the chance of a 10% 
correction is highly likely some-
time between now and the elec-
tion,” Wilson said in an interview 
with Bloomberg Television on 
Monday. The third quarter is “go-
ing to be choppy.”

The S&P 500 Index opened the 
week at all-time highs and will hit 
its 35th closing record this year if 
it closes in the green. Expecta-
tions that the Fed will cut rates 
twice this year and excitement 
around artifi cial intelligence have 
propelled the benchmark to a 17% 
gain this year after its 24% surge 
in 2023. Indeed, even a long-time 
bear like Wilson has tempered his 
tone from the past few years.

But a rising number of Wall 
Street pros have begun to grow 
cautious heading into the third 
quarter, a seasonally turbulent 
period, particularly amid signs 
the rally is overheating. 

Goldman Sachs Group Inc’s 
Scott Rubner said on Monday 
that he’s modelling a painful two-

week stretch starting in August 
if corporate earnings disappoint. 
Andrew Tyler at JPMorgan Chase 
& Co’s trading desk said he’s bull-
ish with “slightly less conviction” 
from recent weakening economic 
data. And Citigroup Inc.’s Scott 
Chronert has sounded the alarm 
on a potential pullback. 

“Your likelihood of upside from 
now until year end is very low, 
much lower than normal,” Mor-
gan Stanley’s Wilson said, placing 
the odds of stock prices closing 
the year higher than they are now 
at 20% to 25%.

However, Wilson isn’t particu-
larly concerned about a pullback. 
Rather, he said it could create op-
portunities for investors to buy 
in since valuations are currently 
“unexciting” after the S&P 500’s 
double-digit gain this year. At 
the moment, the best way to play 
the stock market is through indi-
vidual stocks rather than indexes, 
he said.

Wilson and his team contin-
ue to recommend high-quality 
growth names, and quality in 
general: Large-caps, companies 
with good balance sheets, and 
those that can deliver on earnings. 
Momentum will continue, but the 
problem is it’s hard to fi nd shares 
in those categories that are cheap, 
he said.

“If they were to come in 10%, 
then we’d probably get interested 
again,” he said.

Mike Wilson, chief US equity strategist of Morgan Stanley.

ECB offi  cial plays down 
infl ation concerns, reiterates 
lowering of borrowing costs
Bloomberg
Rome

The European Central Bank 
(ECB) shouldn’t be overly 
worried about stubborn 

services infl ation and still-robust 
wage growth, Governing Council 
member Fabio Panetta said.

“Concerns are not unwarrant-
ed, but they need to be put into 
perspective, as services prices 
tend to move diff erently from 
those of goods,” the Bank of Italy 
governor said yesterday.

Speaking at the annual meeting 
of the country’s banking associa-
tion in Rome, Panetta reiterated 
that recent data and the outlook 
allow for a further gradual lower-
ing of borrowing costs.

While eurozone infl ation mod-
erated a touch in June to 2.5%, the 
gauge for services held steady at 
4.1%. Such price pressures are 
making some ECB offi  cials wary 
about promising more rate cuts 
following their initial reduction 
last month.

President Christine Lagarde 
said last week that annual price 
growth for services doesn’t have 
to hit 2% since its elevated read-
ings can be off set by other com-
ponents. Greece’s Yannis Stour-
naras told Bloomberg that the 
ECB “shouldn’t over-interpret” 
these fi gures.

Referring to still-high wage in-
creases, Panetta said that “careful 
analysis of the data can mitigate 
fears” — echoing similar remarks 
he made in a speech at the end of 
June.

The governor, one of the more 
dovish ECB policymakers, said 
that “past key rate hikes are still 
squeezing demand, production 
and infl ation, and will continue to 
do so in the coming months.” Ac-
cording to central bank estimates, 
the impact of monetary restric-
tion on prices will be even greater 
in 2024 than in 2023, he added.

“The fall in infl ation has made 
it possible to start easing mon-

etary conditions,” Panetta said. 
“The reduction in key interest 
rates will continue at a gradual 
pace, accompanying the return 
of infl ation to the target, if macr-
oeconomic developments remain 
in line with the ECB Governing 
Council’s expectations.”

Speaking at the same event 
in Rome, Italian Finance Minis-
ter Giancarlo Giorgetti urged the 
central bank to speed up any eas-
ing plans.

“It would be good if the pace 
of interest rate moves began to 
accelerate soon, gradually, yes, 
but decisively,” he said. “A fur-
ther reduction in demand could 
be unsustainable, and in any case 
diffi  cult to bear for economies like 
Italy’s.”

Panetta also said that Italian 
bank profi tability, asset quality 

and capitalisation have improved, 
adding that their sound position 
allows them to look at the future 
“with confi dence.”

The country’s lenders posted 
record profi ts last year, benefi t-
ing from higher rates, and years 
of painful restructuring, in which 
they cut bad loans, administrative 
costs and streamlined structures.

The governor still sees uncer-
tainty linked to the geopolitical 
situation, domestic politics in 
some major countries, and a pro-
longed phase of higher rates that 
can aff ect credit quality.

Credit growth has weakened 
considerably in Italy as a result of 
monetary tightening. In the fi rst 
quarter, the infl ow of deteriorated 
loans rose to 2.1% from 1.8% in 
the previous quarter, and can fur-
ther grow moderately both this 

year and the next, Panetta said.
In this environment banks 

must have a prudential approach 
on their provisions for loan losses, 
he said.

On the Italian economy, the 
central bank predicts 0.8% 
growth this year, though that 
would be 0.6% when adjusted for 
the number of work days, Panetta 
said. He added that those projec-
tions were made in May, before 
new quarterly data that would 
raise those numbers by about a 
10th of a point.

Giorgetti said new fi gures show 
Italy could reach its 1% economic 
growth goal for this year. He also 
said there won’t be any need for a 
“blood and tears” budget but just 
for more prudent public expendi-
ture and that Italy will keep its ac-
counts in order.

The European Central Bank headquarters in Frankfurt. The ECB shouldn’t be overly worried about stubborn 
services inflation and still-robust wage growth, Governing Council member Fabio Panetta said.
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Microsoft seals carbon capture 
deal with Occidental subsidiary
AFP
Washington

Tech giant Microsoft yesterday inked a 

record carbon capture agreement with Oc-

cidental Petroleum subsidiary 1PointFive, as 

major technology companies grapple with 

the growing carbon footprint of artificial 

intelligence (AI).

The deal involves Microsoft purchasing 

500,000 metric tonnes of carbon dioxide 

removal (CDR) credits over a six-year period.

This marks the largest single purchase 

of CDR credits enabled by direct air capture 

technology to date, according to the com-

panies.

Direct air capture, or DAC, a method of 

extracting CO2 directly from the atmos-

phere, has gained traction among tech firms 

seeking to meet ambitious net-zero emission 

goals.

“Energy demand across the technology 

industry is increasing and we believe direct 

air capture is uniquely suited to remove re-

sidual emissions and further climate goals,” 

said Michael Avery, president of 1PointFive.

The technology is one of several ap-

proaches being explored to combat climate 

change, though it has faced criticism from 

some who worry it may be used as an un-

proven substitute for taking more politically 

diff icult measures.

The agreement follows a similar deal 

between Amazon and 1PointFive last year, 

which involved the purchase of 250,000 

metric tonnes of carbon removal over a 

decade.

Both Microsoft and Amazon’s CDR credits 

will be generated by Stratos, 1PointFive’s first 

industrial-scale DAC facility currently under 

construction in Texas.

The deals allow Microsoft and Amazon to 

off set their emissions by paying 1PointFive to 

have carbon removed from the atmosphere 

and stored underground.

Both deals will be generated by STRATOS, 

1PointFive’s first industrial-scale DAC facility 

currently under construction in Texas.

Before DAC, the carbon capture proc-

ess usually involved extracting CO2 from 

industrial sources, then either storing it 

underground or repurposing it for products 

like synthetic fuels or chemicals.

While the UN Intergovernmental Panel 

on Climate Change (IPCC) considers carbon 

capture technology unavoidable in limiting 

global warming, critics fear it may be seen 

as an easy solution, potentially discouraging 

necessary sacrifices in emissions reduction.

Qatar bourse index edges 
up; insurance, realty 
and transport counters 
see excess demand
By Santhosh V Perumal
Business Reporter

Ahead of the US Federal Re-
serve chair Jerome Powell’s 
testimony before Congress, 

the Qatar Stock Exchange (QSE) 
yesterday witnessed violent gy-
rations for most part of the trad-
ing session to fi nally wind up nine 
points higher.

A higher than average demand 
in the insurance, real estate and 
transport sectors was visible as 
the 20-stock Qatar Index settled 
about nine points or 0.09% higher 
at 10,165.76 points. The market 
had seen an intraday low of 10,146 
points.

The foreign institutions were 
seen increasingly net buyers in the 
main market, whose year-to-date 
losses truncated further to 6.14%.

The local retail investors’ weak-
ened net selling pressure had its in-
fl uence in the main bourse, whose 
capitalisation added QR1.14bn or 
0.19% to QR586.96bn on the back 
of microcap segments.

The Gulf institutions’ lower 
net profi t booking had its say in 
the main market, which saw 7,928 
exchange traded funds (sponsored 
by Masraf Al Rayan and Doha 
Bank) valued at QR0.04mn trade 
across fi ve deals.

The foreign individuals’ weak-
ened net selling played its part in 
lifting the main bourse, which saw 
no trading of treasury bills and 
sovereign bonds.

The Islamic index was seen out-
performing the main barometer 
in the main bourse, whose trade 
turnover and volumes were on the 
decline.

The Total Return Index was 
up 0.09%, the All Share Index by 
0.13% and the All Islamic Index by 
0.12% in the main market.

The insurance sector index 
gained 0.88%, realty (0.42%), 
transport (0.21%), banks and fi -
nancial services (0.18%), telecom 
(0.09%) and industrials (0.02%); 

while consumer goods and serv-
ices declined 0.51%.

Major gainers in the main 
bourse included Ahlibank Qa-
tar, Qatar General Insurance and 
Reinsurance, Qatar Insurance, 
Mannai Corporation, Gulf Ware-
housing, Industries Qatar, Barwa, 
Mazaya Qatar and Ooredoo.

Nevertheless, Inma Holding, 
Mekdam Holding, Commercial 
Bank, Qatar Industrial Manufac-
turing, Widam Food, Al Khaleej 
Takaful and Vodafone Qatar were 
among the losers in the main 
bourse. In the venture market, 
both Al Mahhar Holding and 
Techno Q saw their shares depre-
ciate in value.

The foreign institutions’ net 

buying increased substantial-
ly to QR18.56mn compared to 
QR5.53mn on July 8.

The Qatari individual inves-
tors’ net selling fell noticeably to 
QR22.92mn against QR27.69mn 
the previous day.

The Gulf institutions’ net 
profi t booking weakened percep-
tibly to QR9.86mn compared to 
QR14.33mn on Monday.

The foreign individual inves-
tors’ net selling shrank markedly 
to QR0.84mn against QR2.98mn 
on July 8. 

However, the Arab retail inves-
tors’ net selling expanded notably 
to QR3.34mn compared to QR2mn 
the previous day.

The Gulf individual inves-

tors’ net profi t booking increased 
notably to QR1.44mn against 
QR0.24mn on Monday.

The domestic institutions’ 
net buying weakened drasti-
cally to QR19.86mn compared to 
QR41.72mn on July 8.

The Arab institutions had no 
major net exposure against net 
sellers to the tune of QR0.09mn 
the previous day.

Trade volumes in the main 
market narrowed 27% to 
111.65mn shares, value by 21% to 
QR365.37mn and transactions by 
1% to 14,301. 

The venture market saw 57% 
surge in trade volumes to 1.05mn eq-
uities and 44% in value to QR2.27mn 
but on 2% fall in deals to 146.

JPMorgan warns S&P 500 will turn volatile on CPI

Bloomberg
New York

Investors should brace them-
selves for a bout of stock 
market volatility this week 

after a lengthy period of calm, 
based on a warning from JPMor-
gan Chase & Co’s trading desk.

The options market is betting 
the S&P 500 Index will move 
by 0.9% in either direction by 
Thursday, based on the price of 
at-the-money straddles expir-
ing that day, according to An-
drew Tyler, the trading desk’s 
head of US market intelligence. 
The latest consumer price index 
will be reported prior to that ses-
sion, which could trigger a move 

with traders betting on easing 
infl ation driving the Federal Re-
serve to cut interest rates twice 
in 2024.

“We have had multiple former 
Fed governors suggest that Sep-
tember is appropriate for a cut,” 
Tyler and his team wrote in a 
note to clients yesterday. “With 
this in mind, we remain tacti-
cally bullish, but with slightly 
less conviction.”

Central bankers typical see the 
core CPI reading, which strips 
out the volatile food and energy 
components, as a better under-
lying indicator of infl ation than 
the headline measure. In May, 
core CPI climbed 0.16% from a 
month prior — the softest since 
August 2021.  

The forecast is for June’s 
core CPI to rise 0.2% from a 
month earlier. If it tops 0.3%, 
that would likely spur a sell-
off across risk assets, with the 
S&P 500 falling between 1.25-
2.5%, according to Tyler. But 
he sees just a 2.5% chance of 
that happening.

If core CPI comes in between 
0.15% and 0.20% from the prior 
month — the most likely sce-
nario to JPMorgan’s trading 
desk — the S&P 500 is expected 
to rise 0.5% to 1%, Tyler wrote. 
If it comes in between 0.20-
0.25%, there may initially be a 
negative reaction in equities, 
but falling bond yields will ulti-
mately support stocks, sending 
the S&P 500 up between 0.25% 

and 0.75%, according to Tyler. 
Anything below 0.1% will be 
considered extremely positive 
for equities, likely pulling for-
ward some calls for a July rate 
cut and sparking a rally of be-
tween 1-1.75% in the S&P 500, 
he added. 

The potential for a large swing 
around the CPI report and Fed 
decision comes as volatility 
across markets has been histori-
cally restrained. 

The the Cboe Volatility Index, 
or VIX, is trading around 12, near 
a 52-week low and far from the 
20 level that starts to raise con-
cerns for traders.

The market pricing in a 
roughly 70% probability that 
Fed will cuts rates in September.

Banks kick off $2.55bn loan 
deal for Nuvei buyout
Bloomberg
Toronto

A group of underwriters led by Bank 
of Montreal launched a $2.55bn loan 
on Monday to back the acquisition 
of Nuvei Corp, marking the biggest 
buyout deal since April.
The seven-year term loan will 
help fund the $6.3bn leveraged 
buyout of the Canadian payments 
processor by Advent International, 
management, Novacap and CDPQ, 
according to people with knowledge 
of the matter. 
Price talk for the deal is 300 to 
325 basis points over the Secured 
Overnight Financing Rate and 
off ered at a slight discount of 

99.75 cents on the dollar, said the 
people, who asked not to be named 
discussing a private transaction. 
Commitments are due on July 19. 
Bank of Montreal, Novacap, CDPQ 
and Nuvei didn’t immediately 
respond to requests for comment 
on Monday. Advent declined to 
comment. 
The financing is the latest to buck 
a dearth of new issues in the 
leveraged loan market, which has 
been dominated by repricings and 
refinancings. 
With only a few months until the 
US presidential election and the 
expectation of Federal Reserve 
rate cuts looming, bankers expect 
lenders to shift gears to work on 
M&A proposals. 

US economy no 
longer overheated, 
says Fed’s Powell
Reuters
Washington

The US is “no longer an 
overheated economy” with a 
job market that has “cooled 
considerably” from its 
pandemic-era extremes and 
in many ways is back where 
it was before the health crisis, 
Fed Chair Jerome Powell said 
in remarks to Congress that 
suggested the case for interest 
rate cuts is becoming stronger.
“We are well aware that we now 
face two-sided risks,” and can no 
longer focus solely on inflation, 
Powell told the Senate Banking 
Committee yesterday. 
“The labour market appears 
to be fully back in balance.” 
Powell told lawmakers bluntly 
that “today I’m not going to be 
sending any signals about the 
timing of any future actions” 
on interest rates, as he was 
quizzed by Democrats about 
the risks to the job market and 
by Republicans about the pain 
to households of inflation that 
remains above the central bank’s 
2% target.
While Powell’s opening remarks 
focused on a review of the 
economy and monetary policy, 
questioning from senators 
keyed in on housing costs and 
even more so on proposed 
changes in bank regulations that 
the Fed is debating internally.
Powell in his prepared remarks 
told Senators that inflation 
had been improving in recent 
months and that “more good 
data would strengthen” the case 
for looser monetary policy.
The Fed has kept its policy rate 
in the 5.25-5.5% range since July 
of 2023.
Powell’s comments appeared 
to show increasing faith that 
inflation will return to the Fed’s 
target, and contrasted the lack 
of progress on inflation in the 
first months of the year to recent 
improvement that has helped 
build the Fed’s confidence that 
price pressures will continue to 
diminish.
“After a lack of progress toward 
our 2% inflation objective in the 
early part of this year, the most 
recent monthly readings have 
shown modest further progress,” 
Powell said in remarks to the 
Senate Banking Committee. 

“More good data would 
strengthen our confidence that 
inflation is moving sustainably 
toward 2%.” The Fed receives 
consumer price information for 
the month of June on Thursday.
A jobs report on Friday showed 
a still-solid 206,000 jobs added 
in June, but with a slowing 
monthly trend and a rising 
unemployment rate now at 4.1%.
Powell called that a “still low 
level,” but also noted that “in 
light of the progress made both 
in lowering inflation and in 
cooling the labour market over 
the past two years, elevated 
inflation is not the only risk we 
face.” Leaving policy too tight 
for too long, “could unduly 
weaken economic activity 
and employment,” Powell 
said, undermining a period of 
economic growth that he said 
“remains solid” with “robust” 
private demand, improved 
overall supply conditions, 
and a “a pickup in residential 
investment.” Following Powell’s 
comments investors continued 
give a roughly 70% probability 
the Fed will cut rates at its 
September meeting, a view that 
would likely require changes 
to the policy statement to be 
released after the Fed’s July 30-
31 meeting.
“He’s beginning to tee up a rate 
cut,” said Brian Jacobsen, chief 
economist with Annex Wealth 
Management in Brookfield 
Wisconsin. “They view risks in 
not cutting soon enough.” 
At the Fed’s June 11-12 meeting 
the median projection of 19 
off icials was for just a single 
quarter-point rate cut by the 
end of the year, but since then 
inflation data has come in 
weaker than expected.

A higher than average demand in the insurance, real estate and transport sectors was visible as 
the 20-stock Qatar Index settled about nine points or 0.09% higher at 10,165.76 points

US Federal Reserve chairman 
Jerome Powell.
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