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MENA MARKETS: WEEK OF FEBRUARY 12 - FEBRUARY 18, 2017

The MENA WEEKLY MONITOR

Economy___________________________________________________________________________
p.2 BAKER MCKENZIE SAYS LOW OIL PRICES AND PERSISTENT SECURITY CONCERNS 
WILL UNDERMINE M&A DEAL APPETITE IN MIDDLE EAST & AFRICA THROUGH 2020 
Baker McKenzie, in a joint global transactions study with Oxford Economics, said that M&A deal values 
declined by 40% to US$ 37 billion in 2016 in the Middle East and Africa. 

Also in this issue
p.3 Banks in Levant and North Africa exhibited a “stable” credit profile in an unstable environment  
 in 2016, according to S&P
p.4 Plan to introduce VAT in GCC could create operational risks for companies, says Fitch
p.4 Capital Intelligence revises the outlook on Oman’s sovereign ratings to “stable” from “negative”
p.4 Active projects in Dubai worth an estimated US$ 314 billion underway, as per BNC

Surveys___________________________________________________________________________
p.5 THE UAE TOPS MENA COUNTRIES IN ECONOMIC FREEDOM, AS PER HERITAGE 
FOUNDATION 
The Heritage Foundation issued the 2017 Index of Economic Freedom, according to which the United 
Arab Emirates emerged as the most economically free country in the region while Algeria lagged behind.       

Also in this issue
p.6 BMI sees gradual reduction in Qatar's debt levels 
p.6 GCC Sukuk issuance remain muted due to complexity, as per Standard & Poor’s  

Corporate News___________________________________________________________________________
p.7 SAUDI BINLADIN OBTAINS FRESH PAYMENTS FROM GOVERNMENT
Saudi Binladin Group received substantial payments from the KSA government to settle debts since the 
start of this year, a boost to the struggling construction conglomerate and to the Kingdom's economy.   

Also in this issue
p.7 Abu Dhabi awards China's CEFC 4% of oil concession for US$ 900 million
p.7 UAE's Strata inks deal to develop 3D printing technology
p.8 Nakheel to work on new US$ 231 million projects at Ibn Battuta Mall
p.8 Steel firm plans US$ 47 million expansion of Dubai factory
p.8 Qatargas opens Laffan Refinery 2

Markets In Brief___________________________________________________________________________
p.9 PRICE REBOUND IN REGIONAL EQUITIES, TWO-WAY FLOWS IN BOND MARKETS
Regional equity markets saw a price rebound this week, as reflected by a 1.9% rise in the S&P Pan Arab 
Composite Index, mainly supported by some favorable company-specific factors and an appreciation in 
the Egyptian Pound. The heavyweight Saudi Tadawul posted a 2.3% increase in prices week-on-week, 
and the UAE equity markets and the Qatar Exchange registered price gains of 0.9% and 2.0% respectively. 
In contrast, the Egyptian Exchange saw price falls, yet the US dollar-denominated S&P Egypt index surged 
week-on-week due to the local currency appreciation. In parallel, regional fixed income markets saw 
mixed price movements during this week, while regional CDS spreads contracted by 10 basis points.
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ECONOMY
______________________________________________________________________________
BAKER MCKENZIE SAYS LOW OIL PRICES AND PERSISTENT SECURITY CONCERNS WILL 
UNDERMINE M&A DEAL APPETITE IN MIDDLE EAST & AFRICA THROUGH 2020

Baker McKenzie, in a joint global transactions study with Oxford Economics, said low oil prices and 
persistent security concerns will undermine deal appetite through 2020 in the Middle East and Africa 
region. 

Last year, M&A deal values declined by 40%, from US$ 61 billion in 2015 to US$ 37 billion. The number 
of deals in the region declined from 371 to 263 for domestic deals and from 518 to 354 for cross-border 
transactions (five countries covered). 

As a matter of fact, Baker McKenzie forecasts that transactional activity in Middle East and Africa will 
remain sluggish this year, albeit with higher activity targeting distressed assets in the oil and gas sector. 
These economies will be among the hardest hit by China’s shift from commodities to service sector 
acquisitions, as per the same source.

The report forecasts a further drop to US$ 29 billion in 2017 before a modest recovery in commodity 
prices and the easing of austerity measures push the region’s M&A values slightly higher.

The report does not anticipate a recovery in the region’s transactional activity until 2018, once commodity 
prices have firmed and the region’s economies stabilize. Total M&A deal values are forecast to rise to US$ 
41 billion by 2019, but remain well below 2015 values.

With regards to the IPO market, Baker McKenzie said that fluctuating oil prices are a major driver of stock 
market performance and IPO activity. As a result, listings in the region have been limited this year. The 
report anticipates activity to pick up again as oil prices recover, reaching US$ 8.2 billion by 2019. 

On the other hand, this year could potentially see the listing of Saudi oil giant Aramco in what would be 
the biggest IPO in history, as per the same source.

TOTAL M&A TRANSACTIONS (US$ BILLION)

Source: Baker McKenzie
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In 2016, Middle East and Africa domestic IPO transactions reached a total of US$ 1.5 billion, down from 
US$ 2.1 billion in the previous year, due to a decline in IPO activity values in Egypt and Saudi Arabia. This 
year should see the total rise to US$ 3.5 billion, as per Baker McKenzie data, to account for close to 3% of 
the world’s total.  
_____________________________________________________________________________
BANKS IN LEVANT AND NORTH AFRICA EXHIBITED A “STABLE” CREDIT PROFILE IN AN 
UNSTABLE ENVIRONMENT IN 2016, ACCORDING TO S&P

Banks in the Levant and North Africa broadly exhibited a “stable” credit profile in an unstable environment 
in 2016, according to Standard & Poor’s (S&P). However, S&P expects banking systems in Egypt, Jordan, 
Lebanon, Morocco, and Tunisia to continue to face obstacles. 

Despite economic problems and political uncertainties in the region, no rated bank operating in the 
region saw its stand-alone credit profile worsen over 2016. Central to the rating agency’s analysis is the 
evolution of factors that feed into S&P’s banking industry country risk assessments. Macroeconomic 
vulnerabilities and political risks would remain key drivers of S&P’s ratings, as the situation in the region 
further deteriorated in 2016 with the Syrian crisis and sluggish regional economic growth.

High sovereign exposures remain the most significant risk looming over banks in 2017, especially in 
Lebanon, Jordan, and Egypt. Domestic banks bridge the significant financing needs of the government, 
and are consequently highly exposed to the sovereign compared with their equity base, according to 
Standard & Poor’s. 

Therefore, governments' creditworthiness weighs negatively on banks' ratings. Beyond typical 
constraints faced by banks in the Levant and North Africa such as internal and external political risks, 
Standard & Poor’s sees four key credit factors for bank ratings in 2017 and they consist of sovereign 
exposures, foreign currency risk, asset quality, and asset concentration.

Furthermore, foreign currency risk in the region would remain generally limited, except in the specific 
case of the Central Bank of Egypt's decision to float the pound, which raised issues for some banks in the 
region. In addition, concentration in banks' exposures by sector or issuer remains a key concern.

Finally, asset quality recognition and trends in nonperforming loan ratios are also central to S&P’s rating 
analysis. Impaired loan recognition, coupled with sectorial concentration, blur asset quality assessment 
in some countries.
_____________________________________________________________________________
PLAN TO INTRODUCE VAT IN GCC COULD CREATE OPERATIONAL RISKS FOR COMPANIES, 
SAYS FITCH

According to a note by Fitch, the plan to introduce value-added tax in Gulf Cooperation Council member 
States could create operational risks for companies and put pressure on EBITDA and cash flows in some 
industries as markets adjust. 

Collecting and remitting VAT to the government would have notable set-up and compliance costs. 
Businesses with VAT-exempt goods and highly competitive sectors could find themselves, rather than 
customers, taking on this additional cost. 

Moreover, VAT implementation could be as soon as early 2018, which would create a very tight timetable 
in a region with little history of taxation of any sort. This would introduce greater uncertainty and 
operational challenges for GCC corporates than for companies in other regions with established tax 
cultures that have introduced VAT or reformed their tax systems. However, the rating agency expects 
GCC governments to recognize these challenges and show a degree of flexibility during the initial 
implementation. 
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Companies would have to replace or update IT systems, implement new procedures and train staff 
before VAT is introduced. This would be particularly burdensome as it would add to costs when low oil 
prices and lackluster economic growth are weighing on corporate performance, particularly for SMEs. 
Companies involved in supplying goods and services between GCC members, or those operating within 
or between free zones, are likely to face additional complexities, as agreements between individual GCC 
members could vary, as per Fitch.

In theory, VAT is ultimately paid by the end consumer, so if a company does not fall into that category, 
the planned 5% rate should not have a direct impact on financial performance. Some goods or services 
may be assigned a zero rate, meaning the business would charge VAT at 0% on sales and would be able 
to reclaim VAT on purchases. 

But if the goods or services a company sells are VAT exempt then they would not be able to reclaim VAT 
on purchases and would have to bear this cost themselves. So it would be important to know the VAT 
treatment for sectors like healthcare, and education, which could face profit margin erosion if they are 
VAT exempt and are unable to increase prices to compensate.

Fitch believes the lack of any significant historical taxation means it would take time for companies to 
fully pass on costs, but that they would be able to do so eventually. The main long-term risk from the 
introduction of VAT is therefore the potential for errors in collecting and accounting for the tax that could 
leave companies liable for the cost themselves. This impact would not be clear until each member state 
establishes its own national legislation to enact the agreement, which could make the timetable even 
tighter, as per the rating agency.
_____________________________________________________________________________
CAPITAL INTELLIGENCE REVISES THE OUTLOOK ON OMAN’S SOVEREIGN RATINGS TO 
“STABLE” FROM “NEGATIVE”

Capital Intelligence (CI) revised the outlook on Oman’s sovereign ratings to “stable” from “negative”. 
While downgrading the Sultanate’s long-term foreign currency and local currency ratings to “BBB+” from 
“A-”, it affirmed the short-term foreign and local currency ratings at “A2”.

Oman’s credit ratings remain supported by a relatively high Gross Domestic Product (GDP) per capita, the 
country’s net creditor position, manageable public debt levels, sound banking sector and the likelihood 
of support from other Gulf Cooperation Council (GCC) member states in case of financial distress. 
The “stable” outlook, the rating agency says, indicates that Oman’s credit ratings are likely to remain 
unchanged over the next 12 months and balances the oil-driven fiscal and external deterioration with 
the country’s net creditor position, relatively high GDP per capita and support from other GCC states.
_____________________________________________________________________________
ACTIVE PROJECTS IN DUBAI WORTH AN ESTIMATED US$ 314 BILLION UNDERWAY, AS PER 
BNC

With a total of 4,000 active projects worth an estimated US$ 313.6 billion (Dh1.15 trillion) underway, 
Dubai's projects industry trends look set to remain upbeat through 2017, according to construction 
analytics by BNC (Business News for Construction).

The projects in the pipeline include those in the concept, design, tender, under construction and on-
hold phases, and constitute 39% of the number of active projects and 42% of the total estimated value 
of all active projects in the UAE, as per BNC.

Latest data from BNC's Dubai Overview Report shows that the urban construction sector has more than 
3,200 active projects amounting to a combined estimated value of over US$ 245 billion. This is followed 
by the transport sector with 187 projects valued at US$ 32.4 billion, the utilities industry with 203 projects 
valued at US$ 24.3 billion, 377 industrial projects valued at US$ 5.8 billion and 12 projects in the oil and 
gas sector totaling US$ 4.6 billion.
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SURVEYS
_____________________________________________________________________________
THE UAE TOPS MENA COUNTRIES IN ECONOMIC FREEDOM, AS PER HERITAGE FOUNDATION

The Heritage Foundation issued the 2017 Index of Economic Freedom, according to which the United 
Arab Emirates emerged as the most economically free country in the region while Algeria lagged behind.

The Index of Economic Freedom evaluates countries in four broad areas of economic freedom: rule of 
law, regulatory efficiency, limited government, and open markets. Based on its aggregate score, each of 
the 184 ranked countries were classified as “free” (i.e. combined scores of 80 or higher), “mostly free” (70- 
79.9), “moderately free” (60-69.9), “mostly unfree” (50-59.9), or “repressed” (under 50).

It is worth mentioning that, for the 2017 Index , most data covers the second half of 2015 through the first 
half of 2016. To the extent possible, the information considered for each factor was current as of June 
30, 2016.

Two countries within the MENA region were classified as “mostly free”, namely Qatar, and the UAE. 
Bahrain, Jordan, Oman, Kuwait, Saudi Arabia, and Morocco were among economies to be “moderately 
free”, as per Heritage Foundation.

Lebanon, Egypt, and Tunisia were seen as “mostly unfree” and Algeria was the only country to be 
classified as “repressed”. Iraq, Syria and Yemen were mentioned in the reported, however they were not 
assigned a rank due to the ongoing conflicts.

The UAE was the region’s top performer, coming in the 8th spot out of 184 countries worldwide. It has 
also registered an increase of 4.3% in its score annually to surpass Bahrain which was the region’s top 
performer for the previous two years.  

ECONOMIC FREEDOM 2017 INDEX MENA COUNTRY RANKINGS

Sources: Heritage Foundation, Bank Audi's Group Research Department 
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_____________________________________________________________________________
BMI SEES GRADUAL REDUCTION IN QATAR'S DEBT LEVELS

Qatar’s fiscal space ought to improve on rebound in oil prices and proposed introduction of value added 
tax (VAT), thus avoiding a dip into reserves, and will also see gradual debt reduction ahead, according to 
BMI.

BMI believes Qatar’s fiscal balance would swing back into surplus in 2018 as VAT is introduced and energy 
prices continue to strengthen, facilitating a gradual reduction in debt levels, which currently stand at 
around 53% of GDP (gross domestic product).

According to the report, Qatar’s budget deficit would narrow to 1.1% of GDP in 2017 as higher hydrocarbon 
prices increase government earnings and measures to diversify state revenue are implemented, expecting 
Brent to average US$ 57 per barrel this year, near the country’s US$ 60 fiscal breakeven price and higher 
than US$ 45 in 2016 and assumed in Doha’s this year’s budget.

A return to international debt markets by Qatar in 2017 (following its US$ 9bn Eurobond issue last May) 
appears unlikely, given the small size of the forecast deficit, the focus is on borrowing from the domestic 
banks in the quarters ahead as borrowing costs remain lower than the investment income lost by drawing 
down reserves, and to avoid domestic liquidity pressure, as per the report.

On expenditure, fiscal consolidation efforts would affect current spending to a limited extent as the 
government is working to improve operational efficiency, lower the public sector wage bill and rationalize 
subsidies, as per the report.

According to the report, capital spending would however remain elevated, driven by projects linked to 
the FIFA World Cup 2022 and Qatar National Vision 2030. In 2017 alone, the government has earmarked 
circa US$ 25 billion for major projects (transport, infrastructure, health and education)  representing 47% 
of total planned expenditure. 
_____________________________________________________________________________
GCC SUKUK ISSUANCE REMAIN MUTED DUE TO COMPLEXITY, AS PER STANDARD & POOR’S

Volume growth of sukuk issuance this year is expected to remain flat largely due to the complexity of 
issuance rather than liquidity that is limiting sukuk growth said S&P Global Ratings in a report entitled “Is 
Sukuk Issuance Suffering from The Liquidity Drop In Gulf Countries?”.

Lower liquidity in Gulf Cooperation Council (GCC) banking systems is not the main driver of muted sukuk 
issuance in recent years, as per the report. 

According to the report, compared with global peers, Gulf banks still carry a hefty part of their assets 
in liquid forms. The decision to issue sukuk or bonds ultimately lies with the issuer and depends on 
many factors. These include the cost of issuance, the capacity of the market to absorb the transaction, 
the issuer’s target investor base, how ready the issuer’s regulatory and legal environment is for sukuk 
issuance, and the complexity of structuring sukuk.

In GCC Islamic banks are among the main investors in sukuk. The Islamic finance industry remains 
dominated by banking, which accounted for more than 80 per cent of the industry’s US$ 2.1 trillion assets 
at year-end 2016, as per the report.

According to the report, despite the continuing drop in deposits GCC banks have strong funding profile 
by international standards, as it is mostly dominated by core customer deposits with an average loan to 
deposit ratio of 91% at the close of the third quarter of 2016. Moreover, GCC banks tend to keep sizeable 
amounts of cash and money market instruments on their balance sheets.

Sukuk have remained largely local in terms of investor base and issuers mainly in the core Islamic finance 
markets such as the GCC and Malaysia. While about 50% of the investor base are in the core Islamic 
markets, the distribution of sukuk investors shows a bias toward local investors, as per the report. 
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CORPORATE NEWS
_____________________________________________________________________________
SAUDI BINLADIN OBTAINS FRESH PAYMENTS FROM GOVERNMENT

Saudi Binladin Group received substantial payments from the KSA government to settle debts since the 
start of this year, a boost to the struggling construction conglomerate and to the Kingdom's economy, 
as per official sources.

SBG has received SR 2.4 billion (US$ 640 million) so far this year for its work on State projects including 
the King Abdulaziz International Airport in Jeddah.

Saudi Binladin Group Limited, through its subsidiaries, operates in infrastructure works, architecture 
and building construction, public buildings and airports; industrial and power projects; petroleum/
chemical and mining, real estate and operations and maintenance businesses. The company develops 
and constructs roads, express ways, coastal highways, bridges, underpasses, underground parking and 
storage facilities, and tunnels, regional and international airports and terminal buildings, holy mosques, 
hospitals, power generation facilities and air conditioning plants, and universities and educational 
institutions.
_____________________________________________________________________________
ABU DHABI AWARDS CHINA'S CEFC 4% OF OIL CONCESSION FOR US$ 900 MILLION

Abu Dhabi awarded a 4% stake in its onshore oil concession to CEFC China Energy Co for a fee of AED 3.3 
billion (US$ 900 million), as per a statement by State-owned Abu Dhabi National Oil Co (ADNOC).

The stake is the last to be awarded in the concession after international energy companies including 
Total, BP and China's CNPC secured stakes. ADNOC owns 60% of the concession.

The onshore fields, operated by Abu Dhabi Company for Onshore Petroleum Operations (ADCO), have 
total resources estimated at between 20 billion and 30 billion barrels of oil equivalent over the term of 
the concession.

It is worth noting that France's Total was the first major oil company to renew its involvement in the 
concession, securing a 10% stake in January 2015.

In December, BP struck a similar pact with ADNOC for a 10% stake.

Other Asian energy companies were granted smaller stakes.  INPEX Corp of Japan and GS Energy of South 
Korea received 5% and 3% stakes respectively. 
_____________________________________________________________________________
UAE'S STRATA INKS DEAL TO DEVELOP 3D PRINTING TECHNOLOGY

Strata Manufacturing, the advanced composite aero-structures manufacturing company owned 
by Mubadala Development Company, signed an agreement which would look at using 3D printing 
technology to create aircraft parts.

The deal inked with India's Reliance Defence Limited is part of plans to collaborate on advanced 
aerospace manufacturing capabilities between India and the UAE.

The potential partnership, which follows extensive discussions between the two companies, would look 
at opportunities in the production of carbon fiber composites aero structures, prepegs as well as 3D 
printing of aerospace components and airframe panels.

The Dhirubhai Ambani Aerospace Park, located at the Multi-modal International Cargo Hub and Airport 
at Nagpur, is being considered by Reliance for a new facility to support its aerospace ambitions, and 
forms part of the emerging aerospace industry in India.
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Under the memorandum of understanding, Strata and Reliance would consider new opportunities in the 
commercial aerospace market, address the emerging market for 3D printing of aircraft components and 
consider other areas of growth related to both the Abu Dhabi Economic Vision 2030 and "Make in India" 
initiative.
_____________________________________________________________________________
NAKHEEL TO WORK ON NEW US$ 231 MILLION PROJECTS AT IBN BATTUTA MALL

Master developer Nakheel began work on a new 55-storey residential tower, 16-screen cinema complex, 
multi-storey car park and retail expansion – with a combined total project value of AED 850 million (US$ 
231.4 million) – at Ibn Battuta Mall in Dubai.

Nakheel awarded a contract worth nearly AED 23 million to Dubai-based National Gulf Constructions LLC 
for enabling works at the site, located on the southern side of the world-famous mall, adjacent to The 
Gardens community.

Nakheel PJSC provides real estate development services. The company develops, sells, leases, and 
manages residential, commercial, retail, and leisure projects in Dubai. The company also develops and 
leases hospitality, leisure, and entertainment projects, such as club houses for residential communities, 
hotels, and community recreation centers, marine and yachting hubs and residential communities. It also 
develops and operates shopping malls. In addition, it offers leasing and property management solutions 
that include facilities management, community services and security services. 
______________________________________________________________________________
STEEL FIRM PLANS US$ 47 MILLION EXPANSION OF DUBAI FACTORY

Al Shafar Steel Engineering has announced plans for a AED 175 million (US$ 47.6 million) expansion of its 
facilities located at Dubai Industrial Park.

The expansion, which would result in one of the largest steel manufacturing companies in the region, 
is geared to grow the company's operational footprint in the UAE and the wider GCC region, as per a 
company statement. The company would add four new facilities spread over additional 1,200,000 square 
feet of land. Construction is scheduled to begin in the second quarter of 2017, and the new facility is 
scheduled to start operations by the end of 2018.

Al Shafar would invest AED 100 million on the construction of facilities and AED 75 million on installing 
new machinery. With 2,300 employees projected to work on-site, the factory would manufacture and 
fabricate ready-to-use products for delivery to local clients, with integrated facilities for warehousing, 
storage and offices.

Once the new facilities are commissioned towards end-2018, they would enable the company to increase 
its annual production value by approximately AED 300 million in the first two years, with an annual 
growth of 15%-20% in subsequent years, as per a statement.
______________________________________________________________________________
QATARGAS OPENS LAFFAN REFINERY 2

Qatargas, a global leading LNG company, inaugurated Laffan Refinery 2 in Ras Laffan Industrial City, 
effectively doubling Qatar’s condensate refining capacity to 292,000 barrels per day.

Laffan Refinery 2 is an important milestone in the development of the oil and gas sector in Qatar due to 
its strategic role in diversifying Qatar’s energy mix. As such, Laffan Refinery 2 would make a significant 
contribution to the sustained, economic development of the State of Qatar by optimizing the country’s 
natural resources for generations to come. By adding this project to Laffan 1, the refining capacity would 
double to 292,000 barrels per day, which is equal to 100 million barrels per year, making Ras Laffan 
Industrial City one of the biggest condensate refining locations in the world, as per official sources. 
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EQUITY MARKETS INDICATORS (FEBRUARY 12, 2017 TILL FEBRUARY 18, 2017)

Sources: S&P, Bloomberg, Bank Audi's Group Research Department

CAPITAL MARKETS
_____________________________________________________________________________
EQUITY MARKETS: PRICE REBOUND IN REGIONAL STOCK MARKETS, SUPPORTED BY 
FAVORABLE FINANCIAL RESULTS AND CURRENCY APPRECIATION

Regional equity markets saw a price rebound this week, as reflected by a 1.9% rise in the S&P Pan Arab 
Composite Index, mainly supported by some favorable company-specific factors and an appreciation 
in the Egyptian Pound. 

The heavyweight Saudi Tadawul registered a 2.3% growth in prices week-on-week, driven by some 
favorable company-specific factors. Kingdom Holding’s share price surged by 4.8% to SR 11.75. 
Kingdom Holding announced that it swapped 9% of EuroDisney company shares with shares in the 
Walt Disney Company while maintaining 1% direct ownership in EuroDisney in a transaction valued at 
around US$ 151 million, making a net profit of US$ 61 million in the deal. Yansab’s share price rose by 
1.3% to SR 57.73. Yansab posted 2016 net profits of SR 2.3 billion, up by 90.6% relative to the previous 
year. Saudi Kayan Petrochemical Company’s share price surged by 3.6% to SR 8.55. The firm posted 
2016 net profits of SR 135 million versus a net loss of SR 1.2 billion in the previous year.

The UAE equity markets registered a 0.9% increase in prices week-on-week, mainly helped by some 
favorable financial results. In Abu Dhabi, Union National Bank’s share price closed 2.3% higher at AED 
4.50. Union National Bank posted net profits of AED 251 million during the fourth quarter of 2016, 
as compared to net profits of AED 195 million over the corresponding period of 2015. Abu Dhabi 
National Insurance Company’s share price jumped by 41.7% to AED 3.40. Abu Dhabi National Insurance 
Company reported 2016 net profits of AED 205 million, as compared to a net loss of AED 335 million 
in 2015. Etisalat’s share price rose by 3.9% to AED 18.45. Etisalat posted 2016 net profits attributable 
to equity holders of AED 8.4 billion in 2016 as compared to net profits of AED 8.3 billion a year earlier.

In Dubai, Emaar Properties’ share price rose by 1.3% week-on-week to AED 7.640. Emaar Properties 
posted net profits of AED 1.61 billion during the fourth quarter of 2016, against net profits of AED 
1.03 billion in 2015, moving up by 56%. Shuaa Capital’s share price went up by 3.2% to AED 1.640. 
The investment firm’s Chairman said that Shuaa Capital is actively looking at acquisitions and is also 
working on three initial public offerings, two of which are likely to be finalized within the year 2017.

The Qatar Exchange posted a 2.0% rise in prices week-on-week, supported by some favorable financial 
results. United Development Company’s share price edged up by 0.5% to QR 21.61. UDC posted net 
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profits of QR 171 million during the fourth quarter of 2016 versus QR 95 million a year earlier. Barwa 
Real Estate’s share price surged by 5.0% to QR 40.30. Barwa Real Estate reported 2016 fourth quarter 
net profits of QR 100 million, as compared to a net loss of QR 518 million in the same period of 2015.

In contrast, the Egyptian Exchange saw mostly downward price movements this week, as foreign 
funds opted to cash gains after the Egyptian Pound appreciated by 10.6% against the US dollar to 
reach LE/US$ 16.00 at the end of the week amid eased importers’ demand for the greenback and as 
foreign market players headed back to Egypt after the government implemented a string of economic 
and financial reforms. The profit-taking operations initiated by foreigners were also supported by the 
Central Bank of Egypt’s last week decision to clear the backlog of investors seeking to send money 
abroad. Within this context, the bourse main benchmark index EGX 30 fell by 3.5% week-on-week, 
and the broader EGX 100 index dropped by 3.1%. However, the S&P Egypt BMI USD surged by 6.4% 
week-on-week given the Egyptian Pound appreciation, leaving a positive impact on the S&P Pan Arab 
Composite Index. 

Within this context, Commercial International Bank’s share price fell by 3.8% over the week to LE 77.15. 
Ezz Steel’s share price plunged by 6.9% to LE 17.16. Telecom Egypt’s share price plummeted by 9.4% to 
LE 11.92. Palm Hills Development’s share price closed 4.7% lower at LE 2.85. EFG-Hermes’ share price 
shed 5.4% to LE 23.28. 
_____________________________________________________________________________
FIXED INCOME MARKETS: TWO-WAY FLOWS IN REGIONAL BOND MARKETS

Regional fixed income markets saw mixed price movements during this week, while regional CDS 
spreads contracted by 10 basis points to reach 241 basis points.

In the Kuwaiti credit space, KIPCO’19 was down by 0.50 pt, while KIPCO’20 and ’23 posted weekly 
price gains of 0.50 pt each. Regarding new issues, Kuwait Projects Company issued a ten-year US$ 
500 million bond under its US$ 3 billion Euro Medium Term Note Program at a coupon rate of 4.5%, 
which was four times oversubscribed. Amongst financials, Burgan Bank’21 and Burgan Bank Perpetual 
closed up by 0.13 pt and 0.25 pt respectively.

In the Omani credit space, sovereigns maturing in 2021 and 2026 were up by 0.38 pt and 0.75 pt 
respectively over the week. National Bank of Oman’19 closed up by 0.25 pt. Capital Intelligence 
revised the outlook on Oman’s sovereign ratings to “stable” from “negative”. While downgrading the 
Sultanate’s long-term foreign currency and local currency ratings to “BBB+” from “A-”, CI affirmed 
the short-term foreign and local currency ratings at “A2”. Oman’s credit ratings remain supported by 
a relatively high GDP per capita, the country’s net creditor position, manageable public debt levels, 
sound banking sector and the likelihood of support from other GCC member states in case of financial 
distress. The “stable” outlook indicates, according to CI, that Oman’s credit ratings are likely to remain 
unchanged over the next 12 months and balances the oil-driven fiscal and external deterioration with 
the country’s net creditor position, relatively high GDP per capita and support from other GCC states.

In Dubai, sovereigns maturing in 2017, 2020, 2022 and 2023 registered weekly price falls of 0.13 pt to 
0.50 pt, while DUGB’43 was up by 0.13 pt. ICD’20 closed down by 0.25 pt, while ICD’24 traded up by 
0.25 pt. Prices of DP World’17 and ’37 retreated by 0.13 pt and 0.25 pt respectively, while DP World’20 
was up by 0.13 pt. Prices of Majid Al Futtaim’24 increased by 0.13 pt, while MAF Perpetual closed down 
by 0.50 pt. As to plans for new issues, Majid Al Futtaim mandated banks ahead of a potential US dollar 
bond issue. HSBC, National Bank of Abu Dhabi and Standard Chartered were appointed to arrange 
the deal. 

However, the list was not conclusive and other banks could be involved at a later stage. As to papers 
issued by financial institutions, EIB’18 was down by 0.13 pt, while EIB’21 traded up by 0.13 pt. Prices 
of ENBD’20, ENBD Perpetual (offering a coupon of 5.75%) and ENBD Perpetual (offering a coupon 
of 6.375%) rose by up to 0.25 pt each. DIB Perpetual (offering a coupon of 6.25%) and DIB Perpetual 
(offering a coupon of 6.75%) posted price falls of 0.13 pt each.
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Z-SPREAD BASED AUDI MENA BOND INDEX V/S INTERNATIONAL BENCHMARKS

Sources: Bloomberg, JP Morgan, Bank Audi's Group Research Department

In Abu Dhabi, sovereigns maturing in 2021 and 2026 traded down by 0.13 pt and 0.50 pt respectively 
week-on-week. Mubadala’21 was down by 0.25 pt, while Mubadala’22 and’23 closed up by 0.13 pt and 
0.25 pt respectively. Prices of IPIC’18 and ’41 declined by 0.25 pt each, while IPIC’21, ’22 and ’23 were up 
by 0.13 pt each. Taqa papers maturing between 2019 and 2024 posted price drops ranging between 
0.13 pt and 0.50 pt. Amongst financials, ADCB’18 and’19 (offering a coupon of 2.75%) were up by 0.19 
pt and 0.13 pt respectively, while ADCB’23 (offering a coupon of 3.125%) and ’23 (offering a coupon of 
4.50%) closed down by 0.75 pt and 0.19 pt respectively.

In the Saudi credit space, sovereigns maturing in 2021 and 2026 recorded weekly price gains of 0.31 pt 
and 0.63 pt respectively, while sovereigns maturing in 2046 saw price drops of 0.75 pt. SABIC’18 and 
’20 closed down by 0.13 pt and 0.25 pt respectively. Fitch affirmed SABIC’s long-term IDR and senior 
unsecured rating at “A+” and short-term IDR at “F1”. The outlook on the long-term IDR is “stable”. The 
senior unsecured rating on SABIC Capital’s guaranteed bonds was also affirmed at “A+”. The ratings 
reflect SABIC’s vertically integrated operations, state of the art world-scale production facilities and 
access to competitively priced natural gas feedstock in KSA.
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___________________________________________________________________________
DISCLAIMER

The content of this publication is provided as general information only and should not be taken as an 
advice to invest or engage in any form of financial or commercial activity. Any action that you may take 
as a result of information in this publication remains your sole responsibility. None of the materials 
herein constitute offers or solicitations to purchase or sell securities, your investment decisions should 
not be made based upon the information herein.

Although Bank Audi Sal considers the content of this publication reliable, it shall have no liability for 
its content and makes no warranty, representation or guarantee as to its accuracy or completeness.


