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Strong H1 results
continue to lift
QSE index higher
SATYENDRA PATHAK
DOHA

QATAR’S stock market gained
for the second day this trading week thanks to strong local fundamentals and company earnings in in the first
half 2022.
The general index of the
Qatar Stock Exchange (QSE)
recorded an increase of 99.08
points, or 0.74 percent, to
reach 13,469.110 points on
Monday.
During
today’s
session, 390.121 million shares
were traded, with a value of
QR999.856 million as a result
of implementing 24,521 deals
in all sectors.
In the session, the shares
of 27 companies rose, while
the prices of 15 companies
decreased, and three companies maintained their previous
closing price.
At the end of the trading
session, the market capitalization reached QR743.013 billion compared to the last trading session, which amounted
to QR734.94 billion.
The gain was mainly led by
Qatar National Bank (QNB),
the Gulf region’s biggest lender, rising 1.4 percent for the
day.

The market capitalization of QSE reached QR743.013 billion at the
end of the trading session on Monday.

Qatar Cinema net profit rises 22% in H1
Net profit of Qatar Cinema & Film Distribution Company rose by
22 percent in the first half of 2022 to reach QR1.819 million
in comparison to a net profit of QR1.489 million for the same
period of the previous year.
The earnings per share (EPS) amounted to QR0.029 as of
June 30, 2022, against Earnings per share (EPS) of QR 0.024
for the same period in 2021. Qatar Cinema was established in
1970 with a capital of QR 62.807 million.
Out of the seven sector
indices, four indices closed in
the positive territory. The real
estate sector, which gained
almost 2 percent on the back
of an almost 10 percent rise
in Ezdan Real Estate, was the
best performing sector index
for the day.
The day saw Estithmar
Holding announcing the signing of a liquidity provision

agreement with QNB Financial Services, starting August
1, 2022.
Meanwhile, GCC stock
markets moved mostly positively thanks to strong local
fundamentals and earnings.
Markets in the region could,
however, feel some pressure
from falling energy prices and
deteriorating global economic
conditions.

Qatar First Bank Holds its
Extraordinary General Meeting
Q
atar First Bank LLC (Public)
(“QFB” or the “Bank”), held its
Extraordinary General Meeting
(EGM) on Monday, 01 August 2022 and
approved all agenda items.
The EGM, chaired by QFB’s Vice
Chairman Mr. Mohammed Yousef Al
Mana, was held virtually via Zoom. In
attendance were members of QFB’s
board of directors (the “Board”), shareholders, and the Bank’s senior management team.
The EGM ratified all agenda items,
including the change of the name of the
Bank to “Lesha Bank” and authorized
the Chairman of the Board to take all
necessary actions related to the Bank’s
new name to make any necessary adjustments to the new name, logo, trademark, domain, website, or emails of the
Bank, as well as the names of the Bank’s
subsidiaries. The shareholders also authorized the Chairman of the Board
to sign any agreements, applications,
amendments, adjustments, authorizations, or any other documents required
by any authority or private institution
for the purpose of adopting the Bank’s
new name, subsidiaries’ names, logo,
trademark, domain, email modifications
and website.
Attendees at the EGM also discussed
and approved, subject to obtaining all
relevant regulatory approvals, the proposed changes to the Bank’s articles of
association (“AOA”).
The shareholders authorized the
Chairman to sign the amended AOA of
the Bank’s subsidiaries to reflect the new
subsidiaries’ names and make necessary
amendments if requested by the regulators as well as perform all acts required

QFB Chairman Sheikh Faisal bin Thani Al Thani

QFB Vice Chairman Mohammed Yousef Al Mana

to register all of the amended AOA with
the relevant authorities including, but
not limited to the Qatar Financial Center (QFC) and the Qatar Financial Markets Authority (QFMA).
The EGM also authorized the Board
to explore and enter new investment opportunities in the health sector or any
other sectors resulting in potential acquisitions of shares in other companies
through the Bank’s subsidiaries and approve any transactions in this sector or
any other sector. Chairman is further authorized to amend the AOA of the Bank
to reflect the above authorization as
part of the powers granted to the Board
in the AOA and make any necessary
amendments if requested by the regulators and perform all acts for the purpose
of the registration of the amended AOA
with the relevant authorities including
but not limited to QFC and the QFMA.

QFB Chairman H.E. Sheikh Faisal
bin Thani Al Thani commented: “EGM
has been concluded after successfully
approving all items of the agenda including the decision to rebrand which
will support the Bank’s future growth.
Over the past years, QFB continued
its way forward with the new business
strategy, achieving remarkable results
which boosted the Bank’s position in
Qatar. QFB registered a turnaround financial performance, as well as a more
diversified investment portfolio and stable income, leading the Bank to a profitable position during the critical shift to
our new strategic direction.”
Qatar First Bank LLC (Public) is
the first independent Shari’a compliant bank authorized by the QFC Regulatory Authority (QFCRA) and a listed
entity on the Qatar Stock Exchange
(QSE: QFBQ).
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Japan gov’t panel to propose another record minimum-wage hike
Agencies
A Japanese government panel
is expected to propose raising
the average minimum wage
for fiscal 2022 by a record
¥30 or more from ¥930 ($7)
an hour, sources familiar with
the plan said Monday, as the
country battles accelerating
inflation.
The focal point of discussion at the panel is how much
the recent rise in inflation
should be taken into account,
with representatives from labor and management failing
to reach an agreement at the
previous round of discussions

late July.
The labor side is calling
for a big increase in minimum
pay as the cost of living is rising while the management
side, which is struggling with
surging costs, has stressed the
need for careful consideration.
The subcommittee of
the labor ministry’s Central
Minimum Wages Council is
scheduled to meet again later
Monday to decide on the exact
amount of increase.
Last year, the council proposed the minimum wage for
all workers, including parttimers and contract workers,

Autonomous snack
car now testing in
Japan’s Chiba City
Agencies
Japan certainly is a country full of vending machines. In fact, there is said
to be one vending machine
for every 34 people living
here.
Kyocera Communication Systems is now working on an unmanned vending machine on wheels so to
speak. The as yet unnamed
machine is about the size of
a very small car, 2.5 meters
in length, 1.3 meters wide,
and up to two meters tall.
Without any driver it
will cruise a predetermined
route on city streets, especially around areas that
might need it like public
parks or apartment complexes. After getting stocked
with hot or cold beverages
and temperature sensitive
snacks like chocolate and
jelly, it will move at about 15
kilometers per hour and sell
its goods via the attached
touch panel and a smartphone payment system.
With the cooperation
of Chiba City and approval
by the Kanto Transport

Bureau, this little car will
putt around the Wakaba
3-Chome district of Chiba,
five days a week including weekends, between the
hours of 10 a.m. and 6 p.m.
First it will scoot around
the perimeter of the Aeon
Style Makuhari Bay Park
shopping center, then do a
lap around the cigar-shaped
Wakaba 3-Chome Park
while also swinging by large
condominium complexes
located on each side of it.
However, since this is a
trial run, service times will
be irregular and trips will
be called off during inclement weather or if the car requires maintenance. Also,
even though the vehicle is
autonomous, it will be constantly monitored and immediately overridden in the
event it is about to have an
accident or be hijacked by
snack-marauders.
Nevertheless, for the
time it’s active, Kyocera’s
snack and drink car will certainly bring an added touch
of high-tech convenience to
an already very convenient
country.

India facing no risk of recession
or stagflation, says Sitharaman
Agencies
India is facing no risk of recession or stagflation as macroeconomic
fundamentals
of the economy are strong,
Finance Minister Nirmala
Sitharaman
said
on
Monday.
Replying to a debate on
price rise in the Lok Sabha,
she said the GST collection
and Purchasing Managers’ Index (PMI) are indicating that
the Indian economy is getting
more robust.
The GST collection rose 28
per cent to touch the secondhighest level of Rs 1.49 lakh
crore in July. GST, introduced
in July 2017, touched a record
high of Rs 1.68 lakh crore in
April 2022.
This is the sixth time that
the monthly GST collection
crossed the Rs 1.40-lakhcrore mark since the inception of Goods and Services
Tax and the fifth month at a
stretch since March 2022, she
said.
She also said that the
banking sector in the country
is also healthy compared to
other countries.
Gross NPAs of scheduled commercial banks have

be raised by a record ¥28 to
¥930.
Japan has seen wages
grow but the pace of increase
is seen as tepid. Meanwhile,
Russia’s war in Ukraine since
late February has sent energy,
raw material and food prices
rising globally and core consumer inflation in Japan has
topped 2 percent in recent
months, pressuring households.
Once the advisory panel
sets a national target, local
panels will decide on their
minimum wage amounts,
which will then be adopted
around October.

Prime Minister Fumio
Kishida is calling for more
investment in people as he focuses on redistribution under
his slogan of creating a “new
capitalism.” The government
is aiming to increase the minimum wage across the nation
to 1,000 yen as soon as possible.
“We’d like to see an increase that would be appropriate for the era of a new capitalism,” Deputy Chief Cabinet
Secretary Seiji Kihara told a
press briefing.
The government will accelerate efforts to create an
environment for companies

to raise the minimum wage
through such steps as assisting small and midsized companies in restructuring and
boosting productivity.
Japan’s minimum wage
has been at low levels compared with other major economies, while there have also
been gaps between urban and
rural areas. In fiscal 2021, the
highest minimum wage was
¥1,041 in Tokyo while the lowest was ¥820 in Kochi and Okinawa prefectures.
Weak wage growth is a
major reason why the Bank of
Japan sees the need to maintain its ultralow rate policy.

China’s foreign firms try to
replace expats in zero-Covid
Agencies
Foreign
businesspeople,
having struggled throughout
the pandemic to cope with
China’s draconian lockdown
measures, are holding out
hope that leaders in Beijing
will allow for more leeway to
address the nation’s economic
hardships after this autumn’s
critically important 20th Party Congress, according to an
SCMP report.
Doing so would serve to
help bring more expatriates
back to China, they say, according to representatives of
foreign business chambers operating in the country.
And some also say Hong
Kong should take the lead in
relaxing its quarantine policy
– shifting it away from mandatory hotel quarantines.
Such compulsory precautions remain a hindrance to
some business operations in
the international business hub
where 94 per cent of the population has received at least two
vaccinations against the coronavirus.
Henry Cheung, chairman
of the board of directors at
the Finnish Chamber of Commerce in Hong Kong, said that
forcing people to stay at a hotel “is a cost” for many companies, especially small and medium-sized ones, because they
may be saddled with the bill.
“There’s a tradition in Europe that staff take long holidays in July or August,” added
Cheung, who is also the managing director at Finnish engineering giant KONE Elevator
(Hong Kong). “The quarantine
measures [also] imply that
they have to shorten their vacation, which is not something
they want.”
The feeling of “being
locked up” at a quarantine
hotel that they dislike is the
primary reason cited by staff
who “tentatively don’t want
to come back”, according to
Cheung, especially if they have

Even in cities without major coronavirus lockdowns, ‘trust issues’ are rife among foreigners, and many do not intend to return until zero-Covid
restrictions are eased.
not been infected with the coronavirus.
Meanwhile,
business
chamber representatives added that the widely reported
departure of expatriates from
mainland China and Hong
Kong has been mainly based
on “anecdotal examples”,
without official counting or
formal numbers reflecting the
so-called exodus trend that
has dominated headlines in
recent months.
Still, the mainland’s stringent zero-Covid policy, not
seen in the vast majority of the
world, is undeniably keeping
some foreigners away. But at
the same time, they are still
trying to maintain their business presence and operations
in the country, according to
the international business

community.
And that same community now expects Hong Kong
– long considered an essential bridge between mainland
China and the rest of the world
– to reinforce that designation
by once again being an open
city, as well as a pioneer in advancing policy changes for the
whole country.
“The expat community
is declining,” said Johannes
Hack, president of the German Chamber of Commerce
Hong Kong. “For China, many
people who choose to leave are
in Shanghai. There’s a trust issue, even though Shanghai relaxed its lockdown measures.”
Hack added that “they
can’t tie a person to a chair”
when dealing with the Omicron outbreak, and that there’s

“an anxiety issue” among foreigners, especially those with
kids.
Officials in Shanghai rolled
out a testing blitz in 13 of the
city’s 16 districts – affecting
around 22 million people – in
the middle of July.
The financial centre, which
had endured a bruising twomonth lockdown during April
and May, was not taking any
chances amid the recent wave
of infections, though the situation was less dire than it was in
the spring.
Middle and senior management groups are among
those deciding to leave or delay their return, according to
business chambers, and one of
their primary concerns is their
children’s education.
Meanwhile, luring out-

side talent to Hong Kong and
mainland China has also become difficult. Hack explained
how major German corporations with a Chinese presence
must rely more heavily on local labour pools.
“In the past, it was a mix
of expats and local talent,” he
added. “Now, there are more
local talent, which is presumably what the Chinese government encourages.”
But Hack, who is also
the managing director at DZ
Bank in Hong Kong, pointed
out that “a mixed approach”
of staff has its advantages for
multinationals, because companies get more “cultural ambassadors”, and “it’s always
good to have people moving
around and being exposed to
different situations”.

Dogs and cats get wearable fans to beat scorching summer
Agencies

India’s Finance Minister Nirmala
Sitharaman
reached a six-year low of 5.9
per cent, she said, adding that
government debt to GDP ratio
has come down to 56.29 per
cent in FY22.
Efforts are being made
to bring down retail inflation
below 7 per cent, the minister
said.
Prices of edible oils have
corrected sharply following
steps taken by the government, she added.
Not happy with the reply
of the Finance Minister on the
price rise, Congress members
walked out of the House.

A Tokyo clothing maker has
teamed up with veterinarians
to create a wearable fan for
pets, hoping to attract the anxious owners of dogs - or cats that can’t shed their fur coats
in Japan’s blistering summer
weather.
The device consists of a
battery-operated,
80-gram
fan that is attached to a mesh
outfit and blows air around an
animal’s body.
Rei Uzawa, president of
maternity clothing maker
Sweet Mommy, says she was
motivated to create it after
seeing her own pet chihuahua exhausted every time it
was taken out for a walk in the
scorching summer heat.
“There was almost no
rainy season this year, so the
hot days came early, and in
that sense, I think we developed a product that is right for
the market,” she said.
After the rainy season in

A 5-y-o Scottish Fold cat named Sun wears a battery-powered fan outfit for pets, developed by Japanese maternity clothing maker “Sweet
Mommy”, during the copmany’s promotional event in Tokyo, Japan.

Pet dogs Moco and Purin are seen with wearable batterypowered ‘air
conditioner’ for pets in Tokyo, Japan

Tokyo ended in late June, the
Japanese capital suffered the
longest heatwave on record
with temperatures up to 35 degrees Celsius (95 Fahrenheit)

Mami Kumamoto, 48, owner
of a miniature poodle named
Pudding and a terrier named
Maco.
The device debuted in ear-

for nine days.
“I usually use dry ice packs
(to keep the dog cool). But I
think it’s easier to walk my
dog if we have this fan,” said

ly July and Sweet Mommy has
received around 100 orders
for the product, Uzawa said.
It comes in five different sizes
and is priced at ¥9,900.
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US begins court
battle against
merger of
publishing giants
AGENCIES
THE
government
and
publishing titan Penguin
Random House are set to
exchange opening salvos
in a federal antitrust trial
Monday as the U.S. seeks to
block the biggest U.S. book
publisher from absorbing
rival Simon & Schuster. The
case comes as a key test of
the Biden administration’s
antitrust policy.
The Justice Department
has sued to block the $2.2
billion merger, which would
reduce the Big Five U.S.
publishers to four.
In an unusual move,
the government’s star witness will be Stephen King,
the renowned author whose
works are published by Simon & Schuster. King is
expected to testify during
the weekslong trial in U.S.
District Court in Washington, D.C.
The government contends that it would hurt
authors and, ultimately,
readers if German media
titan Bertelsmann, of which
Penguin Random House is
a division, is allowed to buy
Simon & Schuster from U.S.
media and entertainment
company Paramount Global. It says the deal would
thwart competition and give
Penguin Random House gigantic influence over which
books are published in the
U.S., likely reducing how
much authors are paid and
giving consumers fewer
books to choose from.
The publishers counter that the merger would
strengthen
competition
among publishers to find
and sell the hottest books,
by enabling the combined
company to offer bigger advance payments and marketing support to authors.
It would benefit readers,
booksellers and authors,
they say.
Opposing attorneys for
the two sides will present
their cases before U.S. District Judge Florence Pan.
The two New Yorkbased publishers have impressive stables of blockbuster authors, who’ve sold
multiple millions of copies

and have scored multimillion-dollar deals. Within
Penguin Random House’s
constellation are Barack
and Michelle Obama, whose
package deal for their memoirs totaled an estimated
$65 million, Bill Clinton,
who received $15 million
for his memoir, Toni Morrison, John Grisham and Dan
Brown.
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Germany argues over nuclear
shutdown amid gas supply woes
The main opposition Union bloc has demanded an extension of the nuclear plants’ lives

Star witness
In an unusual move, the
government’s star witness
will be Stephen King, the
renowned author whose
works are published by
Simon & Schuster. King is
expected to testify during
the weekslong trial in U.S.
District Court in
Washington, D.C.
Simon
&
Schuster
counts Hillary Clinton, who
received $8 million for her
memoir, Bob Woodward
and Walter Isaacson. And
King. Bruce Springsteen
splits the difference: His
“Renegades: Born in the
USA,” with Barack Obama,
was published by Penguin
Random House; his memoir, by Simon & Schuster.
The Justice Department
contends that as things now
stand, No. 1 Penguin Random House and No. 4 Simon
& Schuster, by total sales,
compete fiercely to acquire
the rights to publish the
anticipated hottest-selling
books. If they are allowed to
merge, the combined company would control nearly
50% of the market for those
books, it says, hurting competition by reducing advances paid to authors and
diminishing output, creativity and diversity.
The Big Five — the other
three are Hachette, HarperCollins and Macmillan —
dominate U.S. publishing.
They make up 90% of the
market for anticipated topselling books, the government says.

The nuclear power plant (NPP) Isar 2 is pictured in Essenbach, Germany, Thursday, March 3, 2022.
AGENCIES
RISING concern over the impact of a potential Russian gas
cutoff is fueling the debate in
Germany over whether the
country should switch off its
last three nuclear power plants
as planned at the end of this
year.
The door to some kind of
extension appeared to open a
crack after the Economy Ministry in mid-July announced a
new “stress test” on the security of electricity supplies. It’s
supposed to take into account
a tougher scenario than a previous test, concluded in May,
that found supplies were assured.
Since then, Russia has
reduced natural gas supplies
through the Nord Stream 1
pipeline to Germany to 20%
of capacity amid tensions over
the war in Ukraine. It cited
technical issues that Germany
says are only an excuse for a
political power play. Russia
recently has accounted for
about a third of Germany’s
gas supply, and there are concerns it could turn off the tap
altogether.

The main opposition Union bloc has made increasingly frequent demands for
an extension of the nuclear
plants’ lives. Similar calls are
coming from the smallest party in Chancellor Olaf Scholz’s
coalition government, the
pro-business Free Democrats.
“A lot speaks for not
switching off the safe and climate-friendly nuclear power
plants, but if necessary using
them until 2024,” Finance
Minister Christian Lindner,
the Free Democrats’ leader,
told Sunday’s Bild am Sonntag newspaper. He called for
Economy Minister Robert
Habeck, who is responsible
for energy, to stop the use of
gas to generate electricity.
Calls for extending the use
of nuclear power are awkward
for the other two governing
parties, Scholz’s center-left
Social Democrats and, particularly, Habeck’s environmentalist Greens. Opposition
to nuclear power is a cornerstone of the Greens’ identity;
a Social Democrat-Green government launched Germany’s
exit from nuclear power two
decades ago.

A lot speaks for not
switching off the safe and
climate-friendly nuclear
power plants, but if
necessary using them until
2024.
Finance Minister Christian
Lindner
A government made up
of then-Chancellor Angela
Merkel’s center-right Union and the Free Democrats
set the nuclear exit’s current
form in 2011, shortly after the
Fukushima nuclear disaster
in Japan. It calls for the three
still-operational reactors to
go offline at the end of December.
Habeck has long argued
that keeping those reactors
running would be legally and
technically complex and do
little to address the problems
caused by a shortfall of gas,
arguing that natural gas isn’t
so much a factor in generating
electricity as in fueling industrial processes and providing

heating.
“We have a heating problem or an industry problem,
but not an electricity problem — at least not generally
throughout the country,” he
said in early July.
In this year’s first quarter,
nuclear plants accounted for
6% of Germany’s electricity
generation and gas for 13%.
Lindner said “we must work
to ensure that an electricity
crisis doesn’t come on top of
the gas crisis.” Some Greens
have indicated a degree of
openness in recent days to allowing one or more reactors
to keep running for a short
period with their existing fuel
rods, if the country faces a
power supply emergency —
though not to a longer extension.
Others aren’t impressed
by the idea. That “is also a
lifetime extension” for the
reactors that would require
a change to the existing law,
“and we won’t touch that,”
prominent Green lawmaker
Juergen Trittin — Germany’s
environment minister when
the nuclear phaseout was first
drawn up — told Saturday’s

Tagesspiegel newspaper.
Critics say that isn’t
enough anyway. Opposition leader Friedrich Merz
has urged the government to
order new fuel rods for the
remaining reactors immediately. Senior opposition lawmaker Alexander Dobrindt
called for three already-shut
reactors to be reactivated
and told the Welt am Sonntag newspaper that “in this
situation, lifetime extensions
for nuclear energy of at least
five more years are conceivable.” And Scholz’s position?
Government spokeswoman
Christiane Hoffmann said
last week that he is waiting
for the results of the “stress
test,” which are expected in
the coming weeks.
The government has already given the green light for
utility companies to fire up
10 dormant coal-fired power
plants and six that are oilfueled, and plans also to clear
the way for dormant lignitefired plants to be reactivated.
Another 11 coal-fired power
plants scheduled to be shut
down in November will be allowed to keep operating.

AAB workshop for Toyota commercial vehicles promises quick turnaround time
TRIBUNE NEWS NETWORK
DOHA

ABDULLAH Abdulghani &
Bros. Co. (AAB), the distributor of Toyota and Lexus vehicles in Qatar, has said that it
would continue its investment
and leadership in after-sales
sector.
By understanding that
quick turnaround time is of
utmost importance to its customers, AAB opened a dedicated commercial vehicles workshop last year. The workshop
is located in Building Number
33, opposite to the Main Service Center on Street 6.
AAB’s dedicated commercial vehicles workshop is
spread over an area of 3,000
square metres. The workshop
is equipped with the state-ofthe-art diagnostic tools, Toyota genuine parts and certified
Toyota-trained technicians to
meet the demand of prioritised service for the commercial vehicles such as buses,
vans and pick-ups. Also, customers can carry-out their periodic maintenance as well as
major repair at this workshop.
“AAB always believes in
customer’s voice and this
Commercial Vehicles workshop is the result of their requests for an exclusive service
center to cater to Commercial Vehicles. AAB supports
their customers by providing
them with alternate vehicles
as per ministry of commerce
and industrial guidelines and

recommendations. AAB Commercial Workshop is expanding further by adding more
working bays and washing
facility inside the same premises to introduce the Express
Lube plus service for commercial vehicle customers,” the
company said.
“AAB has always been a
pioneer in providing maintenance packages to our valued
customers. Maintenance contracts are a source of guaranteed pricing for the customers
as they will not be affected due
to fluctuation in pricing over
the period of time. Companies
going for 3 years maintenance
contract can save up to 35% in
their maintenance expenses.”
The training of service

advisors and technicians is
the most important factor for
the success of the after-sales
service sector. AAB has a special training department that
follows a consistent methodology according to the foundations set by Toyota Motor
Corporation. All AAB’s service advisors and technicians
are trained by professional
Toyota trainers through regular routine training at AAB to
further hone their skills. This
helps the service team to keep
them updated with the latest
technologies and skills.
The customer satisfaction
has always been the focus of
work for AAB, and the customer always continue to receive excellent services.
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Inflation begins to strain finances
of young, low-income Americans
Agencies
New York

As high inflation forces Americans to spend
more on gas and bills, young and low-income consumers are starting to feel financial pressure.
Generation Z consumers and those with
low credit scores are falling behind on credit
card and auto loan bills and accumulating
credit card debt at a pace not seen since before the pandemic.
For instance, credit card balances for
people ages 25 and younger rose by 30 percent in the second quarter from a year earlier, compared with an increase of just 11
percent among the broader population, according to a random sampling of 12.5 million
US credit files compiled by credit score company VantageScore. Balances for non-prime
borrowers, or people with credit scores below 660, rose by nearly 25 percent over the
same period.
For months, things have been looking
good for US consumers, their bank accounts
padded by government stimulus, student
loan forbearance and pandemic-era savings.
Bank executives have consistently said consumers have healthy financial cushions and
are spending money despite high inflation
and the slowing economy.
Now there are signs that some Americans have overextended their finances from
traveling and dining out while paying down
less debt on their credit cards, said Silvio Tavares, head of VantageScore. That contrasts
with consumers’ tendencies to pay off loans
and be more frugal during the first year of
the pandemic, according to Fed data.
“The consumer is strong, their balance
sheets are strong, and their repayment history on debt is strong relative to historical
averages,” Tavares said.
“However, there are areas of concern.
Number one among them is consumers are
adding leverage.” Federal Reserve Chairman
Jerome Powell has said the clock is running
out to bring down inflation, which is hovering at levels not seen since the 1980s.
Data out on Thursday showed US consumer spending grew at its slowest pace in
two years, as the economy unexpectedly contracted in the second quarter.
Those surging prices are causing consumers to cut back on discretionary spending, according to retail and consumer companies like Walmart and Tide-maker Procter
& Gamble, which lowered sales growth forecasts over the past week.
Rapidly accelerating prices could exacerbate financial strains among young people
and borrowers with low credit scores, Tavares said. Among non-prime borrowers, the

Surging prices are causing US consumers to cut back on discretionary spending, according to retail and consumer companies like Walmart and Tide-maker Procter & Gamble, which lowered sales growth
forecasts over the past week.
percentage of credit card and auto loans that
were more than 30 days past due also rose,
VantageScore found. Credit card delinquency rates are now back to their pre-pandemic
levels for young people and non-prime borrowers, the data showed.
“While the delinquency rates are not yet
a cause for concern, it’s definitely something
to watch,” Tavares said.
“You can get a bit of a canary in a coal
mine effect. If it happens with one group,
sometimes it can spread to another group.”
TransUnion, one of the big three consumer credit ratings agencies, estimates
credit card delinquency rates could rise to
8.4 percent in the first quarter of 2023, up
from 8 percent in the first quarter this year,

if inflation remains high.
The average debt held by a non-prime
customer was $22,988 in the first quarter
of 2022, excluding mortgages, according
to TransUnion. That is up from $22,461 a
year earlier, and $22,970 in the first quarter
of 2020, before the pandemic began in the
United States.
Auto loans make up a significant chunk
of that debt, as demand for vehicles soared
in 2021 in the United States, pushing up the
price and duration of loans for cars.
An executive at one large US-based auto
lender that works with many non-prime
consumers said that demand has upended
the maxim that a car loses value as soon as it
leaves the dealer.

Customers who become 90-days delinquent are more frequently paying off their
loan in full, said the executive, who asked
not to be named discussing non-public information. That indicates borrowers are taking advantage of high car values to sell their
car, rather than see it get repossessed.
For now, delinquencies on auto loans are
still lower than before the pandemic, the executive said.
“We think things are going to get back to
normal--we all expected that--but will they
get worse than normal? That’s the question.”
Another idiosyncrasy of the current US
economy is that the average credit score has
risen over the pandemic, a result of consumers spending less and paying down debt.

VantageScore’s average score was 697
at the end of June, 13 points higher than in
January 2020.
Bank of America, the second-largest US
bank by assets, recently said the average
credit score of its customers was 771.
For the youngest and lowest-income
consumers who more quickly feel the impacts of price shocks from inflation, those
credit gains may be tenuous if they continue
accumulating credit card debt, experts said.
“Any new customers--or customers new
to credit--are riskier,” said Moshe Orenbuch, an analyst at Credit Suisse who studies
banks’ loan portfolios. “A lot of that growth
(in debt) is replacing balances people paid
down in the early part of COVID.”

Global thematic funds see big outflows as growth stocks falter
Agencies
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Global thematic funds are
facing heavy outflows this
year as investors’ fascination
fade with such assets, most of
which are closely correlated
with economic growth.
Investors had piled into
such funds over the past couple of years as they allocated
money to high-growth sectors
and stocks tied to trending
themes such as work-fromhome, climate change and
artificial intelligence.
However, growth stocks
have slumped this year, due
to a rapid rise in interest rates
around the world, and that
has reduced the demand for
thematic funds.
According to Morningstar, thematic funds witnessed a record outflow of
$6.3 billion in the first half of
this year, compared with an
inflow of $142.9 billion in the
same period last year.
Their net assets also
dropped to $616.9 billion at
the end of June, a 24% drop
over the past year.
These declines have
prompted fund houses to
launch just 65 thematic funds
in the first half of this year,
compared with a record 234
in the same period last year.
“Thematic funds are
known to be among the
most risky categories of mutual funds, in part because
it restricts the opportunities

available. It prohibits the
fund from investing in stocks
that are not related to the
theme,” said Richard Gardner, chief executive officer at
financial services firm Modulus Global.
“In a bear market, investors tend to be incredibly risk
averse. So, it is only natural
that thematic funds would
see lessened interest.”
The ETF All-Stars Thematic Composite index,
which consists of stocks that
align with popular themes
such as fintech, sustainability
and healthcare innovation,
has declined 28.76 percent
this year, compared with the
MSCI World index’s fall of 15
percent.
The Global Robotics
Automation index ETF has
slumped 26.84 percent this
year, after delivering an average return of 30 percent in
the last three years.
Global cannabis stocks
tracker MJ ETF has fallen
46.8 percent this year.
The Morningstar data
showed robotics and automation funds faced $1.6 billion
worth of outflows in the first
half of this year, while fintech
and digital economy funds
had net sales of about $1.3
billion each.
The net assets of cannabis
funds declined to $1.3 billion
at the end of June, a 68 percent drop over last year, while
the assets of fintech funds
dropped to $8.6 billion, a 60

Traders work on the floor of the New York Stock Exchange. Thematic funds witnessed a record outflow of $6.3
billion in the first half of this year, compared with an inflow of $142.9 billion in the same period last year.
percent decline.
Though thematic funds
are lucrative investments,
investors often tend to pile
into them after their initial
big run-ups, exiting at losses,
some analysts said.
“Since every theme focuses on different aspects,
it is possible that some have
already lived their time,”
said Kunal Sawhney, CEO at
independent research firm
Kalkine.
A Morningstar report
showed that over the past 10

years, nearly 60 percent of
US thematic funds had shuttered, and just 22 percent
survived and outperformed
the broader global markets
index.
“In 2021, more than two
thirds of thematic funds underperformed the Morningstar Global Markets Index,”
Morningstar said. “This is a
sharp reversal from their stellar showing in 2020, highlighting the volatility that
goes hand in hand with thematic investing.”

According to an earlier report, thematic funds have tripled their share of the global
investment market to 2.7
percent of all equity funds in
the past decade, as investors
increased bets on trends from
artificial intelligence to Generation Z.
More than $800 billion
is now invested worldwide in
equity-based thematic funds
following “dramatic” growth
since the onset of the Covid-19 pandemic, according to
Morningstar. This compares

with just $71 billion at the
end of 2011, equivalent to 0.8
per cent of all equity funds at
the time.
The stellar growth comes
despite research suggesting
US-listed thematic exchange
traded funds often launch at
or near the top of the market
for their theme.
As a result, they have on
average
underperformed
the wider stock market on a
risk-adjusted basis by about
4 percentage points a year for
the first five years of their existence, according to a recent
paper.
“Some have delivered
phenomenal performance,
others have been duds [but]
most thematic funds don’t
beat global equities over
longer periods,” said Kenneth
Lamont, senior fund analyst for passive strategies at
Morningstar.
Analysis by Morningstar found that “many thematic funds have chalked
up impressive returns” since
the start of the pandemic
in March 2020. More than
half of thematic funds outperformed the Morningstar
Global Markets index in the
three years to the end of 2021,
it said.
However, the longer-term
record “isn’t nearly as compelling,” Lamont said, with
only 39 per cent of thematic
funds beating the index over
five years. In the past 15 years,
more than three-quarters of

thematic funds have closed,
while just one in 10 survived
and outperformed.
Ben Johnson, director
of global ETF research at
Morningstar, said “the issues
plaguing thematic funds are
by no means unique to them”,
with survivorship and outperformance rates tending to
be low for all types of active
strategies.
Lamont said the lacklustre long-term performance
of thematic funds was in part
a product of them tending to
have higher fees than nonthematic vehicles, creating
a larger drag on returns. He
also pointed to the weaknesses in a “hallmark of thematic funds” — an “on-the-fly
tweaking of funds’ investment strategies as themes
evolve”.
For example, the first
thematic fund, according
to Morningstar’s definition,
was The Television Fund,
launched in 1948 by Chicago-based Television Shares
Management. It was designed to benefit from rapid
growth in the industry, at a
time when there were just
1mn TV sets in the US and
colour TV was unheard of.
The fund expanded its
scope in 1950 to become the
Television-Electronics Fund
and in 1970 broadened out
further as the Kemper Technology Fund under a new
owner, before eventually
closing down.

