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MENA MARKETS: WEEK OF FEBRUARY 26 - MARCH 04, 2017

The MENA WEEKLY MONITOR

Economy___________________________________________________________________________
p.2 FITCH SEES MENA REGION GROWING BY 2.2% THIS YEAR AND BY 2.5% IN 2018 
Fitch lately released a MENA Sovereign Credit Overview report, in which it said that most outlooks in the 
region are stable, a few are negative and none are positive. 

Also in this issue
p.3 S&P revises to “negative” from “stable” outlook on long-term sovereign credit ratings on Qatar
p.3 KSA’s planned fiscal measures to lead to savings of US$ 97 billion by 2020, says Jadwa Investment 
p.4 Germany to provide US$ 500 million to support the economic program for SMEs in Egypt
p.4 Capital Intelligence affirms Egypt's long-term Foreign and Local Currency Ratings at ”B-” 
p.4 Introduction of VAT to have short-term negative impact on GCC consumers, says BMI Research

Surveys___________________________________________________________________________
p.5 SAUDI BANK LENDING GROWTH SLOWS TO LOWEST IN NEARLY SEVEN YEARS, 
AS PER REUTERS 
Annual growth in Saudi Arabian bank lending slowed in January to its lowest level in nearly seven years, 
official data showed, a sign of weak corporate demand but also improving liquidity in the economy.       

Also in this issue
p.5 Robust growth continues for Ras Al Khaimah hospitality market, as per CBRE 
p.6 Qatar tourism growth to generate US$ 17.8 billion, as per Qatar Tourism Authority   

Corporate News___________________________________________________________________________
p.7 MUBADALA SELLS KEY STAKE IN US-BASED AMD FOR US$ 613 MILLION
Mubadala, the investment and development company based in Abu Dhabi, UAE, sold shares worth more 
than US$ 600 million in the US-based semiconductor company AMD.   

Also in this issue
p.7 Marubeni JV to build solar power plant in Abu Dhabi
p.7 SNC-Lavalin wins Salalah ammonia plant contract
p.8 UAE's Strata eyes aerospace plant in Morocco to serve Airbus and European market
p.8 Oman Shipping Company obtains US$ 227 million financing for purchase of new tankers
p.8 Carillion venture chosen as main contractor for US$ 600 million Dubai Expo project

Markets In Brief___________________________________________________________________________
p.9 REGIONAL CAPITAL MARKETS UNDER DOWNWARD PRICE PRESSURES 
Regional equity markets saw extended price decreases this week, as reflected by a 0.8% retreat in the 
S&P Pan Arab Composite Index, mainly driven by oil price declines and some adverse market-specific and 
company-specific factors. Also, regional fixed income markets came under downward price pressures, 
tracking declines in US Treasuries, after the US Federal Reserve said that an increase in federal funds rate 
would likely be appropriate at FOMC’s March 14-15 meeting if policy makers determine that employment 
and inflation continue to evolve in line with expectations.
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ECONOMY
______________________________________________________________________________
FITCH SEES MENA REGION GROWING BY 2.2% THIS YEAR AND BY 2.5% IN 2018

Fitch lately released a MENA Sovereign Credit Overview report, in which it said that most outlooks in the 
region are stable, a few are negative and none are positive.

While the majority of the dozen sovereigns rated in the MENA region have a stable outlook, some 
negative outlooks have been revised to stable following downgrades. Three sovereigns, namely Iraq, 
Saudi Arabia and Tunisia, have a negative outlook. 

Fitch said that the energy-exporting sovereigns of the region are continuing to face the fallout of lower 
energy prices, and that sustained shifts in global energy prices could again be important rating drivers. 
Fitch’s current oil price assumption is US$ 45 per barrel for 2017 and US$ 55 per barrel for next year. The 
impact on ratings will continue to depend on the existence of buffers, notably the size of sovereign 
wealth fund assets, and the pace of fiscal adjustment, according to Fitch.

The report went on to add that political risks remain important in the MENA region. As a matter of fact, 
political, social and security pressures remain an important rating consideration for several sovereigns 
rated by Fitch. Instability continues to have the potential to hit tourism in the North Africa region, while 
spillovers from the conflict in Syria have the potential to affect sovereigns in the Middle East region, as 
per the same source.

The rating agency also said that political pressures, the oil price decline and fiscal adjustment mean that 
aggregate GDP growth for the region has dropped to an estimated 2.6% in 2016 from 3.1% in the previous 
year. Fitch expects growth in the region to remain just above 2% this year and to rise to 2.5% next year. 

The rating agency expects twin deficits in the region to recede this year, as a percentage of GDP. On the 
one hand, the MENA government balance to GDP ratio is expected by Fitch to improve from -9.0% in 2016 
to -6.4% this year and to further ameliorate to -2.0% in 2018. On the other hand, the aggregate MENA 
current account balance to GDP ratio is expected by Fitch to ameliorate from -5.6% in 2016 to -4.9% in 
2017 and to -0.9% next year. It is worth noting that government debt to GDP is forecast to remain more 
or less close to current levels, at 43.9% in 2017 and at 44.2% in 2018, as per Fitch.  

SELECTED KEY MENA ECONOMIC INDICATORS

Source: Fitch
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_____________________________________________________________________________
S&P REVISES TO “NEGATIVE” FROM “STABLE” OUTLOOK ON LONG-TERM SOVEREIGN 
CREDIT RATINGS ON QATAR

Standard & Poor’s revised to “negative” from “stable” the outlook on the long-term sovereign credit 
ratings on the State of Qatar. At the same time, the rating agency affirmed the “AA” long-term and “A-1+” 
short-term ratings.

The “negative” outlook reflects the risk that Qatar's external position could deteriorate further should 
the rapid growth in external debt continue to outpace external liquid asset growth, thereby reducing 
the buffer provided by its sizable external assets.

Qatar's external liquidity position weakened with the rapid growth of banks' foreign liabilities and public 
sector debt, which pushed up the country's external financing needs. Qatari banks' external liabilities 
increased sharply by 24 percentage points of GDP over 2016, with nonresident deposits in particular 
increasing by 17 percentage points of GDP. Public sector external debt also grew by some 14 percentage 
points of GDP in 2016, reflecting government deficit financing. 

The rating agency currently estimates liquid external assets to exceed external debt by 100% of current 
account receipts (CARs) and gross external financing needs at 167% of CARs plus usable reserves, 
compared to 147% and 146% respectively. S&P subtracted Qatar's monetary base from usable reserves, 
which the rating agency viewed as consistent with maintaining confidence in a pegged currency.

Standard & Poor’s views the growth of non-resident deposits partly as a response to the slower growth 
in domestic funding over the past few years, reflecting the lower profitability of oil and gas companies. 
To offset this stasis, and in support of foreign expansion plans, Qatari banks attracted foreign deposits 
both from the region and Europe. However, liquid foreign assets have not grown in tandem with foreign 
banking sector liabilities.

This has changed the structure of Qatar's external balance sheet, with coverage of liquid external 
assets over external debt reducing. Central Bank data indicate that less than half of the increase in 
foreign liabilities over 2016 were lent abroad. Domestic banks' exposure to the government and 100% 
government-owned entities increased by roughly 10 percentage points of GDP in 2016. S&P understands 
that these non-resident deposits have an average duration of six months, which could also pose a 
financing risk if incentives for depositors were to reverse suddenly without an offsetting inflow. 

Standard & Poor’s also expects that higher hydrocarbon prices would boost fiscal revenues and 
contribute to a gradual reduction in fiscal deficits. Still, the rating agency expects that the fiscal deficit 
would be about 7% of GDP in 2017 at the central government level, gradually falling to balance by 2018-
2019, and in turn, S&P expects that debt would increase slightly before starting to reduce.
_____________________________________________________________________________
KSA’S PLANNED FISCAL MEASURES TO LEAD TO SAVINGS OF US$ 97 BILLION BY 2020, 
SAYS JADWA INVESTMENT

Planned fiscal measures in Saudi Arabia would lead to savings of around SR 362.0 billion (US$ 96.5 billion) 
by 2020, according to note by Jadwa Investment.

The latter mentioned that the Kingdom's Fiscal Balance Program (FBP) includes initiatives designated 
for enhancing spending efficiency, reforming energy and water prices, and promoting non-oil revenue.

According to Jadwa's estimates, planned fiscal measures would result in a fiscal surplus of SR 162 
billion (US$ 43 billion) in 2020, compared to a deficit of SR 200 billion (US$ 53 billion) if no reforms are 
implemented.

Jadwa added that the FBP initiatives would help in keeping total government spending in an expansionary 
mode from 2018 to 2020, adding that it also touches on critical socioeconomic aspects such as the 
creation of a “household allowance program” to support low-to-mid income Saudi households.
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_____________________________________________________________________________
GERMANY TO PROVIDE US$ 500 MILLION TO SUPPORT THE ECONOMIC PROGRAM FOR 
SMES IN EGYPT

Egypt's Minister of Investment and International Cooperation Sahar Nasr announced that Germany 
would provide US$ 500 million to support the economic program for small and medium-sized enterprises 
(SMEs) in Egypt. As a matter of fact, Germany would provide US$ 250 million to support the government's 
economic program, and US$ 250 million to support micro, small, and medium-sized enterprises. The 
German support would be in the form of grants and concessional funds, as per Reuters.
_____________________________________________________________________________
CAPITAL INTELLIGENCE AFFIRMS EGYPT'S LONG-TERM FOREIGN AND LOCAL CURRENCY 
RATINGS AT ”B-” 

Capital Intelligence (CI) affirmed Egypt's Long-Term Foreign and Local Currency Ratings at “B-” and its 
Short-Term Foreign and Local Currency Ratings at “B”. The outlook for Egypt's ratings was also affirmed 
at “stable”.

The affirmation of Egypt's ratings takes into account easing pressures on the country's foreign reserves 
and the alleviation of foreign currency shortages aided by the US$ 12 billion Extended Fund Facility (EFF) 
agreed with the International Monetary Fund (IMF) in November 2016. It also considers the stabilization 
of short-term financing risks due to the regaining of access to international markets. Moreover, it includes 
the country's comparatively low external debt and its favorable maturity profile. The ratings also take 
into account the government's commitment to introducing reforms to rein in current spending and 
broaden the tax base. Lastly, the ratings consider the general improvement in the security situation and 
the relative resilience of the banking sector during difficult economic and political conditions.

Egypt recently succeeded in meeting all of the IMF's preconditions to qualify for much needed financial 
assistance to support economic reforms and ease pressure on foreign reserves and foreign currency 
liquidity in the local market. The government's EFF-supported program is expected to help restore 
macroeconomic stability, improve investor confidence, and promote inclusive growth. Policies and 
reforms that are supported by the program should help Egypt to correct external imbalances, place the 
budget deficit and public debt on a declining path, and spur job creation while protecting vulnerable 
groups, according to Capital Intelligence. 
_____________________________________________________________________________
INTRODUCTION OF VAT TO HAVE SHORT-TERM NEGATIVE IMPACT ON GCC CONSUMERS, 
SAYS BMI RESEARCH

The introduction of a VAT in 2018 would only have a short-term negative impact on consumers, with long-
term trends still positive as the GCC region recovers in line with higher oil prices, as per BMI Research. The 
relative wealth of households in the region, combined with low inflation would ensure that purchasing 
power is not eroded significantly. Even expats would weather the storm due to exemptions on many 
basic goods including food and healthcare. 

The Gulf Cooperation Council (GCC) is planning to introduce a 5% Value-Added Tax in 2018, as the region 
seeks to increase non-oil revenues. The GCC states have one year starting from January 1 2018 to introduce 
VAT, with UAE expected to be ready to launch on the first day of eligibility, as the region prepares for their 
first significant coordinated tax collection policy. Due to the multi-stakeholder approach, this would 
ensure that foreign investment in the Consumer sector in these countries is not affected by the VAT, as 
no GCC country would become more or less attractive for companies as a result.  

Exact details have not yet been released, although the common framework was agreed upon in May 
2016, with expectations that each domestic VAT law would differ slightly at the country level, as per BMI 
Research. This means the amount of revenue raised, details on product exemptions and the costs to 
growth would vary across the GCC. According to the report, the UAE would be the most affected by the 
introduction of VAT given its larger consumer base, as the country will raise 2.1% of GDP from the tax, 
compared to 1.1% in Qatar and 2.0% in Kuwait.
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SURVEYS
_____________________________________________________________________________
SAUDI BANK LENDING GROWTH SLOWS TO LOWEST IN NEARLY SEVEN YEARS, AS PER 
REUTERS

Annual growth in Saudi Arabian bank lending slowed in January to its lowest level in nearly seven years, 
official data showed, a sign of weak corporate demand but also improving liquidity in the economy.

According to the report, bank loans to the private sector rose just 1.8% from a year earlier, compared to 
2.4% in December, the central bank said. It was the slowest growth since February 2010, when the Saudi 
economy was still recovering from the global financial crisis.

The sluggish growth shows private companies have little desire to make fresh investments, because of 
an economic slump caused by low oil prices and government austerity measures, as per the report.

However, it is also a sign that money is flowing more freely through the economy. For much of 2016, the 
government, its finances strained by lower oil export earnings, delayed paying its debts to private firms. 
This forced them to draw down credit facilities with banks just to obtain operating funds, inflating loan 
growth figures.

According to the report, in the last few months the government's coffers have been partly replenished 
by higher oil prices and a jumbo US$ 17.5 billion debut international bond issue. This has encouraged 
it to resume paying its debts, and with state money flowing again, firms feel less pressure to use bank 
loans.

The combination of renewed flows of government money and low demand for new loans is causing 
Saudi money rates to plunge. The three-month interbank offered rate, which soared to an eight-year 
high of 2.386% in late October, fell to 1.7875% on Tuesday, its lowest level since last March, as per the 
report. 

According to the report, the government is continuing to draw down assets abroad to help cover a 
budget deficit caused by low oil prices. Net foreign assets at the central bank fell by US$ 12.0 billion from 
the previous month to US$ 516.7 billion in January, their lowest level since August 2011. 

Among those assets, the central bank's holdings of foreign securities dropped by US$ 4.5 billion to US$ 
359.5 billion, while deposits with banks abroad decreased by US$ 6.7 billion to US$ 100.3 billion, as per 
the report.   
_____________________________________________________________________________
ROBUST GROWTH CONTINUES FOR RAS AL KHAIMAH HOSPITALITY MARKET, AS PER 
CBRE

Ras Al Khaimah has continued to outperform the wider UAE and regional tourism markets, according to 
the latest Ras Al Khaimah Market View by global real estate consultancy firm CBRE.

According to the report, the emirate’s hospitality market has soared by recording a 10.9% increase in full 
year visitor arrivals and a 9.8% growth in the average occupancy rate, taking the annual occupancy to 
71%.

Average residential rental rates are starting to edge towards stabilization, with just a minor 1% decline 
recorded during the quarter, taking the full-year drop to around 5%, as per the report.

According to CBRE, the emirate’s hospitality market maintained growth into the final quarter, recording 
an average occupancy rate of over 73% during the final three months of the year.
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According to the Market View, Dubai based developer Emaar has announced plans to expand into Ras Al 
Khaimah’s real estate market, with a two million square meter development on Al Marjan Island. The first 
phase of the project will include a five-star luxury hotel, serviced residences and retail facilities.

The emirate’s overall performance has remained strong, with hotels posting growth across the key 
RevPAR metric, led by the positive occupancy growth, after a 4% decline in ADR’s during the same period, 
as per the report.

As per the report, visitor numbers have also risen during the year, with guest arrivals increasing from 
around 740,000 in 2015, to reach close to 821,000 during 2016, reflecting 10.9% growth. The number of 
international tourists has also increased, now equating to 59% of the total hotel guests. Research also 
highlighted that total guest nights reached over 2.73 million during the year, up 15.6% from 2015.

The UAE remains the main source of demand for Ras Al Khaimah’s tourism industry but there has also 
been strong annual growth in visitors amongst key international source markets. This includes UK, India, 
Germany and Russia, which posted growth of 34.9%, 28.2%, 24.6% and 19.5% respectively, as per the 
report. 
_____________________________________________________________________________
QATAR TOURISM GROWTH TO GENERATE US$ 17.8 BILLION, AS PER QATAR TOURISM 
AUTHORITY 

According to research released by the Qatar Tourism Authority (QTA) ahead of ATM 2017, which takes 
place at Dubai World Trade Centre, Qatar will look to generate 5.2% of its GDP through tourism over the 
coming years, creating nearly 98,000 jobs and managing an inventory of 63,000 hotel rooms.

Experiential travel, the main theme of this year’s Arabian Travel Market (ATM), is driving tourism growth in 
Qatar, as the country works towards its 2030 ambitions to welcome 10 million visitors a year and generate 
US$ 17.8 billion in tourism receipts. 

According to the report, Qatar is also set to invest up to US$ 45 billion in new developments under the 
National Tourism Sector Strategy 2030. These include US$ 2.3 billion earmarked for 2022 World Cup 
facilities and US$ 6.9 billion for transport infrastructure and associated projects. 

Qatar Tourism Authority (QTA) predicts the tourism sector’s total economic contribution will reach US$ 
22.3 billion (7.3% of GDP) by 2026, up from US$ 13.3 billion in 2015.

In 2015, investment in travel and tourism activity comprised 2.2% of the country’s total funding, with this 
expected to rise by 8.6% per annum to 2026. The introduction of new demand drivers would be vital to 
supporting the continued rise in leisure spending, which is expected to reach values of US$ 12.3 billion 
in 2026, while business travel spending is expected to rise to US$ 4.8 billion in 2026, as per the report.

According to the report, Qatar is already the fastest growing destination in the region in terms of visitor 
arrivals, averaging 11.5% growth over the past five years. The authority’s Tourism Performance Summary, 
for the third quarter of 2016, recorded arrivals of 2.18 million visitors in the first nine months of the year, 
including more than one million GCC nationals.

The surge is partly attributed to the operator Qatar Airways’ fast growth, which included 14 additional 
destinations last year.  Arrivals in 2017 would also receive a boost from the cruise season, running up to 
April 2017. It is expected up to 30 ships would dock in Doha during the current season generating 55,000 
visitors. This could reach as many as 250,000 passengers by the 2018-2019 season, as per the report. 
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CORPORATE NEWS
_____________________________________________________________________________
MUBADALA SELLS KEY STAKE IN US-BASED AMD FOR US$ 613 MILLION

Mubadala, the investment and development company based in Abu Dhabi, UAE, sold shares worth more 
than US$ 600 million in the US-based semiconductor company AMD.

The sale equated to 45 million AMD shares, nearly a third of the UAE company’s 142 million shareholding.

Mubadala had made its first investment in AMD back in 2007. 

The move comes as Mubadala presses ahead with a strategy of capitalizing on long-term investments.
Mubadala sold shares worth US$ 613.4 million on the public market in the Nasdaq-listed multinational 
known for developing computer processors and related technologies.

With its plan to hold the remaining 97 million shares it owns in AMD, the Emirati company is still the 
largest single shareholder in the company followed by the US-based asset management company 
BlackRock, which currently owns an 8.69% stake, as per a company statement.  
_____________________________________________________________________________
MARUBENI JV TO BUILD SOLAR POWER PLANT IN ABU DHABI

Marubeni Corporation, a leading developer and operator of international power projects, announced 
that its joint venture with China's JinkoSolar Holding won a contract to develop a major photovoltaic 
(PV) power plant near the town of Sweihan in Abu Dhabi, UAE.

Construction is likely to be completed in April 2019 and would be funded by international project finance 
lenders.

Marubeni-JinkoSolar JV was selected to build and operate the 1,177 MW plant from among six other 
bids received by the authority in September 2016, as per the Abu Dhabi Water and Electricity Authority 
(Adwea).

A special-purpose company - owned by Marubeni (20%), JinkoSolar (20%) and Adwea with a 60% stake - 
would construct, own, operate and maintain the PV plant, as per a company statement.

Adwea  signed a 25-year power purchase agreement (PPA) under which all generated power would be 
sold to its wholly-owned entity Abu Dhabi Water and Electricity Company (Adwec).

Marubeni already operates four thermal independent power (and water) projects in the UAE: Taweelah 
B IWPP, Fujairah F2 IWPP, Taweelah A2 IWPP and Shuweihat S2 IWPP.
_____________________________________________________________________________
SNC-LAVALIN WINS SALALAH AMMONIA PLANT CONTRACT

SNC-Lavalin was awarded a contract by Oman's Salalah Methanol Company (SMC) for the engineering, 
procurement and construction (EPC) of an anhydrous liquid ammonia plant, including its utilities and 
off-site infrastructure.

The project is expected to begin in March 2017 with SNC-Lavalin initially performing the early works 
program. Upon closing of financing, expected to occur in June 2017, SNC-Lavalin would continue with 
the engineering, procurement of equipment, construction and commissioning of the facility, which 
would produce anhydrous liquid ammonia using a technology provided by Linde Group.

SNC-Lavalin's Abu Dhabi office would be responsible for the project delivery, supported by local and 
international resources, while maximizing the use of in-country expertise and local workforce during 
the construction phase. 
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______________________________________________________________________________
UAE'S STRATA EYES AEROSPACE PLANT IN MOROCCO TO SERVE AIRBUS AND EUROPEAN 
MARKET

Strata, the manufacturing division of Abu Dhabi's State-owned Mubadala Aerospace, may open a plant 
in Morocco to support its production deals with European customers and will likely start operations in 
the United States within five years, according to its chief executive.

In late 2015, the manufacturer began a one-year feasibility study to evaluate whether to expand into 
the US as part of its ambition to produce larger, more complex components for American clients such as 
Boeing. Strata chief executive said that the US move was “absolutely” still on the horizon and when asked 
for a timeline he said it would be “probably within the next five years”.

In July 2016, Strata signed a US$ 1 billion deal with European plane maker Airbus to produce parts for 
its A320 and A350-900 aircraft. As a result, the firm was also considering opening a production plant in 
North Africa to service Airbus and other European clients, as per Strata’s chief executive.

Strata started producing aircraft components in Abu Dhabi in 2010 and this year it broke ground at its 
second plant in Al Ain, with production expected to start in 2020. 
______________________________________________________________________________
OMAN SHIPPING COMPANY OBTAINS US$ 227 MILLION FINANCING FOR PURCHASE OF 
NEW TANKERS

Oman Shipping Company, wholly owned by the Sultanate of Oman, has successfully raised US$ 227 
million to finance its purchase of 10 new Medium Range Tankers, which are chartered to Shell Tankers 
Singapore for seven years.

Societe Generale acted as Sole Arranger and Sole Underwriter for the landmark transaction, which 
involved a combination of export credit agency (ECA) and commercial financing. Seven of the ten vessels 
were covered by Korea’s export credit agency, K-SURE.

The funding covered the purchase of ten 50,000 dwt medium-range tankers, built by Hyundai Heavy 
Industries of South Korea. Societe Generale underwrote the whole transaction on the basis of an 
innovative structure: for seven of the vessels, a 12-year ECA facility combined with a Tied Commercial 
Loan. The remaining three vessels were financed under a seven-year mortgage loan. Societe Generale, 
Crédit Agricole Corporate & Investment Bank, the Korea Development Bank and ABN Amro acted as 
Mandated Lead Arrangers. 
______________________________________________________________________________
CARILLION VENTURE CHOSEN AS MAIN CONTRACTOR FOR US$ 600 MILLION DUBAI EXPO 
PROJECT

Al Futtaim Carillion, a venture partly owned by London-listed Carillion Plc, has been chosen as the main 
contractor for a US$ 600 million project as Dubai prepares to host the 2020 World Expo.   
                          
The company would develop three districts of the Expo site that are expected to house as many as 136 
pavilions for the world's fair. 

Al Futtaim Carillion is 51%  owned by Dubai firm Al Futtaim and 49% by Carillion Construction Overseas 
Ltd, part of the Carillion group.

The contract, the first of US$ 3 billion of construction deals that Dubai plans to award for the Expo in 2017, 
was won in a competitive procurement process.
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EQUITY MARKETS INDICATORS (FEBRUARY 26, 2017 TILL MARCH 04, 2017)

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

CAPITAL MARKETS
_____________________________________________________________________________
EQUITY MARKETS: EXTENDED PRICE FALLS IN REGIONAL STOCK MARKETS

Regional equity markets saw extended price decreases this week, as reflected by a 0.8% retreat in the 
S&P Pan Arab Composite Index, mainly driven by oil price declines and some unfavorable market-
specific and company-specific factors. The Qatar Exchanged led the fall (-1.9%), followed by the 
Egyptian Exchange (-1.5%). The UAE equity markets and the heavyweight Saudi Tadawul posted price 
decreases of 1.3% and 0.6% respectively.

The heavyweight Saudi Tadawul posted a 0.6% retreat in prices week-on-week, mainly driven by 
some unfavorable market-specific and company-specific factors. Oil prices headed lower, with Brent 
oil prices declining by 0.7% week-on-week, amid rising US crude inventories. Petrochemicals giant 
SABIC’s share price edged down by 0.2% to SR 97.15. Sahara Petrochemical Company’s share price 
decreased by 0.8% to SR 15.58. Yansab’s share price went down by 0.9% to SR 56.49. Najran Cement’s 
share price closed 0.4% lower at SR 11.73. The firm said that it is temporarily halting one its production 
lines because of low demand and high inventory build-up. Saudi Paper Manufacturing’s share price 
declined by 1.7% to SR 10.15. SPM announced 2016 net loss of SR 68 million as compared to a net loss 
of SR 127 million in the previous year. Bahri’s share price decreased by 1.0% to close at SR 36.41. Bahri 
posted a 3.2% fall in its 2016 net profit to reach SR 1.76 billion.

The UAE equity markets registered a 1.3% fall in prices week-on-week, mainly driven by company-
specific factors. In Dubai, Dubai Islamic Bank’s share price plunged by 9.8% to AED 5.590. The stock 
traded ex-dividend on March 2, 2017. Gulf Finance Group’s share price plummeted by 9.4% to AED 
2.590. The stock traded ex-dividend on March 2, 2017. Arabtec’s share price shed 5.8% to AED 0.90. 
Arabtec outlined a three-year recovery plan that would see the troubled firm sell some non-core 
assets, maintain a backlog of new projects of at least AED 8.0 billion and resume dividend distribution. 
It is worth recalling that Arabtec announced mid-February a net loss of AED 2.95 billion during the 
fourth quarter of 2016 as compared to a net loss of AED 404 million a year earlier. In Abu Dhabi, 
Etisalat’s share price fell by 6.1% to AED 17.60. The UAE cabinet delayed a decision on measures needed 
to improve the competitive landscape in the telecommunications industry, including a repricing of 
all services. ADCB’s share price shed 5.5% to AED 7.09. EFG-Hermes downgraded ADCB’s stock from 
“Buy” to “Neutral”, with a price target of AED 7.90. 
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The Qatar Exchange came under some selling pressure this week, as reflected by a 1.9% weekly drop 
in the S&P Qatar index, driven by some unfavorable market-specific and company-specific factors. 
27 out of 44 listed stocks registered price decreases, while 17 stocks recorded price gains. A recent 
monthly Reuters poll found that 62% of Middle East fund managers expected to decrease their 
allocations to Qatari equities over the next three months, while none expected to increase them. 
This is mainly explained by the inflows of passive funds related to the second part of Qatar’s upgrade 
to FTSE Secondary Emerging Market status, which are due to be completed by end-March 2017, 
in addition to dividend payouts that are set to be completed within the coming few weeks. Qatar 
National Bank’s share price plunged by 3.1% to QR 150.7. Industries Qatar’s share price shed 4.6% to QR 
115.40. Aamal’s share price decreased by 1.2% to QR 15.10. Aamal’s weight in FTSE’s index would only 
increase from 20% to 28% because of the company’s shareholding limits, while the weights of most 
Qatari stocks in the index would double. Qatar Navigation (known as Milaha) posted a 6.6% drop in 
its share price to QR 86.0. Milaha recorded 2016 net loss of QR 115 million as compared to net profits 
of QR 93 million in 2015.

Finally, the Egyptian Exchange registered a 1.5% drop in prices week-on-week amid ongoing profit-
taking operations, despite the price rebound observed at the end of the week after the country’s 
Finance Ministry said it would propose to the cabinet to impose a gradual stamp tax on the stock 
market’s transactions. Telecom Egypt’s share price dropped by 4.0% to LE 11.30. Talaat Moustafa 
Group’s share price shed 4.8% to LE 7.95. Citadel Capital’s share price went down by 1.9% to LE 1.05. GB 
Auto’s share price closed 2.0% lower at LE 2.92. Cairo Poultry’s share price plunged by 8.8% to LE 4.03. 
_____________________________________________________________________________
FIXED INCOME MARKETS: PRICE FALLS ACROSS THE BOARD IN REGIONAL BOND MARKETS

Regional fixed income markets came under downward price pressures this week, tracking declines 
in US Treasuries, after the US Federal Reserve said that an increase in federal funds rate would likely 
be appropriate at FOMC’s March 14-15 meeting if policy makers determine that employment and 
inflation continue to evolve in line with expectations.

In the Omani credit space, sovereigns maturing in 2021 and 2026 registered price declines of 0.50 pt 
and 1.00 pt respectively week-on-week. Regarding new issues, the Government of the Sultanate of 
Oman raised US$ 5 billion through the sale of a 3-tranche bond, divided as follows: US$ 1 billion five-
year bond at a coupon rate of 3.875%, US$ 2 billion 10-year bond at a coupon rate of 5.375% and US$ 
2 billion 30-year bond at a coupon of 6.50%. The order book size totaled US$ 20 billion. Proceeds of 
the bond sale would be used to cover a projected budget deficit of OMR 3 billion in 2017.

In the Kuwaiti space, KIPCO’20 and ’27 were down by 0.50 pt each this week. Amongst financials, 
Burgan Bank’21 traded down by 0.13 pt. Regarding plans for new issues, Kuwait mandated Citigroup, 
HSBC and JP Morgan as global coordinators for fixed income investor meetings starting March 6, 2017. 
Deutsche Bank, NBK Capital and Standard Chartered, together with the joint global coordinators, are 
mandated as joint lead managers and joint bookrunners. A debut 144A/Reg S senior unsecured US 
dollar benchmark bond would follow.

In Qatar, sovereigns came under downward price pressures over this week, with papers maturing 
between 2018 and 2046 posting price drops ranging between 0.25 pt and 2.00 pts. As to credit rating 
changes, S&P revised to “negative” from “stable” the outlook on the long-term sovereign credit 
ratings on the State of Qatar. At the same time, the rating agency affirmed the “AA” long-term and 
“A-1+” short-term ratings. The “negative” outlook reflects the risk that Qatar’s external position could 
deteriorate further should the rapid growth in external debt continue to outpace external liquid asset 
growth, thereby reducing the buffer provided by its sizable external assets, as per S&P.

Still in the Qatari credit space, Qtel papers maturing between 2018 and 2043 registered weekly price 
declines of up to 1.25 pt. RasGas’20 traded down by 0.25 pt. Prices of Qatari Diar’20 retreated by 
0.50 pt. Amongst financials, Commercial Bank of Qatar’19 and ’21 saw price decreases of 0.25 pt 
each. Prices of QNB’20 and ’21 went down by 0.25 pt each. Regarding plans for new issues, Qatar 
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MIDDLE EAST 5Y CDS SPREADS V/S INTL BENCHMARKS

Sources: Bloomberg, Bank Audi's Group Research Department

Z-SPREAD BASED AUDI MENA BOND INDEX V/S INTERNATIONAL BENCHMARKS

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

Reinsurance Company, a subsidiary of Qatar Insurance, mandated BNP Paribas, HSBC, Emirates NBD 
Capital and NBAD to arrange fixed income investor meetings in Europe, Asia and Middle East for a Tier 
2 perpetual debt sale.

In Dubai, sovereigns maturing between 2017 and 2043 posted price declines of 0.25 pt to 1.00 pt week-
on-week. Prices of Emaar’19, ’24 and ’26 retreated by up to 0.75 pt. Majid Al Futtaim’19 and ’24 closed 
down by 0.25 pt and 0.38 pt respectively. Majid Al Futtaim raised US$ 500 million from the sale of a 
Perpetual bond offering a coupon of 5.50% until the first call date. Thereafter, the coupon would be 
reset every 5 years to a new fixed rate payable semi-annually in arrear equal to 5Y MS rate +347.6 bps.  

In Abu Dhabi, sovereigns maturing in 2019, 2021 and 2026 registered price falls of 1.13 pt, 0.94 pt and 
1.06 pt respectively this week. Taqa papers maturing between 2019 and 2036 posted price drops of up 
to 1.75 pt. Still in the UAE credit space, Bank of Sharjah set initial guidance for a five-year international 
bond at 250 basis points over mid-swaps.
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Sources: Bloomberg, Bank Audi's Group Research Department

___________________________________________________________________________
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.


