
1Week 06  February 05 - February 11, 2017

FEBRUARY 05 - FEBRUARY 11, 2017

WEEK 06

Bank Audi sal - Group Research Department - Bank Audi Plaza - Bab Idriss - PO Box 11-2560 - Lebanon - Tel: 961 1 994 000 - email: research@banqueaudi.com

CONTACTS

RESEARCH

Treasury & Capital Markets

Bechara Serhal
(961-1) 977421
bechara.serhal@banqueaudi.com

Nadine Akkawi
(961-1) 977401
nadine.akkawi@banqueaudi.com

Private Banking

Toufic Aouad
(961-1) 954922
toufic.aouad@bankaudipb.com

Corporate Banking

Khalil Debs
(961-1) 977229
khalil.debs@asib.com

Marwan Barakat
(961-1) 977409
marwan.barakat@banqueaudi.com

Jamil Naayem
(961-1) 977406
jamil.naayem@banqueaudi.com

Salma Saad Baba
(961-1) 977346
salma.baba@banqueaudi.com

Fadi Kanso
(961-1) 977470
fadi.kanso@banqueaudi.com

Gerard Arabian
(961-1) 964047
gerard.arabian@banqueaudi.com

Farah Nahlawi
(961-1) 959747
farah.nahlawi@banqueaudi.com

Anthony Badr
(961-1) 964714
anthony.badr@banqueaudi.com

Nivine Turyaki
(961-1) 959615
nivine.turyaki@banqueaudi.com

MENA MARKETS: WEEK OF FEBRUARY 05 - FEBRUARY 11, 2017

The MENA WEEKLY MONITOR

Economy___________________________________________________________________________
p.2 IIF PREDICTS SHORT-TERM PAIN AND LONG-TERM GAIN FOR MENA COUNTRIES 
The IIF issued a MENA report in which it said that growth in GCC countries is projected to slow further 
this year, reflecting the decrease in oil production following the November OPEC agreement, whereas oil 
importers will see a pick-up in growth from 2.8% in 2016 to 3.3% in 2017 and 4.0% in 2018.  

Also in this issue
p.3 VAT implementation in the GCC region to be key test for Islamic finance industry, as per Fitch
p.4 KSA approves financial support for environment, water and agriculture sectors worth US$ 24.5  
 billion
p.4 Standard & Poor’s affirms Abu Dhabi ratings at “AA/A-1+” with a “stable” outlook

Surveys___________________________________________________________________________
p.5 UAE FIRST IN MENA IN KPMG’S VARIABLES FOR SUSTAINED GROWTH SURVEY 
The United Arab Emirates topped 16 other MENA countries in KPMG’s “Variables for sustained growth 
2016” index, while Qatar and Bahrain came in the second and third position respectively.       

Also in this issue
p.6 Transportation systems in GCC face fiscal, safety and environmental challenges, as per Strategy& 
p.6 EIU expects real GDP growth to slow to 3.9% in Egypt  

Corporate News___________________________________________________________________________
p.7 NREC SIGNS AN AGREEMENT FOR A US$ 101.5 MILLION LOAN 
National Real Estate Company (NREC), a Kuwait-based developer with projects exceeding US$ 1 billion in 
Egypt and the UAE, has signed an agreement for a US$ 101.5 million loan.   

Also in this issue
p.7 Dubai's Drake & Scull outlines turnaround plan as it stays in the red
p.7 Qatar Petroleum overtakes Rosneft and ExxonMobil in total output
p.7 French firm plans Abu Dhabi base for Sharia-compliant aircraft finance
p.8 Dubai's Shuaa Capital actively looking at acquisitions
p.8 RTA signs deal with Tesla to buy 200 electric vehicles    
p.8 UAE's Dana Gas freezes Egypt investments over debts

Markets In Brief___________________________________________________________________________
p.9 EXTENDED PRICE DECLINES IN EQUITIES, PRICE GAINS IN BOND MARKETS
Regional equity markets saw extended price declines this week, as reflected by a 0.4% retreat in the S&P 
Pan Arab Composite Index, mainly dragged by the heavyweight Saudi Tadawul, while the UAE equity 
markets and the Egyptian Exchange posted healthy price gains, and the Qatar Exchange registered shy 
price increases. In contrast, regional bond markets saw upward price movements across the board, with 
both local and offshore accounts showing a healthy bid across sovereigns and financials, tracking rises in 
US Treasuries as heightened political risks posed by the French Presidential elections and worries over US 
President's policies stoked safe haven demand.especially in the GCC low beta space.
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ECONOMY
_____________________________________________________________________________
IIF PREDICTS SHORT-TERM PAIN AND LONG-TERM GAIN FOR MENA COUNTRIES

The Institute of International Finance (IIF) issued a MENA report in which it said that growth in GCC 
countries is projected to slow further from 1.9% in 2016 to 1.6% in 2017, reflecting the decrease in oil 
production, following the November 2016 OPEC agreement. However, non-oil growth is expected to pick 
up to 2.4% in 2017 and 3.0% in 2018 due to easing of fiscal consolidation and the modest recovery in oil 
prices. Nonetheless, headwinds from tight financial conditions and a real exchange rate appreciation will 
pose challenges for non-oil activity.

The IIF expects growth in non-GCC oil exporters to remain relatively strong, helped by the lifting of 
economic sanctions on Iran and recovery in economic activity both in Libya and Iraq after three years of 
contraction.

Oil exporters in the region have responded to the sharp deterioration in fiscal accounts by launching 
much-needed fiscal reforms, which have so far focused on cuts in fuel subsidies and capital expenditure. 
Additional adjustment in the coming years will focus more on mobilization of non-oil revenues 
(including fees, various charges, introduction of VAT in 2018 at 5%, and privatization). The sizeable fiscal 
consolidation underway, combined with a gradual recovery in oil prices, should put fiscal positions on a 
more sustainable footing, as per the report.

With average oil prices expected by the IIF at US$ 52 per barrel this year (an increase of 16% from 2016), 
the consolidated fiscal deficit of the GCC is expected to narrow from 10.3% of GDP in 2016 to 5% of GDP 
in 2017, while the current account is projected to shift from a deficit of US$ 43 billion to a small surplus.

Banking systems are still well positioned to cope with low oil prices in the short-term, although liquidity 
conditions have tightened, rates are rising, and profitability of banks is declining, as per IIF.

The IIF does not expect a change in the exchange rate regime in the GCC, Jordan and Lebanon given 
that the peg is regarded as a critical anchor for price and financial stability. The pegs to the dollar are 
underpinned by large foreign currency assets. Also, the flexibility of the labor market in the GCC allows 
for improving competitiveness without the need for currency adjustment. 
 

MENA REAL GDP GROWTH: 2017/2018 FORECASTS*

Sources: IIF, Bank Audi's Group Research Department
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The region’s oil importers have benefited from low oil prices, although declining remittances and 
investment from the GCC countries have partly offset the benefits. While public spending has been 
rationalized through wage restraint and cuts in fuel subsidies, the fiscal deficits and the debt-to-GDP 
ratios remain high in Lebanon, Egypt, and Jordan.

Oil importers will see a pick-up in growth from 2.8% in 2016 to 3.3% in 2017 and 4.0% in 2018, according 
to the IIF. Improved private sector confidence, owing to some progress from recent reforms and de-
escalation of conflicts in the MENA region, will support the recovery. However, growth will still be too 
low to make serious inroads into persistently high unemployment and widespread socioeconomic 
disparities, as per the report.

In addition to achieving macroeconomic stability, further progress in structural reforms will be needed 
to promote economic diversification and raise medium-term growth prospects to ensure that the private 
sector can create enough jobs for the young and growing population, as per the IIF. Several countries in 
the region have announced such plans, including Saudi Arabia’s Vision 2030.

Key downside risks cited by the IIF include a weaker-than-expected rise in oil prices, faster-than-
expected US monetary tightening, worsening of security conditions, collapse of the nuclear deal with 
Iran, and slower implementation of reforms, which would undermine tourism, private investment, and 
macroeconomic stability.  
_____________________________________________________________________________
VAT IMPLEMENTATION IN THE GCC REGION TO BE KEY TEST FOR ISLAMIC FINANCE 
INDUSTRY, AS PER FITCH

The plan to introduce Value Added Tax (VAT) in Gulf Cooperation Council (GCC) member States could be 
a key test for the region's Islamic finance industry regarding tax parity between conventional and Islamic 
finance transactions, as per Fitch. It could affect all the main pillars of the industry: Islamic banks, Sukuk, 
Takaful and sharia-compliant corporates and fund managers. 

Saudi Arabia and Bahrain approved the implementation of VAT in the GCC, as per Fitch. However, local 
implementation laws must still be agreed in each country. This paves the way for the introduction of an 
expected 5% VAT rate as early as the beginning of 2018, in a region with little history of taxation.

Without tax neutrality or equality rules, the introduction of VAT would put Islamic finance transactions 
at a disadvantage to conventional transactions. In principal, Islamic finance activities should have a real 
economic purpose, involving services and/or asset-based or asset-backed transactions. 

For example, a Murabaha Sukuk, a simple, commonly used contract, can be summarized as the sale 
of an agreed asset or commodity at cost plus an agreed profit margin, which may then be financed in 
instalments. Banks also use Murabaha as a means of providing liquidity to their customers, by buying the 
assets and then selling them to the customer at a mark-up, whilst giving the customer a period of credit 
in which to pay the purchase price and mark-up. The transaction often involves an arrangement for the 
bank to sell the assets into the market as agent for the customer and to account to the customer for the 
proceeds of that on-sale. 

A VAT charge adds to the instalment payments in a Murabaha, while a conventional transaction would 
not have VAT for the sale of the asset added to the interest payments. It is worth noting that Murabaha 
is only one form of Islamic finance. The tax impact could be even bigger for more complex transactions.
Fitch expects that GCC authorities would make Islamic finance tax equality a priority. Given the aim of an 
aligned GCC VAT framework, the rating agency believes these rules would be broadly comparable across 
the region. Islamic finance represents a substantial proportion of the banking market across the GCC, 
particularly in Saudi Arabia which has a mature and developed Islamic finance industry, representing 
about two-thirds of total bank financing at end-1H16, and in Kuwait where it accounts for almost 40% of 
banking assets.
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_____________________________________________________________________________
KSA APPROVES FINANCIAL SUPPORT FOR ENVIRONMENT, WATER AND AGRICULTURE 
SECTORS WORTH US$ 24.5 BILLION

Saudi Arabia approved financial support for the environment, water and agriculture sectors worth SR 
92.0 billion (US$ 24.5 billion) to help them meet their goals under the government's 2030 economic plan.

According to the Minister for Environment, Water and Agriculture, the Ministry received support from the 
government to achieve 16 strategic goals which are in line with the economic transformation program 
Vision 2030.

It is worth noting that Vision 2030 aims to diversify the economy by reducing dependence on oil revenues. 
Within this context, the national transformation plan listed spending worth SR 13.94 billion (US$ 3.71 
billion) to the Ministry of Agriculture and another SR 12.92 billion (US$ 3.4 billion) to the Ministry of Water 
and Electricity.

As part of the reform drive, Saudi Arabia aims to reduce electricity and water subsidies by SR 200 billion 
(US$ 53 billion) and reduce non-oil subsidies by 20% by 2020.

Vision 2030 also aims to boost the private sector participation in water and electricity sectors. Saudi 
Arabia started restructuring its energy and water sectors to support sweeping economic reform plans to 
deter the world's largest crude exporter off its dependence on oil.
_____________________________________________________________________________
STANDARD & POOR’S AFFIRMS ABU DHABI RATINGS AT “AA/A-1+” WITH A “STABLE” 
OUTLOOK

S&P affirmed the “AA” long-term and “A-1+” short-term foreign and local currency sovereign credit 
ratings on the Emirate of Abu Dhabi. The outlook is “stable”.

The ratings are supported by Abu Dhabi's strong fiscal and external positions. The exceptional strength 
of the government's net asset position provides a buffer to counteract the negative impact of lower oil 
prices on economic growth, government revenues, and the external account.

The ratings are constrained by S&P’s assessment that the emirate has less-developed political institutions 
than non-regional peers in the same rating category. Limited monetary policy flexibility (given the UAE 
dirham’s peg to the U.S. dollar), gaps and delays in the provision of macroeconomic, fiscal, and external 
data, and the underdeveloped local currency domestic bond market also weigh on the ratings.

Standard & Poor’s expects that Abu Dhabi would maintain its extremely strong net fiscal asset position 
above 200% of GDP over 2017-2020. This is one of the highest net government asset ratios among the 
sovereigns.

S&P’s approach to estimating Abu Dhabi Investment Authority (ADIA)'s investment income reflects the 
20-year annualized return of 6.5% published in ADIA's 2015 review, and the rating agency’s expectation 
of lower returns on average in the future.
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SURVEYS
_____________________________________________________________________________
UAE FIRST IN MENA IN KPMG’S VARIABLES FOR SUSTAINED GROWTH SURVEY

The United Arab Emirates topped 16 other MENA countries in KPMG’s “Variables for sustained growth 
2016” index, while Qatar and Bahrain came in the second and third position respectively. 

The Variables for Sustained Growth (VSG) Index aims to compare the productivity potential of different 
countries across a range of factors focusing on that policy makers can influence. The VSG Index is divided 
into five pillars, macroeconomic stability, openness to catch-up with best practice, infrastructure quality, 
human capital and strength of public institutions. It is worth noting that scores of each sub-indicator is 
attributed a different weight (determined by econometric analysis) before calculating the overall score.

Some VSG indicators, such as education, technology and strength of institutions, have the potential to 
greatly affect the future economic growth and wealth of countries, as per the report.

The UAE, the top regional performer, earned an overall score of 6.3 (over 10) while scoring 7.2 in terms 
of macro-stability, 1.7 in openness to catch-up with best practice, 5.7 in infrastructure, 5.0 in terms of 
human capital and 7.8 in terms of institutional strength. Qatar the region’s next best performer earned a 
score of 6.0 on the overall score while scoring 5.7, 4.4, 5.2, 5.1 and 7.4 in each sub-indicator respectively. 
It is worth noting that the UAE came in the 26th position globally while Qatar came in the 27th. The 
region’s worst performer was Syria, earning an overall score of 2.0, with macro-stability being attributed 
no score, 1.4 in openness to catch-up, 1.2 in infrastructure, 3.6 in human capital and 1.8 in human capital. 

According to the report, the top of the 2016 VSG Index is dominated by higher income countries, but 
income alone does not determine performance in the VSG Index. Policy makers themselves have a role 
to play in improving their countries’ growth potential, as measured in the index.

On the other hand, some countries with comparatively high levels of income perform relatively poorly 
on the VSG Index. This is particularly true of producers and exporters of natural resources. For instance, 
Qatar, and Kuwait enjoy very high income levels, but underperform in many areas on the VSG Index 
compared with countries with similar income brackets such as Norway, Singapore, and Luxembourg.  

VSG INDEX MENA RANKINGS 

Source: KMPG, Bank Audi's Group Research Department 
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Their lower ability to attract FDI and the mixed quality of their infrastructure, combined with weak 
public institutions drag them down by 40% , on average,  from expected VSG levels based on income per 
capita. Despite having large resources at their disposal, governments in these countries may not allocate 
sufficient resources to key areas that could boost potential productivity, as per the report.
_____________________________________________________________________________
TRANSPORTATION SYSTEMS IN GCC FACE FISCAL, SAFETY AND ENVIRONMENTAL 
CHALLENGES, AS PER STRATEGY&

Gulf Cooperation Council (GCC) countries face significant fiscal, safety, environmental, and accessibility 
challenges in their transportation systems according to a report released by Strategy& titled “Tech-
enabled transport: Building smarter transportation networks in the GCC”.  Innovative new technologies 
offer a means of managing these issues, as per the report. These technologies include autonomous 
vehicles, electric cars, drones, traffic management systems, and other advances. To capitalize on such 
emerging technology, government authorities, ministries of transport, and other regional stakeholders 
in the GCC should use a four-part framework, as per the report.

First, regulate by revamping the operating model within organizations that oversee transportation, 
identify priorities, and develop an appropriate and up-to-date regulatory framework for emerging 
technologies. This framework should address data management, cybersecurity, privacy, and insurance 
and liability issues. Second, pilot by testing promising technologies, including assessing potential benefits 
and adoption rates, and suggesting improvements. These tests may require partnering with private-
sector companies that have the requisite technical expertise. Third, build by putting the underlying 
infrastructure in place, including physical infrastructure (such as roads that can support autonomous 
vehicles, charging stations for electric cars, and facilities for greener maritime fuels) along with an IT 
backbone capable of handling the increased flow of information, and analytics tools to derive insights 
from the data, as per the report.

And finally, incentivize by offering incentives to customers and service providers to spur greater adoption 
of these technologies, including subsidies, gamification, public–private partnerships, and tax breaks, as 
per the report.

According to the report, while introducing this framework, governments need to bear two factors in 
mind. First, GCC governments need not start from scratch. GCC nations can apply the lessons learned 
from other markets, that are further along in their adoption of transportation technologies, tailoring 
them to unique GCC needs. Second, technologies are developing quickly, making it difficult to project 
years ahead. For that reason, governments should avoid focusing on any one specific technology and 
spread their bets across multiple options, remain flexible, and adapt to changing conditions. 
_____________________________________________________________________________
EIU EXPECTS REAL GDP GROWTH TO SLOW TO 3.9% IN EGYPT 

The Economist Intelligence Unit expects real GDP growth to slow to 3.9% in fiscal year 2016-17 (July-
June), from 4.3% in 2015-16.

The float of the pound has stoked inflation, which would dent private consumption and delay some 
investment decisions in the short term until both consumers and investors adjust to the new currency 
regime, as per the report. 

According to the report, Egypt's construction and energy sectors are the country's main growth engines. 
In particular, the coming on stream of the Zohr gasfield from the beginning of 2018 would sharply reduce 
the need for costly fuel imports and help to replenish the central bank's stock of foreign reserves.

As a result, growing confidence in the availability of hard currency would provide a much-needed boost 
to business sentiment and help to attract foreign investors into the country. The economic outlook is 
thus that growth would pick up, although it would remain below the rates required to effect a sharp 
and swift reduction of unemployment in 2017-21. However, the EIU expects a recession in the US in 2019, 
which would feed through to Egypt, primarily in the form of lower levels of foreign direct investment 
(FDI), reducing real GDP growth to 4.6% in 2018-19.
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CORPORATE NEWS
_____________________________________________________________________________
NREC SIGNS AN AGREEMENT FOR A US$ 101.5 MILLION LOAN

National Real Estate Company (NREC), a Kuwait-based developer with projects exceeding US$ 1 billion in 
Egypt and the UAE, has signed an agreement for a US$ 101.5 million loan.

The developer of Abu Dhabi's upcoming Reem Mall said in a statement that it has signed the five-year 
convertible loan with Agility Investment Holding Limited, a subsidiary of Kuwait-based logistics firm 
Agility.

The loan facility has the option of converting into NREC shares prior to the maturity date, the statement 
said. NREC said the cash inflow would be used to strengthen its liquidity and underpin the company’s 
strategy of investing in its core markets.

NREC has a portfolio of real estate developments across the Middle East and North Africa and is currently 
developing Reem Mall in Abu Dhabi and Grand Heights, a luxury residential development in Egypt.
_____________________________________________________________________________
DUBAI'S DRAKE & SCULL OUTLINES TURNAROUND PLAN AS IT STAYS IN THE RED

Dubai-based building company Drake & Scull (DSI) announced a turnaround and capital restructuring 
plan.

Like its peers in the region, Drake & Scull (DSI) has been hit hard by tough competition in the sector and 
an economic slowdown caused by low oil prices, according to Reuters.

The company said the turnaround plan included among other measures capital raising, divesting 
non-performing or distressed subsidiaries and the disposal of non-core assets as well as cost-cutting 
measures. 
_____________________________________________________________________________
QATAR PETROLEUM OVERTAKES ROSNEFT AND EXXONMOBIL IN TOTAL OUTPUT

Qatar Petroleum (QP) has overtaken Rosneft and ExxonMobil in total output. The company makes and 
sells more LNG than any other, as per Bloomberg. 

Qatar’s colossal natural gas resources allow the state-run company to pump more oil and gas than 
Rosneft or ExxonMobil Corp, as per the same source.

Qatar Petroleum owns a minority stake in Nebras Power QSC, the international investment division of a 
local power company. Nebras, which backs wind, solar and potentially also coal projects, isn’t primarily 
focused on using Qatar-produced fuel to generate electricity. 

Qatar Petroleum also has majority holdings in domestic refineries, petrochemicals and aluminum 
companies.
_____________________________________________________________________________
FRENCH FIRM PLANS ABU DHABI BASE FOR SHARIA-COMPLIANT AIRCRAFT FINANCE

French investment and financial services firm Natixis is working on setting up an aircraft investment 
platform in Abu Dhabi Global Market (ADGM), a financial free zone, offering Sharia-compliant financing 
options.

Last month, the Euronext Paris-listed company signed a 12-year sale and leaseback for two 2016 vintage 
Airbus A380 aircraft with Etihad Airways, the UAE official airline, with both aircraft being owned by 
special purpose companies based in ADGM.
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The deal came on the heels of ADGM’s enactment of the Cape Town Convention and Aircraft Protocol 
2001 into its insolvency framework, which supports its aim to be an aviation financing and asset 
management hub in the UAE and the Middle East and North Africa.
______________________________________________________________________________
DUBAI'S SHUAA CAPITAL ACTIVELY LOOKING AT ACQUISITIONS

Shuaa Capital is working on a bolt-on acquisition of a financial services company based in the United 
Arab Emirates as part of the investment bank’s growth plans.

The price for the targeted company, which specialises in capital markets and securities, would be less 
than US$ 54.46 million.

Shuaa Capital is also working on three initial public offerings (IPO), two of which are likely to be finalised 
within 2017.

The two companies set to be listed this year are both UAE-based. One is a real estate company and the 
other a real estate investment trust (REIT). The market cap of the REIT company is US$ 816 million, and the 
size of the IPO will be US$ 136 million. The third company working on a potential IPO with Shuaa Capital 
is in the financial services sector. 
______________________________________________________________________________
RTA SIGNS DEAL WITH TESLA TO BUY 200 ELECTRIC VEHICLES    

The Roads and Transport Authority, RTA, of Dubai signed an agreement with Tesla Inc., a world-leading 
manufacturer of autonomous electric vehicles, to buy 200 hybrid electric vehicles fitted with several 
components of autonomous driving technologies.

It is part of the Dubai Smart Autonomous Mobility Strategy, aimed to transform 25% of the total 
commutes in Dubai into autonomous commutes by 2030.

The agreement further reflects the RTA’s efforts towards providing driverless transportation solutions by 
undertaking technical tests of autonomous transit systems.
______________________________________________________________________________
UAE'S DANA GAS FREEZES EGYPT INVESTMENTS OVER DEBTS

Dana Gas will not make new investments in Egypt because of delays in obtaining payments owed to it 
there, according to Reuters. 

Political and economic turbulence in Egypt and Iraqi Kurdistan mean Dana has struggled to secure 
revenues in either country.

The amount owed by Egypt was US$ 265 million as of  December 31, against US$ 221 million at the end of 
2015. Unpaid receivables from the Kurdistan Regional Government were US$ 713 million, down slightly 
from US$ 727 million in 2015.

Dana gas would complete current Egyptian investments in critical health, safety, security and 
environmental areas and all of its up-and-running projects, but all non-critical projects have been 
paused since the start of the year.
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EQUITY MARKETS INDICATORS (FEBRUARY 05, 2017 TILL FEBRUARY 11, 2017)

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

CAPITAL MARKETS
_____________________________________________________________________________
EQUITY MARKETS: EXTENDED PRICE FALLS IN REGIONAL EQUITIES, MAINLY DRIVEN BY 
SAUDI STOCKS

Regional equity markets saw extended price declines this week, as reflected by a 0.4% retreat in 
the S&P Pan Arab Composite Index, mainly dragged by the heavyweight Saudi Tadawul, while the 
UAE equity markets and the Egyptian Exchange posted healthy price gains, and the Qatar Exchange 
registered shy price increases.  

In details, the heavyweight Saudi Tadawul posted a 1.7% fall in prices week-on-week, mainly driven 
by an oil price retreat and some unfavorable company-specific factors. Nama Chemicals’ share price 
dropped by 2.2% to SR 4.43, as some investors opted to cash gains following a strong price rally 
spurred by news about a corporate recovery plan including capital increase to finance production of 
specialty chemical products and boost capacity. Yansab’s share price shed 4.2% to SR 56.99. Sahara 
Petrochemical Company’s share price fell by 3.5% to SR 15.00. Also, Saudi German Hospital’s share 
price plunged by 3.5% to SR 67.25. Saudi German Hospital expects its share in the operating loss of the 
newly-launched hospital in Hail, the north-western province of Saudi Arabia, to reach SR 7.5 million 
in 2017. Samba’s share price dropped by 7.5% to SR 20.77. Samba announced 2016 fourth quarter net 
profits of SR 1.09 billion as compared to net profits of SR 1.23 billion a year earlier. Atheeb Telecom’s 
share price tumbled by 14.0% to SR 3.31 amid some profit-taking operations following a strong price 
rally triggered by news of a deal to sell part of its telecommunications tower network to Saudi Telecom. 

In contrast, the Egyptian Exchange posted an 8.8% surge in prices week-on-week, driven by some 
favorable market-specific and company-specific factors. Egypt cleared the backlog of investors 
seeking to send money abroad, in an indication of eased shortage of hard currency. Global Telecom’s 
share price increased by 1.5% to LE 7.31. Telecom Egypt’s share price jumped by 7.4% to LE 13.16. 
Orange Egypt for Telecommunication’s share price rose by 1.1% to LE 92.65. Palm Hills Development’s 
share price jumped by 3.8% to LE 2.99. Palm Hills Development reported 2016 fourth quarter net 
profits after minority interests of LE 235 million as compared to net profits after minority interests 
of LE 169 million a year earlier, beating analysts’ estimates. Commercial International Bank’s share 
price surged by 4.2% to LE 80.22. Faisal Islamic Bank’s share price jumped by 6.4% to LE 18.45. Banks 
operating in Egypt recorded net profits of LE 36 billion in 2016, up by 60% relative to the previous year, 
according to the deputy governor of the Central Bank of Egypt. 
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The UAE equity markets registered a 2.3% rise in prices week-on-week, supported by some favorable 
financial results. In Dubai, Dubai Financial Market’s share price climbed by 8.6% to AED 1.390. DFM 
posted 2016 fourth quarter net profits of AED 79 million as compared to net profits of AED 16 million 
a year earlier. Emaar Properties’ share price surged by 4.0% to AED 7.540. Emaar Properties said that 
it would recover AED 1.22 billion from an insurance claim for a fire that engulfed one of its hotels in 
late 2015. Dubai Investments’ share price went up by 0.8% to AED 2.520. Dubai Investments said that 
its wholly-owned subsidiary Dubai Investments Industries divested its 100% stake in Marmum Dairy 
Farm and its distribution unit United Sales Partners.

In Abu Dhabi, Bank of Sharjah’s share price rose by 3.6% week-on-week to AED 1.45. Bank of Sharjah 
reported 2016 net profits of AED 402 million, up by 61% relative to the previous year. NBAD’s share 
price increased by 3.6% to AED 10.10. First Gulf Bank’s share price surged by 5.6% to AED 13.30. NBAD 
is on course to merge with FGB as a single entity with effect from 1 April 2017.

Finally, the Qatar Exchange registered a 0.1% rise in prices week-on-week. Salam International 
Investment Company’s share price increased by 2.2% to QR 11.95. The firm posted 2016 net profits of 
QR 114 million, up by 0.9% year-on-year. Qatar Industrial Manufacturing’s share price went up by 1.2% 
to QR 47.60. QIM posted 2016 net profits of QR 194 million as compared to net profits of QR 169 million 
in the previous year. Barwa Real Estate’s share price jumped by 12.0% to QR 38.40. Barwa’s Board of 
Directors recommended the distribution of dividends at a rate of QR 2.5 per share for the year 2016 as 
compared to a dividend distribution of QR 2.2 per share in 2015. 
_____________________________________________________________________________
FIXED INCOME MARKETS: UPWARD PRICE MOVEMENTS ACROSS THE BOARD 

Regional fixed income markets saw upward price movements across the board this week, with both 
local and offshore accounts showing a healthy bid across sovereigns and financials, tracking rises in 
US Treasuries as heightened political risks posed by the French Presidential elections and worries over 
US President's policies stoked safe haven demand.

In the Dubai credit space, sovereigns maturing in 2020, 2022, 2023, 2029 and 2043 posted weekly 
price gains of 0.19 pt to 0.63 pt. Prices of DP World’23 and ’37 rose by 0.25 pt and 1.25 pt respectively. 
Emirates Airline’23 and ’25 closed up by 0.13 pt and 0.25 pt respectively. Emaar’19 and ’24 were up by 
0.25 pt each. Emaar’26 traded up by 0.38 pt. As to papers issued by financial institutions, DIB’20 and 
’21 registered price increases of 0.38 pt and 0.19 pt respectively, while DIB’17 was down by 0.25 pt. 
Dubai Islamic Bank issued a five-year US$ 1 billion Sukuk under its US$ 5 billion Sukuk program, at a 
profit rate of 3.664%.

In the Abu Dhabi credit space, sovereigns maturing in 2019, 2021 and 2026 posted weekly price rises of 
0.13 pt, 0.63 pt and 0.50 pt respectively. Dolphin’19 and ’21 were up by 0.13 pt and 0.25 pt respectively. 
Prices of Muabadala’21, ’22 and ’23 increased by 0.25 pt, 0.13 pt and 0.44 pt respectively. Taqa papers 
maturing between 2019 and 2036 registered price gains of up to 1.13 pt. Aldar’18 closed up by 0.13 
pt. Moody's upgraded the issuer rating of Aldar Properties PJSC to “Baa2” from “Baa3”. Concurrently, 
Moody's upgraded to “Baa2” from “Baa3” the rating of the US$ 750 million senior unsecured Trust 
Certificates due in 2018 and issued by Sukuk Funding (No. 3) Limited. The outlook on all ratings is 
“stable”. Moody’s decision to upgrade Aldar's ratings reflects its deleveraged balance sheet, improved 
earnings quality and Moody’s view that it will be able to withstand ongoing weakness in the Abu 
Dhabi real estate market.

Amongst financials in the Abu Dhabi space, ADIB Perpetual was up by 0.25 pt over the week. Prices 
of Al Hilal Perpetual rose by 0.25 pt. Prices of NBAD Perpetual increased by 0.75 pt. NBAD said that it 
would seek shareholder approval to double the size of its Euro Medium Term Note program to US$ 15 
billion from the existing level of US$ 7.5 billion.

In the Saudi credit space, sovereigns maturing in 2021, 2026 and 2046 saw weekly prices rises of up 
to 0.56 pt. Prices of SECO papers maturing between 2023 and 2044 increased by up to 0.25 pt. Dar 
Al Arkan’18 and ’19 closed up by 0.25 pt each. SABIC’20 was up by 0.50 pt. As to plans for new issues, 
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Saudi Aramco picked four banks to advise on its first bond sale. The company selected HSBC Holdings 
Plc’s local unit and Riyad Capital to help with the sale of riyal-denominated Sukuk before the end 
of June 2017. NCB Capital Co. and Alinma Investment Co. are also working on the deal that could be 
followed by dollar-denominated bonds. The Sukuk is part of Aramco’s plans to raise as much as US$ 10 
billion ahead of an IPO in 2018.

In the Kuwaiti credit space, KIPCO’19, ’20 and ’23 were up by 1.25 pt, 0.25 pt and 0.88 pt respectively 
week-on-week. Prices of Burgan’21 and Burgan Perpetual rose by 0.19 pt and 0.50 pt respectively. As 
to credit ratings, CI Ratings affirmed Kuwait’s long-term foreign currency and local currency ratings 
of “AA-”, and its short-term foreign and local currency ratings of “A1+”. The outlook for the ratings 
remains “stable”. Kuwait’s ratings are underpinned by strong macroeconomic fundamentals and a 
large net external creditor position, which in turn reflects the government’s prudent management of 
the country’s substantial oil wealth, as per CI Ratings. 
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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.


