
THURSDAY, APRIL 2, 2020

Hon. Chairman Najeb Yacob Alhamer | Editor-in-Chief Mahmood AI Mahmood | Chairman & Managing Director P Unnikrishnan | Advertisement: Update Media W.L.L | Tel: 38444692, Email: sales@newsofbahrain.com | Newsroom: Tel: 38444680, Email: news@newsofbahrain.com
Subscription & circulation: Tel: 36458394 | Email:subscription@newsofbahrain.com | Website: www.newsofbahrain.com | Printed and published by Al Ayam Publishing 

FAISAL FAEQ

The journey of the OPEC+ 
group to cut oil produc-
tion began in January 2017 

and lasted until the end of March 
2020. 

This entailed 39 months of 
collaborated efforts among 24 
oil producers outside and inside 
OPEC.

It amounted to total output 
cuts of some 1.2 million barrels 
a day, where OPEC producers 
agreed to cut 800,000 barrels 
per day (bpd) and non-OPEC pro-
ducers by 400,000 bpd. Within 
this, Saudi Arabia reduced output 
by 500,000 bpd and Russia by 
230,000 bpd. 

At the end of 2019, the agree-
ment was amended to deepen the 
output cuts by 500,000 bpd to 1.7 
million bpd through the end of 
March 2020.

Who then shouldered most of 
the burden of the OPEC+ produc-
tion reduction?

Since the very start of the 
agreement, the Kingdom of Sau-
di Arabia has absorbed the lion’s 
share of the cuts.

It assumed more than 41 per-
cent of the total OPEC cuts, even 
though its production share was 
just 31 percent.

Its motivation has always been 
to ensure the security of energy 
supplies and balance in oil mar-
kets for the good of the global 
economy.

Russia’s commitment to com-
ply with the OPEC+ output cuts 

was shaky and questionable from 
the outset, as some resistance 
came from the Russian oil com-
panies who tried to hinder these 
efforts.

Russia also claimed it was dif-

ficult to reduce production due 
to the harsh climate and geo-
logical conditions of many pro-
duction areas during the winter 
season.

Production figures shows that 

on average, Moscow produced 
about 70,000 bpd more than it 
should under the OPEC+ agree-
ment.

On the other hand, Saudi 
Arabia committed more than it 
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Maintaining Banking System Safety amid the COVID-19 Crisis
BY TOBIAS ADRIAN AND 
ADITYA NARAIN

Today we face econom-
ic upheaval potentially 
more severe than we 

witnessed during the global 
financial crisis. The corona-
virus pandemic is a different 
kind of shock. Never before 
have modern economies shut 
down at the drop of a hat. 
From one week to the next, 
many workers lost their jobs 
and paychecks. Restaurants, 
hotels, and airplanes all emp-
tied. And consumers and busi-
nesses now face steep losses in 
income—and potentially wide-
spread bankruptcies.

Pressure on the banking 
system is growing and higher 
defaults on debt are imminent. 
And many now expect a shock 
to the financial sector simi-
lar in magnitude to the 2008 
crisis.

The question on the minds 
of policymakers is how they 
should prepare for this.

Just over a decade ago, glob-
al policy makers came together 
in an unprecedented display 
of coordination to launch the 
development of a revamped 
regulatory framework for the 
financial sector. They signif-
icantly raised the minimum 
standards for the quality and 
quantity of bank capital and 

liquidity and succeeded in 
building a more resilient bank-
ing system designed to hold 
buffers above the minimum 
that could be safely drawn 
down in stressed conditions.

In the current crisis, nation-
al authorities are taking a host 
of measures to provide fiscal 
support, and central banks are 
opening new liquidity lines. 
How should bank supervisors 
respond to ensure continued 
trust and confidence in the 
banking system?

Banking system prescrip-
tion

Like the health experts, bank 
supervisors are responding to a 
fast-moving and extraordinary 
situation. Supervisors must 
combine the tools from their 
playbooks for dealing with 
natural disasters, operational 
risk events, and bank stress ep-
isodes. With its global vantage 
point, and drawing from past 
experience, the IMF can offer 
some additional guidance on 
the way forward:

Don’t change the rules. Do-
ing this in the midst of a crisis 
will likely cause more confu-
sion. Likewise, be prepared to 
give banks time to meet rules 
if they fall short, and hold off 
on implementing new initia-

tives—banks should remain fo-
cused on maintaining ongoing 
operations, given the increased 
difficulties of conducting such 
operations remotely.

Use the buffers. Regulators 
have to communicate clearly 
that capital and liquidity buff-
ers should support continued 
bank lending, without adverse 
consequences for bank man-
agement. Banks built these 
buffers well above Basel min-
imum standards to manage 
strains on liquidity and rev-
enue loss from missed loan 
repayments.

Encourage loan modifica-
tion. Supervisors should clear-
ly communicate to banks to be 
proactive in rescheduling their 

loan portfolio for those bor-
rowers and sectors that have 
been hard hit by the severe, but 
temporary, shock. They should 
also remind banks about flex-
ible credit risk management 
and the accounting standards 
for impairment in these situa-
tions. Accounting bodies have 
helpfully stepped in to clarify 
to auditors how such modifi-
cations should be viewed once 
the economy begins to recover.

Don’t hide the losses. Banks, 
investors, shareholders and even 
taxpayers have to bear them. 
Transparency helps prepare 
all stakeholders; surprises only 
worsen their response, as was 
proven during the 2008 crisis.

Clarify regulatory treatment 
of support measures. Clari-
fying upfront how banks and 
regulators should treat fiscal 
measures, including measures 
directly targeted at borrowers, 
credit guarantees, payment 
holidays, direct transfers and 
subsidies—beyond any current 
guidance in the Basel capital 
framework—would help with 
overall transparency.

Strengthen communication. 
Encourage continuous dia-
logue between supervisors and 
banks, especially in this un-
precedented situation of work-
ing remotely with colleagues, 
customers, and supervisors. 

Typically, reporting require-
ments in key areas, such as li-
quidity and creditor positions, 
are enhanced in a crisis, but 
given operational disruptions, 
deferring other reporting re-
quirements less material to 
assessments of financial health 
may make sense.

Coordinate across borders. 
Banking is a global business. 
Broad coordination among 
national regulators at the in-
ternational level is imperative. 
This crisis will pass eventually, 
and the effects may take time 
to dissipate, but preserving the 
integrity of the international 
framework will be crucial for 
the credibility and integrity 
of the global financial system. 
International bodies like the 
Financial Stability Board and 
the Basel Committee on Bank-
ing Supervision are working 
night and day to do just this.

Will it be enough?

Simply put, it may be too 
early to tell. At this point, con-
ditions in many countries are 
as severe as the adverse sce-
nario of the stress tests that 
banking regulators commonly 
use to assess the strength of 
their banking systems.

And it might get worse.
All of this assumes that eco-

Like the health experts, 
bank supervisors are 
responding to a fast-

moving and extraordinary 
situation. Supervisors must 

combine the tools from 
their playbooks for dealing 

with natural disasters, 
operational risk events, and 

bank stress episodes.

nomic activity could restart lat-
er this year, but we have to also 
consider more adverse scenarios. 
Under more severely strained 
circumstances, we will have to 
rethink our playbook substantial-
ly. Some banking systems might 

Despite the 
gewgaws of  
enemies of the state 
, the government 
will continue 
to look after its 
citizens wherever 
they are and work 
hard to bring them 
back to Bahrain as 
soon as possible.     

Production figures shows 
that on average, Moscow 

produced about 70,000 bpd 
more than it should under 

the OPEC+ agreement.
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My proposal to the 
politically correct 

Automobile Companies 
would lower the average 
price of a car to consum-
ers by more than $3500, 
while at the same time 
making the cars substan-
tially safer. Engines would 
run smoother. Positive im-
pact on the environment! 
Foolish executives!

@realDonaldTrump

We are continuing to 
work closely with 

Governors across the 
Country as we respond to 
the Coronavirus together 
as a Nation. The health of 
the American people is 
our top priority.

@Mike_Pence

Ma n y  A m e r i c a n 
companies have 

answered President @
realDonaldTrump‘s call 
to action, joining the na-
tional war on the #Coro-
navirus. Together, as 
TEAM USA, we will beat 
this invisible enemy.

@PressSec

The amazing em-
ployees of our net-

work service providers 
have answered the call 
enabling our Nation to 
work, learn & entertain 
remotely at unprecedent-
ed rates in response to 
#COVID19Today @POTUS 
spoke to industry leaders 
to thank them for mtg 
the demand so we can be 
#TogetherApart

@IvankaTrump

 Disclaimer: (Views expressed 
by columnists are personal and 
need not necessarily reflect our 

editorial stances)

needed to under the commitment 
compliance rates.

This over-compliance amount-
ed to up to 185 percent in Decem-
ber 2019, when it produced 9.8 
million bpd, while Russia’s com-

mitment to reduce production 
was approximately 70 percent 
when it produced 11.2 million 
bpd.

When comparing the latest oil 
production data for the month of 
February 2020, we find that Saudi 
Arabia reduced its production 
by 180 percent at 9.7 million bpd 
while Russia reduced only 44 
percent at 11.3 million bpd.

With all that leniency, Russia 
called for changing the method 
of measuring its production lev-
els to exclude condensate before 
the December 2019 OPEC+ meet-
ing. Condensate wasn’t originally 
considered in the output cuts, 
representing around 800,000 bpd 
of the total Russian oil produc-
tion.

Even Russia’s compliance in 
the months of May, June, and 
July of 2019 was not voluntary 
but was due to the Druzhba pipe-

line oil-contamination crisis that 
pushed production below its 
OPEC+ target, after several Euro-
pean countries halted imports of 
Russian oil.

Has the US benefited from the 
agreement? The US was not a 
part of the OPEC+ journey but 
benefited the most from the ef-
forts to balance the market and 
reduce the supply glut, which 
maintained oil prices at levels 
that helped the US shale oil in-
dustry to prosper. 

This has led US oil production 
to rise from 8.8 million bpd in 
2016 prior to the OPEC+ agree-
ment to a record level of 13 mil-
lion bpd after 39 months of the 
agreement, and the majority of 
this increase in production came 
from the Permian Basin, whose 
production rose from 2 million 
bpd in 2016 to more than 5 mil-
lion bpd (exceeding Iraqi pro-
duction).

Has the US threatened the 
OPEC+ market share? Average 
oil exports from the US have sky-
rocketed from 520,000 bpd in 
2016 before the OPEC+ agreement 
to an average of 3 million bpd in 
2019. 

The overall increase in shale 
oil production went to export 
because it is not a desirable crude 
oil quality favored by US refin-
eries.

However, shale oil producers 
were able to sell it at huge dis-
counts to the Asian market where 
the majority of OPEC production 
is exported.

1989
Soviet leader Mikhail Gorbachev 
arrives in Havana, Cuba, to meet 
with Fidel Castro in an attempt 
to mend strained relations.

1989
ASUS corporation was founded.

1990
Rita Johnston becomes the first female 
Premier of a Canadian province when she 
succeeds William Vander Zalm (who had 
resigned) as Premier of British Columbia.

1992
In New York, Mafia boss John 
Gotti is convicted of murder and 
racketeering and is later sen-
tenced to life in prison.

TODAY 
IN 

HISTORY

At the moment all the attention of the world 
community is focused on containing Covid -19 
infection. Governments are sharing information, 

resources and cooperating in all fields on how to deal 
with the pandemic. Unfortunately, some governments 
are trying to use the occasion to interfere in the internal 
affairs of countries, deliberately sowing the seeds of 
sedition and chaos.

Bahrain government like all others is taking good 
care of its citizens against the coronavirus infection 
whether they are inside or outside the country. While 
there is low rate of human to human transmission of the 
virus in Bahrain, most of the positive cases are found 
on passengers coming from Iran and other countries. 
In its attempt to bring the citizens currently stranded 
in Iran, Bahrain has left no stone unturned to solve the 
crisis the citizens are facing. However, there are some 
international rules that govern such repatriation pro-
cedures to follow known as The International Covid -19 
Repatriation Programme (ICRP). This process ensures 
safe return of passengers from foreign lands and in-
cludes the provision of the right medical attention after 
arrival. Those requiring quarantining and isolating are 
separated before joining the family and the society. 

In line with this international procedure, Bahrain is 
doing its level best to bring back its citizens from Iran. 
Challenges remain, however. The lack of direct flights 
from some destinations in Iran to Bahrain, disagree-
ments with the chartered airlines assigned to carry the 

citizens back to Bahrain seem some 
of the factors that are slowing the re-
patriation process. These loopholes 
turned out to be good opportunities for 
some political peddlers to sow seeds 
of discord between the government 
and its people. 

Iran’s media have and continue 
to vomit poisonous venoms on the 
subject. They are trying to depict the 
technical delays as a deliberate gov-
ernment action which is absolute-
ly unacceptable by any standard. No 
country has committed such a crazy 
mistake on its citizens as far as it is 
governed by international rules and 
regulations. 

Qatar’s anti Bahrain campaign con-
tinues unabated. This time it is interfering in the sched-
uled flights of citizens from Iran to Bahrain and that it is 
doing without following the ICRP rules and regulations 
which puts the health of the passengers, the crew and 
people they may meet on arrival at risk. This blatant ac-
tion needs to be condemned. Above all its Bahrain issue 
and the Qataris have no business to put their hands on. 
Time will not allow rogue governments trying to score 
political gains where countries are busy dealing with the 
economic fallouts and strain in medical services due to 
the coronavirus infection.

 During the times of thick and thin Bahrainis rally 
behind their government and the social cohesion among 
the society remains stronger than ever. Qatar’s attempt to 
break the social fabric and Iran’s political machinations 
of the technical delays are simply exercises in futility.

His Royal Highness Prime Minster Prince Khalifa 
bin Salman Al Khalifa has reiterated that the safety of 
citizens is government’s top priority. He said that it has 
and never will abandon its citizens wherever they are 
and will continue to work to repatriate stranded citizens 
due to the current crisis or any other reason.  Speaking 
after the recent arrivals of those stranded citizens from 
Iran, the Premier has reiterated that Bahrain government 
never accepts under any pretext whatsoever, any citizen 
being subjected to any harm.

The coronavirus crisis has brought longtime political 
enemies on the same page. Cooperation among countries 
of different political and economic orientations have 
become the new normal. The differences have been put 
aside and saving lives are given top priority. Unfortu-
nately, our neighbours namely Qatar and Iran seem to 
lag behind the international community’s expectations 
and continue to exercise political profiteering business 
out of this crisis. 

Despite the gewgaws of  enemies of the state , the gov-
ernment will continue to look after its citizens wherever 
they are and work hard to bring them back to Bahrain 
as soon as possible.     

Peddlers of sedition… 

YENUS S

Maintaining Banking System Safety amid the COVID-19 Crisis
nomic activity could restart lat-
er this year, but we have to also 
consider more adverse scenarios. 
Under more severely strained 
circumstances, we will have to 
rethink our playbook substantial-
ly. Some banking systems might 

have to be recapitalized or even 
restructured. The IMF has deep 
experience in helping countries 
rebuild distressed banking sys-
tems through its technical assis-
tance programs, and will stand 
ready to help.


