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

The MENA WEEKLY MONITOR

Economy___________________________________________________________________________
p.2 STANDARD CHARTERED SAYS MENA ECONOMIC OUTLOOK REMAINS CLOUDY 
Standard Chartered recently released a MENA research publication in which it said that the region is a 
bloc of economic potential. 

Also in this issue
p.2 Investments in renewable energy in Middle East and Africa reach US$ 8.7 billion
p.3 BofA Merrill Lynch says KSA budget deficit to narrow in 2017
p.3 KSA’s PMI climbs to 18-month high in February
p.4 Rising consumer confidence and spending alongside greater governmental investment to   
 present opportunities to Qatar’s retail and office sub-sectors 

Surveys___________________________________________________________________________
p.5 ABU DHABI’S HOSPITALITY MARKET FACES DECLINING REVENUES AMIDST 
WEAK DEMAND, AS PER CBRE 
The combined effects of prolonged weaker oil prices and a general slowdown in economic activity has 
been weighing heavily on the Emirate’s real estate market, according to a report by CBRE.       

Also in this issue
p.5 UAE economy relatively resilient to the impact of the slump in oil prices, as per IIF
p.6 Real GDP growth in Morocco to accelerate to 4% in 2017, as per the EIU   

Corporate News___________________________________________________________________________
p.7 CREDIT AGRICOLE PICKS JPMORGAN FOR BANQUE SAUDI FRANSI SALE
French bank Credit Agricole picked JPMorgan to advise it on a potential sale of its 31% stake in Banque 
Saudi Fransi, valued at nearly US$ 2.4 billion.   

Also in this issue
p.7 Damac Properties awards 121 contracts worth US$ 381.2 million in the first two months of 2017
p.7 UAE's Mubadala completes deal to take 20% stake in Investcorp's parent
p.7 Kuwait's Zain in final stages of selling towers
p.8 Dubai's ENOC to build ten new service stations in 2017
p.8 Qatar First Bank sells a partial stake in a leading healthcare service provider based in the UAE
p.8 Jenan to develop four new Saudi community projects

Markets In Brief___________________________________________________________________________
p.9 US TREASURIES MOVE AND EX-DIVIDEND TRADING WEIGH ON REGIONAL 
CAPITAL MARKETS 
Regional equity markets pursued their downward trajectory for the third consecutive week, mainly 
dragged by ex-dividend stocks and an oil price slump. The Qatar Exchange posted a 2.6% fall in prices, 
and the heavyweight Saudi Tadawul and the UAE equity markets registered price declines of 1.6% each. 
Also, regional bond markets remained under downward price pressures this week, tracking US Treasuries 
move amid fueled bets about a US interest rate hike mid-March 2017 and after the European Central Bank 
said there was no longer a “sense of urgency” to take further action on monetary stimulus.
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ECONOMY
______________________________________________________________________________
STANDARD CHARTERED SAYS MENA ECONOMIC OUTLOOK REMAINS CLOUDY

Standard Chartered recently released a MENA research publication in which it said that the region is a 
bloc of economic potential. According to the same source, the MENA region is bigger than emerging 
Europe and about the size of Latin America, while it is home to some of the world’s richest countries. 

The economic outlook for the region remains cloudy. While Standard Chartered expects oil prices to 
maintain upward momentum this year, it acknowledges uncertainty on the timing of the rise.

Standard Chartered expects the GCC region’s average weighted economic growth to slow to 1.4% this 
year from an estimated 1.7% in 2016. This in part reflects its forecast of lower oil-related GDP growth in 
the MENA region due to the oil production cuts agreed by OPEC member for the first half of this year. 
Reliance on oil export receipts has magnified the impact of lower oil prices in the GCC, with medium-
term implications.

Fiscal policy remains the main policy lever in the GCC economies as a means to absorb the external shock 
from the decline in oil prices. Standard Chartered estimates that the GCC aggregate fiscal deficit will 
narrow to around US$ 40 billion in 2017 from an estimated US$ 144 billion last year. Work is underway in 
the GCC region to introduce a value added tax in the first quarter of next year, as per the same source.

For MENA oil-importing economies, the high public debt burden has constrained policy space. Standard 
Chartered expects net oil importers (Egypt, Jordan and Lebanon) to record higher economic growth of 
3.6% this year, as compared to 3.2% in 2016. 

Nonetheless, growth in the Levant region remains well below potential, as per the same source, which 
added that the region’s high public debt levels constrain their ability to boost economic growth.

Furthermore, fiscal consolidation measures, which underpin IMF-supported programs in Egypt, Jordan 
and Iraq, could also weigh on growth, as per Standard Chartered. Prospects of a revival of export receipts 
for MENA oil-importing economies remain weak in light of ongoing security concerns in the region, 
according to the same source.

Standard Chartered added that it expects monetary policy to be tightened across the MENA region in 
line with increases in the US federal funds target rate and in support of the region’s pegs to the US dollar. 
Standard Chartered also expects a tightening bias in Egypt to support the recently liberalized Egyptian 
pound.  
_____________________________________________________________________________
INVESTMENTS IN RENEWABLE ENERGY IN MIDDLE EAST AND AFRICA REACH US$ 8.7 
BILLION

Investments in the renewable energy sector picked up in 2016 across the Middle East and Africa, with 
greenfield transactions attracting AED 31.9 billion (US$ 8.7 billion) of investments, according to a report 
by Ernst & Young (E&Y).

The sector continued to dominate power and utility transactions in the region in 2016 after a period of 
slow activity. Key investment announcements in the last quarter of 2016 included the Kuwait Fund for 
Arab Economic Development coordinating a debt financing of US$ 115.5 million to set up a desalination 
plant in Egypt.

In the UAE, a consortium of lenders invested to build the 800-megawatt Mohammad Bin Rashid Al 
Maktoum Solar PV Phase III. The UAE also saw new projects in the field of coal, nuclear, and solar energy, 
funded by both local and Asian investors to support its raised renewable energy target from 24% to 26%. 
Additionally, Dubai launched a US$ 27 billion green fund to support global sustainability projects.
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The focus in 2017 would be very much on the KSA renewable energy program, now that this has been 
launched by the Ministry of Energy, Industry and Mineral Resources, and on potential investment 
opportunities from the Saudi Electricity Company’s unbundling into four generation companies, 
according to the report. 

Saudi Arabia has a tender in 2018 for a 300-megawatt project that would boost solar capacity in the 
Kingdom, followed by other tenders for 900 MW in 2019 and 750 MW in 2020.
_____________________________________________________________________________
BOFA MERRILL LYNCH SAYS KSA BUDGET DEFICIT TO NARROW IN 2017

Saudi Arabia's budget deficit is set to narrow during 2017 on the back of higher oil prices, discipline in 
spending and non-oil revenue measures, according to a research note by Bank of America Merrill Lynch.

BofA Merrill Lynch said it sees the 2017 budget deficit at SR 316 billion (US$ 85 billion), about 12% of the 
Gulf Kingdom's GDP, compared to a deficit of SR 402 billion (US$ 107 billion) in 2016, which represented 
16.9% of GDP.

The research note said underlying spending discipline kept the 2016 fiscal deficit in line with budget 
targets. However, the repayment of contractor arrears (worth SR 80 billion) and spending related to 
surplus projects (worth SR 25 billion) drove the 2016 fiscal deficit wider.

BofA Merrill Lynch also noted that the Saudi US dollar peg would hold in 2017 given sizeable foreign 
assets and the experience with implementing multi-year fiscal adjustments.

It added that it expects liquidity in Saudi Arabia to improve and that non-oil sector growth should 
rebound given a gradual pace of fiscal tightening.

The research note said the country's budget statement and medium-term program imply three Saudi 
policy priorities this year: easing near-term austerity, supporting higher oil prices and introducing non-
oil revenue reforms.

The 2017 budget suggests flattish real spending, along with further repayment of government arrears in 
the first quarter of 2017, as per BofA Merrill Lynch.

Finally yet importantly, BofA Merrill Lynch said it sees the budget being consistent with oil prices of US$ 
55 per barrel and a fiscal breakeven of US$ 98 per barrel.
_____________________________________________________________________________
KSA’S PMI CLIMBS TO 18-MONTH HIGH IN FEBRUARY

Saudi Arabia’s non-oil private sector saw a further pickup in growth momentum in February 2017, with 
business conditions improving at the quickest rate since August 2015. Both output and new orders rose 
sharply in February, with the rate of expansion in the latter picking up to an 18-month high. 

Subsequently, firms raised their input buying at a steep pace to accommodate higher output and due 
to projections of further improvements in market demand in the coming months. Despite the robust 
upturn in new work, the rate of job creation remained only slight, however. On the price front, ongoing 
cost pressures led firms to raise their output charges for the fourth consecutive month.

The survey, sponsored by Emirates NBD and produced by IHS Markit, contains original data collected 
from a monthly survey of business conditions in the Saudi private sector.

At 57.0, the headline seasonally adjusted Emirates NBD Saudi Arabia Purchasing Managers’ Index™ (PMI), 
a composite gauge designed to give a single-figure snapshot of operating conditions in the non-oil 
private sector economy, was consistent with a marked improvement in operating conditions during 
February 2017. The latter was up from 56.7 in January, the latest reading was also the highest in one-and-
a-half years. However, it remained slightly below the long-run series average (58.3), as per Emirates NBD.
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The overall improvement in the health of the sector was supported by sharper growth of new work 
during February. In fact, the latest increase in new business was the steepest seen in one and-a-half 
years. Anecdotal evidence highlighted that promotional activities, new projects, construction activity 
and stronger underlying demand had supported the upturn in new work. Higher new export orders also 
contributed to growth of total new business. The latest increase in new work from abroad was the most 
marked in six months. Reflective of the trend seen for incoming new business, output expanded sharply, 
although the rate of growth softened slightly since January.

Purchasing activity also increased markedly in February. As a result, stocks of purchases continued to 
expand at a solid pace. The rate of job creation eased to a 14-month low and was slight overall. Marginal 
employment growth has now been recorded in each of the past six months. Consequently, backlogs of 
work accumulated at the fastest rate in 20 months. 

Higher raw material costs was reportedly the primary factor behind another increase in total input costs 
as wage inflation remained comparatively mild. Subsequently, charges increased for the fourth straight 
month in February. The rate of output charge inflation was modest, however. According to panellists, 
competitive pressures had restricted firms’ abilities to pass on higher input costs to clients. 
_____________________________________________________________________________
RISING CONSUMER CONFIDENCE AND SPENDING ALONGSIDE GREATER GOVERNMENTAL 
INVESTMENT TO PRESENT OPPORTUNITIES TO QATAR’S RETAIL AND OFFICE SUB-SECTORS

According to a report by BMI Research, Qatar’s economy has a stable outlook in the medium term, 
reflecting the countries resilience to the collapse in oil prices over 2015. Consequently, rising consumer 
confidence and spending, alongside greater governmental investment, would present opportunities in 
the retail and office sub-sectors in 2016 and 2017, supported by improvements to infrastructure that will 
benefit the broader real estate market.

The government announced reforms that should mitigate further damage to the economy. These include 
reductions in current government spending, which was cut by 9.5% over 2015 and is estimated to fall 
again in 2016, as slow developing projects are scrapped, subsidies removed and an increase in stamp 
duty is introduced. Capital spending would increase slightly as spending on infrastructure developments 
advance in order to boost business prospects. Projects include '”free zones” to benefit logistics and 
attract foreign investment. On top of this, the government is looking to offer more development projects 
to the private sector, which BMI Research forecasts would channel funding into the most important and 
strategic investments. Overall, this is benefiting the commercial real estate market over the medium 
and long term, as greater investment into the private sector would create opportunities for foreign 
development. The commercial real estate market would also continue to benefit from Qatar's strong 
macroeconomic fundamentals, including low unemployment and a diversified labour market, which 
would support business sentiment, as per BMI Research. 

The office sector benefits from a strong development pipeline, with around 2mn sq m of space expected 
to enter the market by 2019, and higher levels of demand, on the back of greater government spending. 
Doha would be central for office developments. The city is the focus of most tenant interest and would 
see continued higher levels of demand leading up to the 2022 FIFA World Cup, with a particular appetite 
for premium grade units from international investors. On the other hand, Al Khor and Al Wakra are seeing 
little interest for higher-grade space, as developers are unwilling to build due to the economic focus on 
Doha, as per the report.

The retail sub-sector benefits from demand for premium malls space, from both domestic and 
international investors. This has seen an influx of supply in the pipeline for Doha to meet rising demand. 
Al Khor and Al Wakra would see a similar trend to the office sector, although the former is seeing interest 
for premium grade units, which will continue to support high rental rates, as per BMI.
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SURVEYS
_____________________________________________________________________________
ABU DHABI’S HOSPITALITY MARKET FACES DECLINING REVENUES AMIDST WEAK 
DEMAND, AS PER CBRE

The combined effects of prolonged weaker oil prices and a general slowdown in economic activity has 
been weighing heavily on the Emirate’s real estate market, with a widespread softening of demand and 
sector level performances, according to a report by CBRE. 

According to the report, during 2016 Brent crude oil averaged US$ 43.55 per barrel, down from US$52.36 
per barrel achieved in 2015. However, during the final quarter oil did record a modest improvement, 
rising 7% quarter-on-quarter to reach US$ 49.19 per barrel. 

The resulting pressures from lower oil revenues have been slightly offset by the more robust performance 
of the non-oil sector, which according to the Abu Dhabi Economic Vision 2030, is forecasted to grow by 
6-8% per year and contribute close to 64% of the total national accounts by 2030, as per the report. 

According to the report, despite being one of the major contributors to the overall FDI, the share of 
real estate related investments dropped from 27% in 2015 to 25% in 2016. This broadly reflects weaker 
performance of the local property market and the lower appetite of investors towards the sector. 

Despite the concerted diversification efforts, the oil and gas sector remains one of the most dominant 
occupier groups in the Abu Dhabi office market, along with local and federal government agencies. 
Between the two lies a very significant portion of the overall occupation and the principle driving force 
of demand. With restructuring and cost optimization strategies still in place, the market continues to 
witness weak demand fundamentals and limited interest for new office spaces, as per the report. 

The negative impact of this trend has been most visible in the performance of the secondary office 
market, where rentals have fallen 1% quarter-on-quarter and 8% year-on-year, as per the IIF. 

The residential market was characterized by low levels of activity during Q4 2016, with sustained, albeit 
relatively modest, declines in both rental and sales rates. Investment activity has been largely subdued, 
due to the on-going economic situation and prevailing market uncertainties, as per the report.

According to the report, in overall terms apartments experienced a 7% decline in rentals during 2016, 
although there was only a marginal drop recorded during the final quarter. Following a number of 
regulatory changes, the Abu Dhabi Municipality has moved to reinstate the 5% rental cap, in order to 
regulate rental hikes. Whilst this is unlikely to have a significant impact in falling market, it is a positive 
move for the future of the market, ensuring a better-regulated environment for the capital’s residential 
tenants. 

The year proved to be a rough period for the local hospitality market, according to CBRE. As reflected in 
the 9% decline in the overall hotel revenues in 2016 as compared to 2015.  The continued softening of 
the economy, a strong US dollar, and declining corporate hotel demand all proved to be detrimental for 
hospitality revenues, as per the report. 

According to the report, despite an increase in the number of passenger arrivals in 2016 , the achieved 
growth of 5% in the hospitality market is notably lower than the 13% CAGR observed in the period 2010-
2015.   
_____________________________________________________________________________
UAE ECONOMY RELATIVELY RESILIENT TO THE IMPACT OF THE SLUMP IN OIL PRICES, AS 
PER IIF

The UAE economy has been relatively resilient to the impact of the slump in oil prices, as it has benefited 
from a relatively diversified economy, excellent infrastructure, political stability, and ample foreign 
assets, according to a recent report by the Institute of International Finance (IIF).
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According to the report, following the partial recovery in oil prices, there is a sense that the worst is 
behind for the UAE economy and confidence is gradually returning. After sharp public spending and 
subsidy cuts, the focus is now shifting towards nonoil revenue raising measures, including new fees and 
taxes.

The IIF expects the budget deficit, including investment income, to narrow from 3.3% in 2016 to 1.1% of 
GDP in 2017 helped by higher oil prices (an average of US$ 52/bbl in 2017 as compared with US$ 45/bbl 
in 2016.

Further increases in policy rates are expected this year, in step with future Fed moves, as per IIF. According 
to the report, nonhydrocarbon real GDP growth is forecasted to rise to 2.9%, from 2.3% in 2016, due to 
reduced fiscal drag. The key risk is lower than expected oil prices. Challenges include spillovers from 
slowing neighboring economies and real exchange rate appreciation.

Nonetheless, the IFF does not expect a change in the exchange rate regime, given that the peg is 
regarded as a critical anchor of economic stability.

According to the report, to sustain higher growth over the medium term, further reforms are needed 
(including quality improvements to education and training) to raise total factor productivity (TFP) to 1.5 
percentage points. 
_____________________________________________________________________________
REAL GDP GROWTH IN MOROCCO TO ACCELERATE TO 4% IN 2017, AS PER THE EIU

The Economist Intelligence Unit forecasts that real GDP growth in Morocco would accelerate to 4% in 
2017 but from a low base, after estimated growth of just 1.5% in 2016, as agricultural production returns 
to normal following a sharp contraction in the 2015-2016 season. 

According to the report, the economy is sensitive to agriculture, which accounts for 40% of employment 
and therefore has a major impact on private consumption. Overall, the EIU expects relatively steady 
growth in manufacturing industries, particularly in automotive, aeronautics and electronics, to underpin 
growth over the forecast period. 

Tourism would continue to be a key driver of the economy, although it remains vulnerable to external 
demand and perceptions of regional security. The expansion of other services including finance, trade 
and telecoms, would help to create more stable sources of growth. Electricity production would also 
expand in 2017-2021, driven by major investment in renewables, as per the report.

According to the report, rising global oil prices would create new inflationary pressures in 2017-2018 
(subsidies were phased out on most refined fuels in 2015). Nonetheless, the EIU expects inflation to 
remain moderate, at an average of 2.3% in 2017-2018, as the government maintains subsidies on basic 
goods. Price growth is forecasted to fall to 1.6% in 2019 before rising to an average of 2% in 2020-2021, 
largely in line with fluctuating global oil prices.

As to public finances, the current-account deficit would widen to an annual average of 5.2% of GDP in 
2017-2018, according to the EIU, as recovering global commodity prices boost import costs. Increasing 
demand for capital goods related to investment in power plants, transport infrastructure and industrial 
parks would also support steady growth in import spending, as per the report. 

Morocco's external performance would continue to be vulnerable to renewed turbulence in Europe, its 
main foreign market, and agricultural exports remain reliant on volatile weather patterns. Exports would 
nevertheless increase, owing in part to rising output from the manufacturing sector. Overall, the trade 
deficit would remain wide, averaging 17.4% of GDP in 2017-21. 
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CORPORATE NEWS
_____________________________________________________________________________
CRÉDIT AGRICOLE PICKS JPMORGAN FOR BANQUE SAUDI FRANSI SALE

French bank Crédit Agricole picked JPMorgan to advise it on a potential sale of its 31% stake in Banque 
Saudi Fransi, valued at nearly US$ 2.4 billion.

Crédit Agricole has been selling assets and pulling out of markets such as Greece to meet post-crisis 
regulations and combat tougher economic conditions, while focusing on activities in France and Italy.

The French lender's move comes as banks around the world are shedding minority stakes in other banks 
as new global rules mean they now have to hold more capital against those holdings.

The sale would be an opportunity for a foreign buyer to gain a foothold in the Kingdom's banking sector, 
in which 12 commercial lenders share total assets worth around US$ 592 billion, as per Reuters.  
_____________________________________________________________________________
DAMAC PROPERTIES AWARDS 121 CONTRACTS WORTH US$ 381.2 MILLION IN THE FIRST 
TWO MONTHS OF 2017

DAMAC Properties announced that it awarded 121 construction, supplier and consultancy contracts 
valued at AED 1.4 billion (US$ 381.2 million) in Dubai during January and February 2017.

The main contracts have been awarded for the provision of various services at five of DAMAC Properties’ 
projects in Dubai, including the golf community AKOYA Oxygen, as well as DAMAC Hills, AYKON City on 
Sheikh Zayed Road, and Avanti Tower in addition to Merano Tower, both in the Business Bay area.  

In DAMAC Hills, the contracts include the main works package for the Golf Villas, as well as the landscape, 
irrigation works, water features for the approach roads and furniture and accessories for the Park Villas.

The contracts for the AKOYA Oxygen master development cover consultancy services for the provision of 
supervision services, main works packages, roads and infrastructure works packages, as well as concept 
design.

The awarded contracts for AYKON City include specialist design services and piling works packages, 
while those for Merano Tower encompass the main works package.

The contracts were awarded to a number of prominent local and international companies.
_____________________________________________________________________________
UAE'S MUBADALA COMPLETES DEAL TO TAKE 20% STAKE IN INVESTCORP'S PARENT

Bahrain-based Investcorp announced that Abu Dhabi State investment fund Mubadala Development 
Co. completed a deal to acquire a 20% stake in the alternative investment firm's parent, Investcorp Bank.

Investcorp said in July that Mubadala would buy 9.99% of Investcorp immediately, and a further 10.01% 
following regulatory approvals, making it the largest shareholder of Investcorp.
_____________________________________________________________________________
KUWAIT'S ZAIN IN FINAL STAGES OF SELLING TOWERS

Kuwaiti telecommunications group Zain reached the final stages of selling its mobile transmitter towers 
in the country, as per the company’s Vice Chairman.

The company is awaiting approval from the telecommunications regulator.

In addition, Zain's affiliate Zain Saudi said in December that it was in talks to sell its towers to a consortium 
comprising TASC SAL and ACWA Holding IPO-ACWA.SE. The Saudi sale would fetch over US$ 500 million, 
as per a top executive. 
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______________________________________________________________________________
DUBAI'S ENOC TO BUILD TEN NEW SERVICE STATIONS IN 2017

Emirates National Oil Company (ENOC) announced plans to build ten new service stations in 2017, as part 
of its 2020 expansion program to increase its retail network capacity by 40%.

The group’s plans for this year started with the opening of its new Warsan service station, with other 
locations to include Sheikh Zayed Road, Al Barsha South, Hessa Street, Sheikh Rashid Road, Bab Al Shams, 
Hatta, Jumeirah Village, Al Lehbab Road and Academic City Road.

The company said in a statement that it also plans to open 54 new service stations across the UAE by the 
end of the decade. 
______________________________________________________________________________
QATAR FIRST BANK SELLS A PARTIAL STAKE IN A LEADING HEALTHCARE SERVICE 
PROVIDER BASED IN THE UAE

Qatar First Bank, a leading Shari’ah compliant bank based in Qatar, sold a partial stake in one of the 
leading healthcare platforms in Abu Dhabi, Dubai, Sharjah and Kuwait, as per Reuters. 

QFB sold 44% of its shares in this investment.

QFB’s current portfolio of alternative investments are within various sectors including healthcare, 
energy, consumer finance, real estate, industrial, retail, luxury, food & beverage; spread across diversified 
geographies. 

Since its incorporation, QFB’s Alternative Investment division has closed a number of transactions across 
Qatar, Turkey, the United Kingdom, Africa and the MENA region with carrying value of total equity 
investments (including subsidiaries) of QR 1.73 billion. 
______________________________________________________________________________
JENAN TO DEVELOP FOUR NEW SAUDI COMMUNITY PROJECTS

Saudi-based Jenan Real Estate Company signed contracts for four new development projects - Laguna, 
Alkhobar Gardens, Alkhobar Residence and Villagio.

Jenan Real Estate is majority owned by Saudi shareholders (with a 51.4% stake) along with GCC investors, 
who have 48.6% share. Inovest, a Bahrain-based Shariah compliant investment company, owns 5.3% of 
the company’s equity shareholding.

The company is engaged in real estate activities such as the acquisition and development of residential 
projects including villas, duplexes, residential complexes and towers.

The Laguna residence project comprises 32 waterfront villas, located in front of the Laguna Park and 
overlooking the central lagoon. 

Alkhobar Gardens, located in The Ramlat Juman master plan in the Azizya Area, boasts 33 villas with four 
different villa models.

Alkhobar Residence projects has 134 apartments and four buildings, all with a sea view, while Villagio 
project comprises 36 luxurious restaurants in Alkhobar with a large car parking space.
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EQUITY MARKETS INDICATORS (MARCH 05, 2017 TILL MARCH 11, 2017)

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

CAPITAL MARKETS
_____________________________________________________________________________
EQUITY MARKETS: FURTHER PRICE DROPS ON OIL PRICE SLUMP AND EX-DIVIDEND 
TRADING

Regional equity markets pursued their downward trajectory for the third consecutive week, mainly 
dragged by ex-dividend stocks and an oil price slump. The Qatar Exchange posted a 2.6% fall in prices, 
and the heavyweight Saudi Tadawul and the UAE equity markets registered price declines of 1.6% 
each. On the other hand, the Egyptian Exchange attracted a healthy foreign bid over this week. Yet, 
this was not reflected on the US dollar-denominated S&P Egypt BMI index, given the Egyptian Pound 
depreciation.

In details, the Qatar Exchange posted a 2.6% drop in prices this week, as many stocks went ex-
dividend. 34 out of 44 listed stocks registered price decreases, while ten stocks saw price gains. Doha 
Bank’s share price shed 15.9% to QR 32.8. The stock went ex-dividend on March 7, 2017. Also, Doha 
Bank’s shareholders approved a 20% capital increase through the issue of new shares of QR 25 each. 
Qatar Electricity and Water’s share price fell by 3.4% to reach QR 222. The stock traded ex-dividend 
on March 7, 2017. Barwa Real Estate’s share price tumbled by 12.1% to QR 34.90. The stock traded ex-
dividend this week.

The UAE equity markets registered a 1.6% fall in prices week-on-week, mainly driven by some 
unfavorable company specific factors. In Dubai, Emaar Properties’ share price dropped by 3.7% to 
AED 7.340. Emaar Properties’ Board of Directors proposed the distribution of dividends at a rate of 
16 fils per share for the year 2016, with no change relative to the previous year, despite recording a 
28% rise in its 2016 net profits. Emaar Malls’ share price fell by 1.1% to AED 2.650. Gulf Finance Group’s 
share price plunged by 3.1% to AED 2.510. The stock traded ex-dividend starting March 2, 2017. Dubai 
Islamic Bank’s share price closed 2.7% lower at AED 5.440. The stock traded ex-dividend on March 2, 
2017. In Abu Dhabi, National Bank of Abu Dhabi’s share price went down by 4.2% to AED 10.25. First 
Gulf Bank’s share price plunged by 9.4% to AED 12.6. The stocks of the two merging government-
controlled banks traded ex-dividend this week. 

Also, the heavyweight Saudi Tadawul posted a 1.6% drop in prices week-on-week. Petrochemicals 
stocks traced a downward slope on the back of an oil price slump that was mainly triggered by rising 
US crude inventory. Petrochemicals giant SABIC’s share price retreated by 0.7% to SR 96.47. Saudi 



10Week 10  March 05 - March 11, 2017

MARCH 05 - MARCH 11, 2017

WEEK 10

Kayan Petrochemical Company’s share price plunged by 4.3% to SR 8.04. Sahara Petrochemical 
Company’s share price shed 5.2% to SR 14.77. Petro Rabigh’s share price plummeted by 7.2% to SR 
12.71. Also, Al Tayyar Travel’s share price tumbled by 9.7% to SR 31.78. The company denied news that 
it has signed a SR 5 billion deal with Indonesian companies for religious tourism. Al Sagr Cooperative 
Insurance’s share price plunged by 8.6% to SR 39.01. The firm’s Board of Directors recommended the 
distribution of dividends at a rate of SR 2 per share for the year 2016, with no change relative to the 
previous year. Medical supplier Al Hammadi’s share price dropped by 6.0% to SR 33.22. The firm said 
that it plans not to distribute dividends for the year 2016.

In contrast, the Egyptian Exchange attracted a healthy foreign demand this week after the Egyptian 
Pound depreciated by 8.6% against the US dollar to reach LE/US$ 17.5 at the end of the week. Within 
this context, the bourse main benchmark index EGX 30 surged by 4.4% week-on-week, and the 
broader EGX 100 index jumped by 7.2%. However, the S&P Egypt BMI USD fell by 4.0% week-on-week 
given the currency depreciation, leaving a negative impact on the S&P Pan Arab Composite Index. 
Commercial International Bank’s share price rose by 3.6% to LE 76.51. Global Telecom Holding’s share 
price closed 3.1% higher at LE 6.94. Telecom Egypt’s share price surged by 4.0% to LE 11.75. Talaat 
Moustafa Group’s share price increased by 3.5% to LE 8.23. Ezz Steel’s share price jumped by 13.2% to 
LE 19.39. EFG-Hermes’ share price climbed by 7.7% to LE 25.72. El Sewedy Electric’s share price went 
up by 9.1% to LE 84.94. The company said that it is in preliminary talks with the Egyptian Electricity 
Transmission Co. to build two electricity distribution plants. 
_____________________________________________________________________________
FIXED INCOME MARKETS: EXTENDED PRICE DROPS IN REGIONAL BOND MARKETS, 
TRACKING US TREASURIES MOVE

Regional fixed income markets remained under downward price pressures this week, tracking US 
Treasuries move amid fueled bets that the US Federal Reserve would raise its benchmark interest 
rates at the March 14-15 FOMC meeting, and after the European Central Bank said there was no longer 
a “sense of urgency” to take further action on monetary stimulus and that policymakers “do not 
anticipate that it will be necessary to lower rates further”.

In the Qatari credit space, sovereigns maturing between 2019 and 2046 posted weekly price falls 
ranging between 0.25 pt and 2.50 pts. Qatari Diar’20 closed down by 0.25 pt. Qtel papers saw 
downward price movements across the board, with papers maturing between 2018 and 2043 
registering price decreases ranging between 0.13 pt and 1.38 pt. Prices of RasGas’19 and ’20 retreated 
by 0.25 pt each. 

As to papers issued by financial institutions, Commercial Bank of Qatar’19 and ’21 recorded weekly 
price drops of 0.25 pt and 0.38 pt respectively. QIB’17 and ’20 traded down by 0.13 pt each. QNB 
papers maturing between 2018 and 2021 registered price declines of up to 0.38 pt. As to credit rating 
changes, S&P revised the outlook on the long-term rating on QNB to “negative” from “stable”. At the 
same time, the rating agency affirmed the “A+/A-1” long-term and short-term counterparty credit 
ratings. The outlook revision reflects the rating agency’s view that the long-term rating on QNB could 
be lowered if S&P were to take similar action on the sovereign rating on Qatar. The rating affirmation 
reflects S&P’s view that the deterioration in the bank’s capitalization following the acquisition of 
Turkey-based Finansbank A.S. is compensated by expectations of a very high likelihood of timely and 
sufficient support from the Qatari government if needed.

In the Abu Dhabi credit space, ADGB’19 was up by 0.25 pt over the week, while sovereigns maturing 
in 2021 and 2026 registered price falls of 0.63 pt and 0.75 pt respectively. Mubadala papers saw price 
drops across the board, with papers maturing between 2019 and 2023 posting price decreases of 0.25 
pt to 0.50 pt. Etisalat’19, ’21, ’24 and ’26 registered price retreats of up to 0.88 pt. Amongst financials, 
ADCB papers maturing between 2018 and 2023 posted price declines ranging between 0.19 pt and 
0.50 pt. NBAD’19 and ’21 closed down by 0.38 pt and 0.50 pt respectively. In contrast, ADIB Perpetual 
traded up by 0.13 pt. ADIB announced plans to issue a US dollar-denominated Sukuk over the next 
few months.
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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

In Dubai, sovereigns maturing between 2017 and 2043 saw weekly price falls of 0.25 pt to 1.25 pt. DP 
World’17, ’20, ’23 and ’37 closed down by 0.13 pt to 1.25 pt. Prices of Majid Al Futtaim’19, ’24 and ’25 
retreated by 0.25 pt, 0.63 pt and 0.88 pt respectively. Still in the UAE credit space, Sharjah’21 and ’24 
were down by 0.13 pt each. Prices of Sharjah Islamic Bank’18 and ’20 dropped by 0.25 pt each. Sharjah 
Islamic Bank announced plans to issue convertible Sukuk equivalent to 10% of the lender’s capital. 

In the Kuwaiti credit space, prices of KIPCO’23 and ’27 declined by 0.50 pt and 1.00 pt respectively 
week-on-week. Burgan Bank’21 was down by 0.25 pt. Regarding plans for new issues, Kuwait set an 
initial price guidance for its planned debut international bond issue at 100 bps over US Treasuries area 
for a five-year tranche and the 120 bps over Treasuries area for a 10-year tranche. 

Finally, in the Saudi credit space, sovereigns maturing in 2021, 2026 and 2046 posted weekly price 
declines of up to 1.88 pt. SECO papers maturing between 2022 and 2044 saw price drops ranging 
between 0.50 pt and 0.75 pt. Regarding plans for new issues, Saudi Arabia plans the sale of Islamic bonds 
in riyals to local institutions this year to help boost the country’s Sukuk market. Also, the Kingdom plans 
a benchmark-sized issue alongside a plan to sell US dollar Sukuk in the international market.
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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.


