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IN DEPTH: FSA RULES ON BONUSES 

We have received the following answer on our ôDo You 
Agree?õ section from Dr. Mahmoud Youssef: 
There is no question that new guidelines are needed on how bo-
nuses should be paid out. There is nothing wrong with rewarding 
success so in principle bonus payment should not be stopped, 
especially if it has been approved by the Board and AMG of the 
company. The criteria set for its award is what needs to be 
changed and more controlled. If a guaranteed bonus is included in 
a contract then its not a bonus any more, instead it becomes part 
of the salary and is no longer based on performance. Furthermore 
if the giving out of a bonus is based on short term gain then it will 
continue to encourage the person receiving it to take very high 
risks for short term gain. However if it's structured in a way to 
avoid these loop holes it can and should be encouraged as it will 
reward success. In no way should it ever reward failure no matter 
what the reasons are.  I also don't encourage capping the bonus 
limit unless the proper guidelines are set. It is essential that these 
guidelines are implemented on an international scale. If the new 
guidelines were solely implemented nationally, skilled people 
would move to places where there are no such guidelines and The 
UK would loose out on hiring the top talents.  
The implementation of new guidelines is essential if we are to 
stop the greed that is permeating the current banking climate. In 
this way, problems of today will be prevented in the future.  

LATEST NEWS FROM THE 
UK 

 

§ Governor of the Bank of Eng-
land Mervyn King  warns 
against too much optimism for a 
quick recovery of the UK econ-
omy stating that banks are still 
incapable of providing enough 
lending to fuel a solid recovery 

 

§ The FTSE falls by 1% after the 
announcement of the Federal 
Reserve that the US economic 
recovery is fragile and that in-
terest rates need to remain be-
tween 0% and 0.25%  

 
 

Egyptõs Central Bank Cuts its Interest Rate 

The Central Bank of Egypt (CBE) has cut its overnight deposit 
rate from 8.5% to 8.25% and its lending rate from 10% to 9.75%. 
These latest cuts show that the CBE is supportive of economic 
recovery in Egypt while it is consistent with maintaining the un-
derlying inflation within the CBE comfort zone. Expected is that 
the CBE will further cut the interest rates by a quarter point dur-
ing the remainder of the year. Economic growth has slowed from 
7.2% in July 2008 to 4.7% in July 2009.  Urban inflation dropped 
to 9% in August from 9.9% in July of this year.  But will this cut 
benefit the depositors given the fact that 65% of deposits  are 
family and pension deposits?       Source: Egypt Daily News 

G20 Summit to Give Regulators Power to Curb Bonuses 
Ahead of the G20 Summit taking place in Pittsburgh, US today it 
has been announced that bankerõs pay and bonuses will feature 
prominently in the meetings. Alistair Darling, UK Chancellor has 
already indicated that he believes that regulations enforced by the 
Financial Services Authority will have to be used to limit the pro-
portion of profits banks can hand out in bonuses. He also men-
tioned that successful employees need to be rewarded. The UK is 
warming to the proposal on the grounds that it will help financial 
institutions to divert more cash into building capital reserves.  
                    Source: UK Times 

LATEST NEWS FROM  
EGYPT  

 

§ The swine flu has led to post-
ponement of the start of the aca-
demic year to 3 October 2009 
for schools & universities in 
Egypt. The number of Swine Flu 
cases after the Ramadan Umra 
was not as high as expected 

 
§ Egyptõs industrial production 

has increased by 80% for fiscal 
year 2008-2009 compared to 
2004-2005. Industrial produc-
tion annual growth rates rose by 
2.9% and private sector contri-
bution to the sector rose to 
87.8% for 2008-2009 

Do You Agree? 
The UKõs Financial Services Authority (FSA) should have pushed through 
its original stricter rules on the way bankerõs bonuses are structured under 
the new code published recently.  
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