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MENA MARKETS: WEEK OF DECEMBER 04 - DECEMBER 10, 2016

The MENA WEEKLY MONITOR

Economy___________________________________________________________________________
p.2 EFG HERMES SAYS PROVISIONING TRENDS FOR MENA BANKS WORSENED IN 
THE THIRD QUARTER
EFG Hermes issued its MENA banks trend tracker report for the third quarter, saying that earnings for 
banks under coverage (45 banks) fell for the second quarter in a row, by 2% year-on-year in 3Q2016. 

Also in this issue
p.3 GCC VAT to produce revenues of over US$ 25 billion per annum, according to EY 
p.3 Bahrain ratings lowered to “BB-” on weakening external finances, as per S&P
p.3 Jordan signs US$ 250 million soft loan with World Bank to support electricity and water reforms 
p.4 Kuwait's recent elections could hinder economic and fiscal reforms, as per Fitch
p.4 Tunisia's parliament approves US$ 14.1 billion budget for next year

Surveys___________________________________________________________________________
p.5 KUWAIT MOST VULNERABLE MENA COUNTRY TO TRUMP’S PROTECTIONIST US 
STANCE, ACCORDING TO S&P
Kuwait and Saudi Arabia are the most vulnerable countries to Trump’s presidency in terms of exports and 
remittances in the MENA region, according to S&P’s “US Protectionism Exposure Index”.       

Also in this issue
p.6 Egypt's mobile market grew by 3.2% year-on-year in Q3 2016, according to BMI  
p.6 Qatari Islamic banking growth outpacing conventional banks, says Fitch 

Corporate News___________________________________________________________________________
p.7 QP TO INTEGRATE RASGAS AND QATARGAS ACTIVITIES UNDER SINGLE ENTITY
Qatar Petroleum (QP) plans to integrate the activities of RasGas and Qatargas operating companies under 
a single entity, Qatargas, which would operate all of the ventures being operated by both entities.  

Also in this issue
p.7 Kuwait National Petroleum Co. selects banks to provide loan facility for Clean Fuels project
p.7 NBAD secures shareholders' assent to merge with First Gulf Bank
p.7 Dubai's Meydan Group to close US$ 163 million syndicated loan in December
p.8 Abu Dhabi National Oil Co. to cut crude supplies by 3%-5% across its three export grades
p.8 Bahrain's Bapco gets bids for US$ 5 billion refinery expansion
p.8 Bahrain LNG closes US$ 741 million syndicated loan for platform's construction
p.8 Apicorp acquires 30% of Bahrain’s Falcon Cement Co.

Markets In Brief___________________________________________________________________________
p.9 PRICE GAINS ACROSS REGIONAL CAPITAL MARKETS  
Regional equity markets extended their upward trajectory for the fifth consecutive week (+1.3%), 
mainly supported by higher oil prices and some favorable market and company-specific factors. Also, 
regional fixed income markets saw a price rebound, as reflected by a 6.6% contraction in the Z-spread 
based Audi compiled MENA bond index, amid rising hopes that non-OPEC oil producers would agree 
to lower their oil production in Vienna talks in an attempt to ease a global supply glut and lift prices.
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ECONOMY
_____________________________________________________________________________
EFG HERMES SAYS PROVISIONING TRENDS FOR MENA BANKS WORSENED IN THE THIRD 
QUARTER 

EFG Hermes issued its MENA banks trend tracker report for the third quarter of this year, saying that 
earnings for banks under coverage (45 banks) fell for the second quarter in a row, by 2% year-on-year 
in 3Q2016 versus a 4% decline in 2Q2016 (excluding the impact of QNB consolidating Finansbank in 
2Q2016). Only Egypt, Kuwait and Lebanon banks reported positive yearly earnings growth in the third 
quarter of this year.

It is worth noting that pre-provisions earnings rose by 14% in the third quarter of 2016, up from 4% year-
on-year in the second quarter. 

While revenue has been under pressure for several quarters because of higher funding costs and weak 
fee income, EFG Hermes noted that a key reason of lower earnings in 3Q2016 was higher provisioning 
costs, with some signs of credit quality deterioration, particularly in Saudi Arabia. 

EFG Hermes went on to highlight the main trends in 3Q2016 for banks in the region. First, deposit growth 
improved, picking up to 5.2% year-in-year in 3Q2016, from 4.3% year-on-year in the second quarter, and 
after several quarters of decelerating deposit growth. 

Second, loan growth weakened across the board, decelerating to the lowest level in the past five years to 
7.3% year-on-year in the third quarter of 2016 and down from 8.1% year-on-year in 2Q2016.  According to 
the report, Egypt offers the strongest outlook for loan growth in 4Q2016 and 2017.

Third, net interest margins were tighter on a yearly basis in Qatar, the UAE and Oman on rising funding 
costs. Upward re-pricing of assets drove higher quarter-on-quarter spreads in Saudi Arabia. Egypt banks 
spreads also expanded in this year’s third quarter.

Fourth, fee income growth continued to be under pressure, on weak trade finance volumes, and slowing 
loan growth. 

Fifth, credit quality showed signs of deterioration. There has been a slight pick-up in non-performing 
loans across corporate-focused banks in Saudi Arabia, and, to a lesser extent, Qatar, mainly driven by 
legacy real estate loans at one bank.  

MENA BANKS' 3Q 2016 RESULTS (YEARLY TRENDS VERSUS 3Q 2015)*

Source: EFG Hermes
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Out of 45 banks covered, of which 40 had data for NPL ratio in both 3Q2015 and 3Q2016, 19 saw an 
increase in the NPL ratio, 15 saw an amelioration in the ratio, and six saw practically no change between 
3Q2015 and 3Q2016.  
_____________________________________________________________________________
GCC VAT TO PRODUCE REVENUES OF OVER US$ 25 BILLION PER ANNUM, ACCORDING TO 
EY

According to Ernst & Young (EY), the adoption of value added tax (VAT) of 5% by the GCC countries is 
expected to produce revenues of over US$ 25 billion per annum for the six GCC countries. This would 
allow them to amend the tax policy and other fees and charges and increase infrastructure investments.

The adoption of value added tax represents a major shift in tax policy that would impact all segments of 
the economy and lead to a fundamental change in the way businesses operate across around the region, 
according to Ernst & Young.

While the introduction of a tax may seem daunting to consumers and businesses alike, the overall impact 
for consumers is less than the usual annual inflation rate, as per E&Y. As businesses prepare to implement 
VAT across numerous sectors, they would need to invest in analyzing, redesigning, developing and 
implementing updated systems, processes, contracts and business arrangements to match the 
requirements of the new tax system, as per the same source.

It is worth noting that all GCC countries are working towards VAT implementation by 1 January 2018 to 
avoid transaction and sales issues that could arise from intra-GCC trade. Businesses that are not ready by 
the VAT go-live date may suffer fiscal consequences from the inability to pass on the underlying VAT to 
the end customer, as per EY.
_____________________________________________________________________________
BAHRAIN RATINGS LOWERED TO “BB-” ON WEAKENING EXTERNAL FINANCES, AS PER S&P

Standard & Poor’s (S&P) lowered its long-term foreign and local currency sovereign credit ratings on the 
Kingdom of Bahrain to “BB-“ from “BB”.

The rating agency also lowered the long-term foreign currency issuer credit ratings on the Central Bank 
of Bahrain to “BB-”, in line with its ratings on the sovereign. S&P affirmed the “B” short-term foreign and 
local currency sovereign credit ratings on Bahrain and its Central Bank. The outlook on both Bahrain and 
its Central Bank is “stable”.

The downgrade reflects S&P’s view that the risk of a marked deterioration in external financing conditions 
increased amid an ongoing decline in foreign exchange reserves and a recent restatement of external 
accounts. These factors paint a more challenging external context than previously assumed.
 
The rating agency expects Bahrain's foreign reserves, including the proceeds from recent international 
issues totaling US$ 2 billion, to amount to US$ 2.2 billion by the end of this year. S&P expects the current 
account payment coverage to drop below one month by 2018.
 
The gradual depletion of foreign exchange reserves available is a particular concern, as Bahrain has 
a long standing exchange-rate peg with the US dollar, reducing its flexibility to respond to external 
pressures. Standard & Poor’s expects that external assets held by the general government (and not by 
the Central Bank) would not be available for defending the peg, should it come under strain.
_____________________________________________________________________________
JORDAN SIGNS US$ 250 MILLION SOFT LOAN WITH WORLD BANK TO SUPPORT 
ELECTRICITY AND WATER REFORMS 

The World Bank and Jordan signed a US$ 250 million financial package that aims to accelerate the 
government’s quest to redress fiscal imbalances in the energy and water sectors and improve public 
service delivery.
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The new loan would contribute to the government’s efforts to shore up the fiscal deficit for 2016 through 
2018. It would help to significantly reduce the debt servicing bill, provide more time for debt repayments 
and, consequently, lessen dependence on local market borrowing at higher interest rates.
 
Improving the efficiency of the water and energy sectors, and the consequent savings, would provide the 
government with the fiscal space needed to invest more in economic development projects and improve 
the living conditions of citizens, as per Jordan’s Minister of Planning and International Cooperation. 
 
The water sector was the largest consumer of electricity in the Kingdom, and the government’s planned 
reforms aim to make better use of surface water for drinking purposes, while treating waste water for 
agricultural and industrial usage, as per the same source. 
 
The loan package consists of a US$ 25 million contribution from the Global Concessional Financing 
Facility (GCFF) combined with a US$ 225 million loan, repayable over 35 years with a four-and-a-half-year 
grace period. The project is the second in a two-part series focusing on reforming Jordan’s energy and 
water sectors. The First Programmatic Energy and Water Sector Reforms Development Policy Loan was 
concluded in December 2015, and amounted to US$ 250 million.
 
These two programs are structured around two pillars which include improving the financial viability of 
the electricity and water sectors, and increasing efficiency of these sectors. These objectives are aligned 
with Jordan’s 2025 vision seeking self-reliance and financial stability. 
______________________________________________________________________________
KUWAIT'S RECENT ELECTIONS COULD HINDER ECONOMIC AND FISCAL REFORMS AS PER 
FITCH

Kuwait's recent elections would increase tensions between the executive and legislature, hindering 
economic and fiscal reforms, although the extent to which this would happen is unclear, as per Fitch.
 
Consequently, the government may back down from more substantive initiatives such as public sector 
pay reform, particularly if the oil price recovery is sustained. Nevertheless, it could still pursue some of 
its fiscal agenda with smaller, less contentious measures, for example enforcing existing subsidy rules or 
linking public sector bonuses to job attendance.
 
Kuwait's exceptional fiscal strengths, which underpin its sovereign rating, would not be immediately 
affected by a return to this level of political volatility. Fitch forecast the fiscal breakeven price at US$ 
46/bbl in FY16/17, one of the lowest among Fitch-rated oil exporters, taking into account wealth fund 
investment income in revenue, and excluding statutory transfers to wealth funds from expenditure.
______________________________________________________________________________
TUNISIA'S PARLIAMENT APPROVES US$ 14.1 BILLION BUDGET FOR NEXT YEAR

Tunisia's parliament approved a US$ 14.1 billion budget for next year, including deficit cutting measures 
that had been watered down under pressure from unions.
 
From a total of 217 lawmakers in parliament, 122 voted in favor of the finance bill. Earlier this week, 
parliament struck out two key revenue raising measures and the government partially reversed plans to 
freeze public sector pay.
 
The budget also included a 7.5% increase in company taxes, a freeze on public sector recruitment outside 
the security forces, and fiscal rules to try to reduce tax evasion amongst liberal professions. The budget 
forecast growth at 2.5% and the budget deficit narrowing slightly to 5.4% of GDP.
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SURVEYS
_____________________________________________________________________________
KUWAIT MOST VULNERABLE MENA COUNTRY TO TRUMP’S PROTECTIONIST US STANCE, 
ACCORDING TO S&P

Kuwait and Saudi Arabia are the most vulnerable countries to Trump’s presidency in terms of exports and 
remittances in the MENA region, according to S&P’s “US Protectionism Exposure Index” that compares 
emerging markets dependence on US economic openness by analyzing two simple external variables.

The first variable is the share of an emerging-market economy's goods exports to the US as a share of 
its national GDP. The hypothesis is that an emerging-market economy has more to lose from a Trump 
presidency if it sends more exports to the US. In terms of exports, the three most vulnerable countries in 
the MENA region were Kuwait, Saudi Arabia and Jordan obtaining scores of 39, 28.3 and 14.5 (over 100, 
which is the score of the most exposed country) respectively. The three least exposed countries were 
Lebanon, Egypt and Morocco obtaining scores of 0.6, 1.7 and 3.8 respectively. 

The second variable is that of the share of worker remittances resident in the US in the emerging-market 
economy's total current account receipts. Should a Trump presidency indeed pursue a policy of limiting 
immigration and maybe expelling illegal immigrants already residing inside the US, this can hurt the 
balance of payments of the immigrants' home countries, as per the report. In terms of remittances, the 
three most vulnerable countries were Lebanon, Jordan and Egypt obtaining respective scores of 10.5, 5.1 
and 4.3. The three least vulnerable countries were Bahrain, Oman and Kuwait. 

The Combined Vulnerability Index is the unweighted average of the Export Vulnerability Index and the 
Remittances Vulnerability Index. Each sub-index is defined between zero (the sovereign has no exports 
to the US or receives no remittances from there) and 100 (the sovereign is the most exposed in the 
sample in the respective category, Mexico in the export ratio and El Salvador in the remittances ratio). 
According to the report, Kuwait (19.5), Saudi Arabia (14.2) and Jordan (9.8) obtained the highest scores for 
the combined vulnerability index, while Oman (2.7), Morocco (2.5) and Qatar (2.1) obtained the lowest. 

The results of S&P’s analysis of these two variables indicate that most emerging-market sovereigns 
would face limited risk to a more protectionist US stance. The sovereigns with most at stake are located 
in the direct geographical vicinity of the US. 

US PROTECTIONISM EXPOSURE INDEX

Sources: S&P, Bank Audi's Group Research Department 
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______________________________________________________________________________
EGYPT'S MOBILE MARKET GREW BY 3.2% YEAR-ON-YEAR IN Q3 2016, ACCORDING TO BMI

In Q3 2016, Egypt's mobile market grew by 3.2% year-on-year, with 96.2 million subscriptions at the end 
of September 2016, according to BMI. BMI’s outlook for the country's mobile market remains subdued, 
and predicts growth of 2.4% in the 12 months to December 2016 and, by 2020 the market is expected 
to be serving 99.49 million subscriptions. In the five years to 2020, BMI believes average annual growth 
for Egypt's 3G subscriber market will be around 15%. By the end of 2020, more than 45.6 million 3G 
subscriptions are expected, accounting for 46% of the total mobile market.

TE is the leading provider of broadband services, with the operator reporting a 42.1% year-on-year 
increase in ADSL subscriptions in 2015. BMI predicts that total broadband connections, including mobile 
broadband connections, would reach 9.46 million by 2020, equivalent to a penetration rate of 9.4%. The 
mobile market has recovered from the losses seen in 2014 and 2015, with three operators combined 
adding an impressive 2.6 million subscribers over the first three quarters of 2016. 3G/4G uptake is 
expected to be higher as new technological prospects are boosted by investments and operators look to 
deepen client relationships by offering value-added services. In September 2016, the first 4G LTE license 
was issued to Telecom Egypt (TE) for a price of approximately US$ 800 million and a month after the 
regulator agreed on 4G spectrum allocation to Orange, Vodafone and Etisalat Misr.

It is worth noting that Egypt's authorities and the country's telecoms operators are pushing to increase the 
uptake and quality of broadband services in the country. In November, the Ministry of Communications 
& Information Technology (MCIT) announced plans to increase the country's internet penetration rate to 
50% by the end of 2016, from 34% at present.
______________________________________________________________________________
QATARI ISLAMIC BANKING GROWTH OUTPACING CONVENTIONAL BANKS, SAYS FITCH 

The Qatari Islamic banks saw their lending grow by 7.2% in 1H 2016, outpacing the 6.5% growth at 
conventional banks (excluding Qatar National Bank's (QNB) acquisition of Finansbank A.S in Turkey), 
mainly due to higher retail and real estate financing, as per Fitch. Islamic banks accounted for 25.2% of 
total financing at end-1H16, against 25% at end-2015 (including Finansbank under QNB, the share was 
23% at end-1H16). 

Appetite is growing for Islamic financing and Sharia-compliance services from retail and corporates, 
as per the report. However, growth is expected to have slowed in 2016 (for Islamic and conventional 
banks) due to reduced hydrocarbon revenues and government spending. The rating agency expects 
profitability to remain healthy, but margins to be under pressure from tighter market liquidity, which 
would increase banks' funding costs.

The average Islamic bank impaired loan ratio was 1.1% at end-1H16, lower than the conventional bank 
average of 2.1%, due to high growth in financing (the ratio's denominator). However, asset quality 
is expected to weaken with slower growth and seasoning of the financing book. All banks have high 
exposure to real estate and contracting, which deteriorated due to delays in government payments to 
contractors. 

Liquidity is tightening and financing-to-deposit ratios are increasing across all banks in Qatar, mainly due 
to government deposit withdrawals. Since 2011, Islamic banks have had a competitive edge, largely driven 
by a government decision in 2011 to shut down the conventional banks' Islamic windows. Financing-to-
deposit ratios have increased to an average of 107% at end-1H16, but remain below those of conventional 
peers, as per Fitch.

In 2013, the Qatar Central Bank (QCB) issued specific laws for Islamic banking, defining the scope of 
Islamic banks as non-interest based banking to generate profit and develop innovative Sharia-compliant 
products. Islamic banks in Qatar follow Islamic Financial Services Board guidance and prepare their 
financial statements in accordance with Accounting and Auditing Organisation for Islamic Financial 
Institutions standards, Sharia rules and QCB regulations. 
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CORPORATE NEWS
_____________________________________________________________________________
QP TO INTEGRATE RASGAS AND QATARGAS ACTIVITIES UNDER SINGLE ENTITY

Qatar Petroleum (QP) plans to integrate the activities of RasGas and Qatargas operating companies 
under a single entity, Qatargas, which would operate all of the ventures being operated by both entities.

The integration aims to create a global energy operator in terms of size, service and reliability. The 
integration of the activities of these two energy companies means that upon completion, there would 
be a single expanded and enhanced operating entity, named Qatargas, that would operate all of Qatar’s 
LNG ventures.

The integration process is planned to start immediately and is expected to be completed within the next 
12 months.
_____________________________________________________________________________
KUWAIT NATIONAL PETROLEUM CO. SELECTS BANKS TO PROVIDE LOAN FACILITY FOR 
CLEAN FUELS PROJECT

Kuwait National Petroleum Co (KNPC) selected ten international banks to provide a loan facility of more 
than US$ 4 billion to back its Clean Fuels project.

The loan, which has guarantees from various countries' export credit agencies, is expected to include 
the participation of BBVA, BNP Paribas, Bank of Tokyo-Mitsubishi UFJ, Credit Agricole CIB, HSBC, Mizuho, 
Natixis, Santander Group, Societe Generale and Standard Chartered.

The debt facility is a club loan, which means it would not be syndicated to other banks. NBK Capital has 
been working with the Kuwaiti company as financial adviser, while HSBC has coordinated the loan.

The Clean Fuels project would expand and upgrade two of Kuwait's largest refineries to produce diesel 
and kerosene for export.

The project received a first tranche of financing in April this year, when it obtained a KWD 1.2 billion (US$ 
3.9 billion) loan led by National Bank of Kuwait and Kuwait Finance House.
_____________________________________________________________________________
NBAD SECURES SHAREHOLDERS' ASSENT TO MERGE WITH FIRST GULF BANK

National Bank of Abu Dhabi (NBAD) secured shareholders' assent to merge with First Gulf Bank (FGB).

The pair announced in July that their boards had approved the tie-up, which would create one of the 
largest banks in the Middle East and Africa with assets of around US$ 175 billion, as per Reuters.
_____________________________________________________________________________
DUBAI'S MEYDAN GROUP TO CLOSE US$ 163 MILLION SYNDICATED LOAN IN DECEMBER

Dubai's Meydan Group, which specialises in real estate projects in the commercial, hospitality and 
entertainment sectors, would close an AED 600 million (US$ 163 million) syndicated loan in December.

The debt facility, arranged by Commercial Bank of Dubai, would be used to finance a hotel project. The 
deal was initially expected to reach completion by the end of November.

Meydan, mostly known for the Meydan racecourse facility in Dubai, is the developer of Meydan City, a 47 
million square foot project including residential, commercial and mixed-use buildings.

Earlier this year, Meydan obtained a US$ 476 million loan from Qatar National Bank (QNB) and QNB's 
United Arab Emirates affiliate Commercial Bank International.  
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_____________________________________________________________________________
ABU DHABI NATIONAL OIL CO. TO CUT CRUDE SUPPLIES BY 3%-5% ACROSS ITS THREE 
EXPORT GRADES

Abu Dhabi National Oil Company said it would cut crude supplies by 3%-5% across its three export 
grades to meet commitments under an OPEC deal to curb output.

The move is one of the first visible indicators that oil markets could be physically tighter in 2017 as the 
Organization of the Petroleum Exporting Countries and other producers cut production to ease a supply 
glut and prop up prices.

ADNOC's production hit a record 3.1 million bpd in November 2016. The producer's flagship crude is light 
sour Murban, with production of about 1.6 million bpd and an API gravity of about 40 degrees.
______________________________________________________________________________
BAHRAIN'S BAPCO GETS BIDS FOR US$ 5 BILLION REFINERY EXPANSION

State-run Bahrain Petroleum Company (Bapco) received bids from international construction companies 
to expand its Sitra oil refinery.

It aims to boost the processing capacity of the Gulf country's only oil refinery to 360,000 barrels per day 
(bpd) from 267,000 bpd under its BAPCO Modernisation Program which is expected to cost about US$ 5 
billion. The contract is expected to be awarded by the first quarter of 2017.
______________________________________________________________________________
BAHRAIN LNG CLOSES US$ 741 MILLION SYNDICATED LOAN FOR PLATFORM'S 
CONSTRUCTION

Bahrain LNG, the developer of the Gulf State's receiving and regasification terminal for liquefied natural 
gas (LNG), closed a US$ 741 million syndicated loan for the platform's construction, according to a 
company statement.

The project is being developed to supplement local gas production in Bahrain and ensure capacity to 
meet peak seasonal gas demand and industrial growth.

While the Gulf region is known for its large oil reserves, countries including Saudi Arabia and Bahrain 
have struggled to keep up with demand for gas and have been searching for a way to address the issue.

Standard Chartered, Arab Petroleum Investments Corp (APICORP), and Korea Development Bank were 
the institutions leading the limited recourse project financing, which was provided by nine international 
and regional lenders. 
______________________________________________________________________________
APICORP ACQUIRES 30% OF BAHRAIN’S FALCON CEMENT CO.

Arab Petroleum Investments Corporation (Apicorp) bought 30% of Falcon Cement Co, one of Bahrain's 
largest cement producers, to help to drive economic growth in the region, as per a company statement.

The stake was bought from Islamic investment bank GFH Financial Group, which said it would remain a 
strategic shareholder in Falcon.

Apicorp, a multilateral development bank established by the member states of the Organization of Arab 
Petroleum Exporting Countries, would act as a strategic shareholder supporting expansion of Falcon.

The cement company, which supplies big infrastructure projects in Bahrain, has production capacity of 
1,000 tons per day and plans to raise it to 2,400 tons by the end of 2017.
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EQUITY MARKETS INDICATORS (DECEMBER 04, 2016 TILL DECEMBER 10, 2016)

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

CAPITAL MARKETS
_____________________________________________________________________________
EQUITY MARKETS: EXTENDED PRICE GAINS IN REGIONAL EQUITY MARKETS  

Regional equity markets extended their upward trajectory for the fifth consecutive week, as reflected 
by a 1.3% increase in the S&P Pan Arab Composite Index, mainly supported by higher oil prices and 
some favorable market-specific and company-specific factors.  

The heavyweight Saudi Tadawul posted a 0.3% increase in prices week-on-week. Petrochemicals 
continued to post price gains on improved investor sentiment following OPEC’s agreement on its 
first production cut since 2008. Sahara Petrochemical Company’s share price went up by 3.9% to SR 
13.36. Petrochem’s share price rose by 1.0% to SR 19.77. Sipchem’s share price closed 1.2% higher at 
SR 16.32. Petro Rabigh’s share price surged by 3.8% to SR 11.95. Al Rajhi Capital said that the Saudi 
petrochemical sector is currently trading at a forward price-to-earnings ratio of 16.7x as compared 
to global peers’ average of 17.2x. Saudi Investment Bank’s share price edged up by 0.8% to SR 14.75. 
Saib’s Board of Directors recommended an increase of the bank’s capital through bonus shares, to be 
paid through the transfer of retained earnings. Al Yamamah Steel’s share price surged by 15.3% to SR 
31.52. The company recommended a cash distribution of SR 1.25 per share for the second half of 2016.

The Qatar Exchange posted a 1.3% rise in prices week-on-week, supported by some favorable market-
specific factors. In fact, Qatar is set to pump in about US$ 13 billion on mega infrastructure projects 
in 2017 with a major focus on projects related to the FIFA World Cup 2022. Within this context, real 
estate related stocks were among top gainers. Mazaya Qatar’s share price jumped by 5.8% to QR 
13.20. Ezdan Holding’s share price increased by 2.7% to QR 15.40. Ezdan Holding Group closed an 
8-year US$ 460 million senior secured syndicated facility. Barwa Real Estate’s share price rose by 1.1% 
to QR 31.40. United Development’s share price climbed by 4.2% to QR 19.68.

The UAE equity markets registered a 5.7% surge in prices week-on-week, on improved investor 
sentiment following OPEC’s agreement on its first production cut since 2008 and bets that non-
members nations would follow suit in Vienna talks, and driven by some favorable company-specific 
and market-specific factors. In Abu Dhabi, First Gulf Bank’s share price jumped by 12.1% to AED 13.00. 
NBAD’s share price climbed by 6.9% to AED 10.05. First Gulf Bank secured shareholders’ approval to 
merge with NBAD. Also, NBAD signed a financing loan deal worth of US$ 2 billion. ADIB’s share price 
rose by 2.9% to AED 3.58. Arqaam Capital raised ADIB to “Hold” from “Sell” with a price estimate of 
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AED 5.90 per share. Aldar Properties’ share price surged by 8.9% to AED 2.70. Aldar Properties said that 
homes within its West Yas development are currently available for sale to all nationalities. 

In Dubai, realty stocks were on the rise amid increased foreign appetite. Emaar Properties’ Chairman 
said that Dubai’s real estate market would see a "rebalancing" between supply and demand next year. 
Also, Emaar Properties said that its expects growth in 2017 even amid the correction in the housing 
market. Emaar Properties’ share price jumped by 8.5% over the week to reach AED 7.400. The firm 
signed an insurance settlement of AED 1.2 billion for a fire that engulfed one of its hotels on New 
Year’s Eve. Emaar Malls’ share price closed 5.8% higher at AED 2.750. Union Properties’ share price 
climbed by 18.2% to AED 1.080. Arabtec Holding’s share price rose by 4.6% to AED 1.360. Damac 
Properties’ share price surged by 5.9% to AED 2.330. Deyaar’s share price surged by 10.7% to AED 
0.609. Du’s share price surged by 8.4% to AED 6.210. Du’s Board of Directors would meet on December 
14, 2016 to discuss the capital structure of the company.

In contrast, the Egyptian Exchange registered a 2.9% fall in prices week-on-week, on some profit-
taking operations following a strong price rally that was mainly driven by a currency float and the 
IMF’s approval of a US$ 12 billion loan facility. Commercial International Bank’s share price declined 
by 2.0% to LE 68.09. Palm Hills Development’s share price dropped by 2.5% to LE 3.07. Talaat Moustafa 
Group’s share price decreased by 1.5% to LE 8.49. SODIC’s share price plunged by 6.1% to LE 14.84. 
Orascom Telecom’s share price plummeted by 18.1% to LE 0.77. The firm said that its current CEO 
would step down in January 2017 and announced plans to shut down its Orabank affiliate in North 
Korea because of complexity of complying with US sanctions on that country. 
_____________________________________________________________________________
BOND MARKETS: PRICE REBOUND IN REGIONAL BOND MARKETS AHEAD OF VIENNA 
PRODUCTION CUT TALKS

Regional fixed income markets saw a price rebound this week, as reflected by a 6.6% contraction in 
the Z-spread based Audi compiled MENA bond index, amid rising hopes that non-OPEC oil producers 
would agree to lower their oil production in Vienna talks in an attempt to ease a global supply glut 
and lift prices. In fact, producers from outside OPEC agreed on December 10, 2016 to reduce output 
by 558,000 barrels per day, which marks the largest ever contribution by non-OPEC countries. This 
followed OPEC’s agreement on its first production cut since 2008 of 1.2 million barrels per day starting 
January 1, 2017. 

In Abu Dhabi, sovereigns followed an upward trajectory this week. ADGB’19, ’21 and ’26 were up by 
0.25 pt, 0.31 pt and 0.75 pt respectively. Prices of Mubadala papers maturing in 2021, 2022 and 2023 
rose by up to 0.50 pt. Etisalat’19 and ’21 closed up by 0.13 pt each. Taqa papers maturing between 
2017 and 2036 witnessed price gains of 0.13 pt to 2.50 pts. Amongst financials, ADIB Perpetual was up 
by 1.38 pt. FGB’19 traded up by 0.13 pt. ADCB’18, ’20 and ’23 registered price rises of 0.13 pt to 0.38 pt.  
In Dubai, sovereigns maturing between 2020 and 2043 posted price gains ranging between 0.25 
pt and 2.25 pts this week. DEWA’18 and ’20 traded up by 0.13 pt each. DP World papers maturing 
between 2017 and 2037 recorded price increases of 0.13 pt to 4.75 pts. Amongst financials, DIB’20 and 
’21 closed up by 0.13 pt each. DIB Perpetual (offering a coupon of 6.25%) and DIB Perpetual (offering a 
coupon of 6.75%) traded up by 0.63 pt and 1.00 pt respectively.

In the Bahraini credit space, sovereigns maturing between 2020 and 2044 registered price rises of 0.13 
pt to 2.13 pts week-on-week. As to credit rating changes, Standard & Poor’s lowered the long-term 
foreign and local currency sovereign credit ratings on the Kingdom of Bahrain to “BB-” from “BB”. S&P 
also lowered the long-term foreign currency issuer credit ratings on the Central Bank of Bahrain to 
“BB-”, in line with its ratings on the sovereign. The rating agency affirmed the “B” short-term foreign 
and local currency sovereign credit ratings on Bahrain and its Central Bank. The outlook on both 
Bahrain and its Central Bank is “stable”. The downgrade reflects S&P’s view that the risk of a marked 
deterioration in external financing conditions increased amid an ongoing decline in foreign exchange 
reserves and a recent restatement of external accounts. 
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In the Qatari credit space, sovereigns maturing between 2019 and 2046 saw price rises ranging 
between 0.25 pt and 2.13 pts this week. Qtel’18 and ’19 were up by 0.13 pt and 0.50 pt respectively. Qtel 
papers maturing between 2023 and 2043 registered price gains of up to 1.25 pt. As to papers issued 
by financial institutions, prices of Commercial Bank of Qatar’17 and ’21 went up by 0.25 pt and 0.13 pt 
respectively. QNB papers maturing between 2018 and 2021 posted price increases of 0.13 pt to 0.38 pt.

In the Saudi credit space, sovereigns maturing in 2021, 2026 and 2046 traded up by 0.44 pt, 1.13 pt and 
2.25 pts respectively this week. SECO papers maturing between 2022 and 2044 saw price increases 
of up to 1.50 pt. Dar Al Arkan’18 and ’19 closed up by 1.38 pt and 0.63 pt respectively. Finally, Omani 
sovereigns maturing in 2021 and 2026 closed up by 0.50 pt and 1.13 pt respectively. Oman plans US$ 1.5 
billion to US$ 2 billion bond sale next year to plug its budget deficit. 



12Week 50  December 04 - December 10, 2016

DECEMBER 04 - DECEMBER 10, 2016

WEEK 50

SOVEREIGN RATINGS & FX RATES

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.


