
1Week 16  April 16 - April 22, 2017

APRIL 16 - APRIL 22, 2017

WEEK 16

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

CONTACTS

RESEARCH

Treasury & Capital Markets

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

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

Private Banking

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

Corporate Banking

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

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

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

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

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

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

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

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

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

MENA MARKETS: WEEK OF APRIL 16 - APRIL 22, 2017

The MENA WEEKLY MONITOR

Economy___________________________________________________________________________
p.2 IMF REVISES DOWN MENA GROWTH FORECAST TO 2.3% FOR 2017 AND TO 3.2% 
FOR 2018 
The IMF recently released its World Economic Outlook report in which it revised down growth forecasts 
for the MENA region, adding that the threat of deepening geopolitical tensions persists.  

Also in this issue
p.3 Egypt’s total external debt rises by 40.8% annually to US$ 67.3 billion in 2016  
p.3 KSA restores civil service and military allowances following a string of austerity measures 
p.4 Oman’s gross domestic product fell by 5.1% annually to attain US$ 66.3 billion in 2016
p.4 Ras Al Khaimah foreign trade expands by 11.8% year-on-year to US$ 2.7 billion in 2016 

Surveys___________________________________________________________________________
p.5 MENA REMITTANCE FLOWS DOWN BY 4.4% IN 2016, AS PER THE WORLD BANK    
In the Middle East and North Africa (MENA) region, remittance flows decreased by an estimated 4.4% in 
2016 after falling by 6.1% in 2015, according to the most recent “Migration and remittances” report by the 
World Bank.           

Also in this issue
p.6 Dubai airport is world's busiest for international travel, as per ACI   
p.6 UAE and Qatar to outperform GCC peers on diversification, as per BMI   

Corporate News___________________________________________________________________________
p.7 ABU DHABI’S MUBADALA SECURES US$ 2.5 BILLION PRIVATE EQUITY 
INVESTMENT FROM FRANCE’S ARDIAN 
European fund manager Ardian will invest US$ 2.5 billion in private equity funds run by Mubadala Capital, 
an arm of Abu Dhabi’s State fund Mubadala.    

Also in this issue
p.7 Bahrain's Alba secures US$ 700 million financing for expansion 
p.7 LuLu kicks off work on US$ 272 million Silicon Mall in Dubai
p.7 Investcorp acquires US$ 160 million US industrial properties
p.8 Dilmunia to build US$ 137 million family-centric mall in Bahrain
p.8 Dubai's DAE signs deal to buy aircraft leasing firm
p.8 Abu Dhabi’s Tamouh secures US$ 48 million funding for mall

Markets In Brief___________________________________________________________________________
p.9 EXTENDED PRICE DECLINES IN EQUITIES, SHY PRICE GAINS IN BOND MARKETS
Regional equity markets saw extended price declines this week, as reflected by a 1.7% retreat in the S&P 
Pan Arab Composite Index, mainly driven by an oil price slump and some unfavorable company-specific 
factors. The heavyweight Saudi Tadawul posted price declines of 2.5% followed by the Qatar Exchange 
(-1.5%) and the UAE equity market (-0.2%). In parallel, activity in regional fixed income markets was mostly 
skewed to the buy side this week, as reflected by a 0.8% contraction in the Z-spread based Audi Compiled 
Bond Index, while MENA five-year CDS spreads remained unchanged week-on-week.
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ECONOMY
______________________________________________________________________________
IMF REVISES DOWN MENA GROWTH FORECAST TO 2.3% FOR 2017 AND TO 3.2% FOR 2018

The International Monetary Fund (IMF) recently released its World Economic Outlook report in which 
it revised down growth forecasts for the Middle East and North Africa region, adding that the threat of 
deepening geopolitical tensions persists. 

In details, the IMF said its near-term outlook for the broader region has weakened. It revised down by 
0.6% its growth outlook for 2017 for the MENA region to 2.3% and by a smaller 0.1% its 2018 growth 
forecast to 3.2%, when compared to the previous World Economic Outlook update in January of this year.  

The subdued pace of expansion reflects lower headline growth in the region’s oil exporters, driven by the 
November 2016 OPEC deal to cut oil production, which masks the expected pick-up in non-oil growth as 
the pace of fiscal adjustment to structurally lower oil revenues slows, as per the Fund. 

The IMF also said that continued strife and conflict in many countries in the region also detract from 
economic activity.

Growth in Saudi Arabia, the region’s largest economy, is expected by the IMF to slow to 0.4% this year 
because of lower oil production and ongoing fiscal consolidation, before picking up to 1.3% next year. 

Growth rates in most other countries in the Cooperation Council of the Arab States of the Gulf are similarly 
projected by the Fund to dip this year. 

By contrast, activity in most of the region’s oil importers is expected to continue to accelerate, with 
growth rising from 3.7% in 2016 to 4.0% in 2017 and to 4.4% in 2018, as per the IMF report.

In Egypt, comprehensive reforms are expected to deliver sizable growth dividends, lifting real GDP 
growth from 3.5% this year to 4.5% next year, as per the same source. 

SELECTED KEY MENA ECONOMIC INDICATORS

Source: IMF
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_____________________________________________________________________________
EGYPT’S TOTAL EXTERNAL DEBT RISES BY 40.8% ANNUALLY TO US$ 67.3 BILLION IN 2016

Egypt’s total external debt rose sharply during 2016 to reach US$ 67.3 billion at year-end 2016, compared 
to US$ 47.8 billion at the end of 2015, according to the Central Bank of Egypt (CBE).

The rise in debt reflects recent borrowing from the IMF and the World Bank, as well as additional deposits 
placed by Gulf Arab donors. The extra borrowing has helped to push up the CBE's foreign reserves to 
their highest levels since mid-2011.

The largest component of Egypt's external debt is borrowing from multilaterals, which reached US$ 19.5 
billion at the end of 2016 compared to US$ 12.9 billion in 2015. Much of the increase came in the final 
quarter of the year, when the IMF, the World Bank and the African Development Bank disbursed loan 
tranches worth about US$ 4 billion in total. Long-term bilateral deposits, mainly placed by Saudi Arabia, 
the UAE and Kuwait, rose from US$ 14.9 billion to US$ 18.2 billion during the year. Short-term debt also 
increased sharply from US$ 4.4 billion to US$ 11.9 billion, reflecting the government's need to finance 
fuel imports.

The CBE said that the ratio of external debt to GDP was 37.6% of GDP at end-2016 compared to only 
13.6% at end-2015 and 16.3% in September 2016. In a note, it said that this calculation was based on 
converting the total debt figure to Egyptian pounds at the end-period exchange rate. As a result of the 
flotation of the Egyptian pound in November and subsequent depreciation, the local-currency value of 
the external debt would have doubled. The Ministry of Planning has yet to provide a figure for nominal 
GDP at the end of 2016, and so the debt/GDP ratio is likely to be based on preliminary figures by the 
planning ministry that are yet to be made public. Regardless, the flotation would have greatly diminished 
nominal GDP in US dollar terms, in turn leading to the noticeable spike in the external debt/GDP ratio, as 
per the Economist Intelligence Unit (EIU). 

Meanwhile, the Central Bank said that net international reserves rose by about US$ 2 billion during 
March to US$ 28.5 billion, including foreign-exchange reserves of US$ 25.1 billion. The disbursement by 
the World Bank of a US$ 1 billion loan tranche during March is likely to have contributed to this increase, 
as per the EIU.   
_____________________________________________________________________________
KSA RESTORES CIVIL SERVICE AND MILITARY ALLOWANCES FOLLOWING A STRING OF 
AUSTERITY MEASURES

The Kingdom restored civil service and military allowances that were previously cut in September last 
year following a string of austerity measures, according to a note by Al Rajhi Capital.

Al Rajhi Capital believes that the allowances and bonus were reinstated after an official review that saw 
better than expected budgetary performance in Q1 2017. The government’s revenue target for 2017 
accounts for oil price at US$ 50.3/barrel while average oil prices for Q1 2017 have been higher at US$ 
52/barrel and on the other hand costs have been rationalized by SR 17 billion (US$ 5 billion) in Q1 2017. 

The allowance cut was previously announced when Brent was trading below US$ 45/barrel but there 
is confidence that oil prices now are likely to remain steady at around US$ 50/barrel or improve from 
hereon. 

The reversal of allowance cut is positive for the economy as it points to higher confidence that the 
government would be able to meet the fiscal targets as mentioned in fiscal balance program. Notably, 
the total allowances constituted SR 80 billion (US$ 21 billion) or around 25% of total public salaries and 
allowances in 2015 while the savings in expenditure have already been 1/4th of the total allowances, as 
per Al Rajhi Capital.
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Last but not least, the decision is broadly positive for equities and is likely to boost consumption driven 
sectors such as retail and food. The bank believes that these are the stocks that are likely to benefit from 
announcement. Even stocks in other sectors such as banking, construction etc. could see a boost due to 
higher overall confidence in government spending while export oriented sectors could also witness an 
uplift on increased likelihood of progressive subsidy cuts on feedstock being deferred.
_____________________________________________________________________________
OMAN’S GROSS DOMESTIC PRODUCT FELL BY 5.1% ANNUALLY TO ATTAIN US$ 66.3 
BILLION IN 2016

Oman’s gross domestic product (GDP) fell by 5.1% annually at market prices to attain OMR 25.5 billion 
(US$ 66.3 billion) in 2016, according to preliminary data released by the National Centre for Statistics and 
Information (NCSI). The fall in economic activity was mainly due to a drastic drop in crude oil prices in the 
international markets.

As a result, revenues from petroleum activities slumped by 23.7% to OMR 7.0 billion (US$ 18.2 billion) 
in 2016. Among the hydrocarbon sector, revenues from crude oil activities dropped by 27.5% to reach 
OMR 5.8 billion (US$ 15.1 billion), while natural gas revenue edged up by 2.7% to OMR 1.2 billion (US$ 3.1 
billion), according to NCSI.

Although there has been a strong focus on non-oil activities, the growth of the sector was at 0.6% in 2016 
to register OMR 19.3 billion (US$ 50.2 billion) in 2016.

It is worth noting that Oman’s manufacturing sector contracted by 17.2% to reach OMR 2.2 billion (US$ 
5.7 billion) in 2016 from OMR 2.6 billion (US$ 6.8 billion), while mining and quarrying expanded by 5.4% 
annually to attain OMR 139.6 million (US$ 363 million). This could be due to a fall in prices of commodities, 
including petrochemical products, minerals and metals.

Agriculture and fisheries sector showed a smart recovery with the activities in the sector expanding by 
16.3% annually to OMR 506.0 million (US$ 1.3 billion) in the past year from OMR 435.0 million (US$ 1.1 
billion).

Last but not least, the country’s service sector activities edged up by 1.6% annually to post OMR 13.6 
billion (US$ 35.4 billion) in 2016 from OMR 13.4 billion (US$ 34.8 billion) in the previous year.
_____________________________________________________________________________
RAS AL KHAIMAH FOREIGN TRADE EXPANDS BY 11.8% YEAR-ON-YEAR TO US$ 2.7 BILLION 
IN 2016

Foreign trade in Ras Al Khaimah reached AED 10.0 billion (US$ 2.7 billion) in 2016 compared to AED 9.0 
billion (US$ 2.4 billion) in 2015, marking an annual increase of 11.8%, according to a report published by 
Ras Al Khaimah Chamber.

The report said that exports had the lion’s share and reached AED 3.78 billion (US$ 1.02 billion) in 2016, 
followed by imports which reached AED 3.53 billion (US$ 0.96 billion) while the re-export market reached 
AED 2.79 billion (US$ 0.76 billion).
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SURVEYS
_____________________________________________________________________________
MENA REMITTANCE FLOWS DOWN BY 4.4% IN 2016, AS PER THE WORLD BANK

In the Middle East and North Africa (MENA) region, remittance flows decreased by an estimated 4.4% in 
2016 after falling by 6.1% in 2015, according to the most recent “Migration and remittances” report by the 
World Bank. The decrease reflects the GCC slowdown and declining flows to the Arab Republic of Egypt 
due to exchange rate misalignments prior to the currency float.

According to the report, the decline for the region was driven by the decline in remittances to the 
Arab Republic of Egypt, the region’s largest remittance recipient. Given the devaluation pressures on 
the Egyptian pound and the wide gap between the official and black market exchange rates during 
most of 2016, migrants either delayed sending remittances, as they expected further depreciation of 
the Egyptian pound, or sent money through informal channels. The floating of the Egyptian pound in 
November 2016 led to an increase in official remittance inflows of 11% in 2016 Q4, according to the 
Central Bank of Egypt. However, this recovery could not make up for the strong decline in the first three 
quarters of the year.

Because of the low price of oil and tightening of fiscal policy, economic activity slowed down in GCC 
countries in 2016. The slowdown led to job losses as well as delays and cuts in wages for migrant workers. 
Subsidy reforms increased the cost of living, and thus decreased the amount that migrants could remit. 
Egypt, Jordan, and the Republic of Yemen were impacted the most, as they receive the bulk of their 
remittances from GCC countries and are highly dependent on remittances, as per the report.

Beyond 2016, fiscal consolidation (including the introduction of a GCC-wide value-added tax) would 
dampen the recovery of growth in GCC countries and remittances outflows from the region. Growth in 
the Euro Area, from where the Maghreb countries (Morocco, Algeria, and Tunisia) receive most of their 
remittances, is expected to remain steady but modest. In Egypt, however, a recovery of remittances 
sent through formal channels is expected in 2017, caused by the floating of the Egyptian pound and an 
increase in interest rates, as per the report.

According to the report, these developments would lead to robust growth of remittances to the MENA 
region in 2017. Risks to the outlook are mainly on the downside, including a further appreciation of the 
dollar, slowing of growth in GCC countries, and stronger nationalization policies in Saudi Arabia. 

REMMITANCE INFLOWS (% OF GDP)

Sources: World Bank, Bank Audi's Group Research Department 
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The average cost of sending US$ 200 to countries in the MENA region decreased to 7.4% in 2017 Q1 
compared with 7.5% in 2016 Q1. This cost is slightly below the global average of 7.45%. The average 
costs of sending remittances to countries in the region vary greatly across corridors. The costs remain 
the lowest for sending money within the region. The costs remain high for sending money to Lebanon 
from the United Kingdom, Germany, Canada, and Australia. The costs for sending money from several 
countries to Egypt spiked in 2016 Q4, due to higher exchange rate margins that are likely linked to the 
strong depreciation of the pound, as per the report.

In line with the global economic outlook, remittances to developing countries are expected to grow at 
about 3.3%  in 2017, to US$ 444 billion. Recent indicators suggest that economic activity in high-income 
and developing economies has firmed up, supporting a positive outlook for 2017. Global financing 
conditions have also improved notably, after a sharp tightening at the end of 2016.    
_____________________________________________________________________________
DUBAI AIRPORT IS WORLD'S BUSIEST FOR INTERNATIONAL TRAVEL, AS PER ACI 

A report released by the Airports Council International (ACI), the trade association of the world’s airports, 
showed that Dubai logged more than 83 million passengers in 2016, making it the world’s number one 
hub for global passengers.

According to the report, the number of flyers passing through Dubai’s terminals went up by 7.2% in 2016 
compared to a year earlier. Dubai, which also secured the top position last year, is ranked first in terms of 
preliminary international passenger traffic, edging out strong rivals London Heathrow, Hong Kong and 
Singapore airports.

In terms of total passenger traffic, however, Dubai emerged in the third position, just behind Hartsfield-
Jackson Atlanta International Airport and Beijing International Airport.

For highest total air cargo traffic, Dubai secured the fifth position, up one place from a year earlier, as per 
the report. 
_____________________________________________________________________________
UAE AND QATAR TO OUTPERFORM GCC PEERS ON DIVERSIFICATION, AS PER BMI

Qatar is slated to outperform the other Gulf Cooperation Council (GCC) countries on its first-mover 
advantage in diversification, and that the oil price recovery would support the GCC, enabling the 
governments ease their austerity drive to help boost investors and consumers' sentiments, according 
to BMI.

Highlighting that the implementation and progress of the diversification plans greatly vary across 
countries, the countries that are the most advanced in the process, namely the UAE and Qatar, would 
benefit from a first-mover advantage and outperform their peers, as per the report.

According to the report, the UAE and Qatar would be regional out-performers, while Saudi Arabia would 
enter contraction in 2017 amid oil production cuts and spending rationalization by the government. 
GCC economies benefit from recovering oil prices in 2017-18, supporting rising investor and consumer 
confidence, and from ambitious economic diversification plans to boost the non-oil economy.

BMI believes that economic activity would remain heavily reliant on government revenues, which in turn 
depends on oil prices. Therefore, the recovery would be gradual, and BMI does not forecast a return to 
growth rates experienced between 2011 and 2014. 
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CORPORATE NEWS
_____________________________________________________________________________
ABU DHABI’S MUBADALA SECURES US$ 2.5 BILLION PRIVATE EQUITY INVESTMENT FROM 
FRANCE’S ARDIAN 

European fund manager Ardian will invest US$ 2.5 billion in private equity funds run by Mubadala 
Capital, an arm of Abu Dhabi’s State fund Mubadala. This is the first time Mubadala accepts capital from 
a third-party investor.

The deal would see Ardian invest US$ 1.75 billion to take a majority stake in a US$ 2.5 billion portfolio 
owned by Mubadala Capital. 

Mubadala has also established a new US$ 1.5 billion private equity fund with equal primary capital 
commitments from Mubadala Capital and Ardian.
_____________________________________________________________________________
BAHRAIN'S ALBA SECURES US$ 700 MILLION FINANCING FOR EXPANSION

Aluminium Bahrain, also known as Alba, announced that it secured commitments of about US$ 700 
million from Export Credit Agency (ECA) supported facilities to finance its Line 6 Expansion Project.

Expected to start metal production in early 2019, Line 6 would boost the annual production by 540,000 
metric tons upon its full ramp-up, the company said in a statement.

The new line would bring Alba’s total production capacity to 1,500,000 metric tons per annum.

Aluminium Bahrain B.S.C. manufactures and sells aluminum and aluminum related products in the 
Kingdom of Bahrain. It owns and operates an aluminum smelter and related infrastructure. The company's 
products include standard ingots, rolling slabs, foundry alloy ingots, extrusion billets, T-ingots, and 
liquid metal products. It also offers anodes and calcined coke, produces and supplies potable water and 
generates and sells electricity. 
_____________________________________________________________________________
LULU KICKS OFF WORK ON US$ 272 MILLION SILICON MALL IN DUBAI

LuLu Group International, one of the retailers in the Middle East, announced the launch of a new 2.3 
million square feet shopping mall costing AED 1 billion (US$ 272 million) at high-tech park Dubai Silicon 
Oasis in Dubai, UAE.

With convenient access to the Dubai Expo site and the new Al Maktoum International Airport, the new 
shopping mall is poised to become a popular destination for both residents and tourists in Dubai’s 
vibrant retail landscape.
_____________________________________________________________________________
INVESTCORP ACQUIRES US$ 160 MILLION US INDUSTRIAL PROPERTIES

Investcorp, a provider and manager of alternative investment products, said its US-based real estate 
arm acquired a portfolio of industrial properties in Chicago and Boston metropolitan areas for US$ 160 
million.

The Bahrain-based company pointed out that the portfolio included six properties with an aggregate of 
approximately 1.8 million square feet of warehouse and distribution space.

The Chicago portfolio, located in close proximity to downtown Chicago, comprises three individual 
cold storage industrial buildings that are used primarily for the storage and distribution of frozen food 
products, as per a company statement. 
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In Boston, the Bahraini group purchased a warehouse, distribution and flex portfolio totaling 1.1 million 
square feet. These properties are located in the southern portion of the Boston metropolitan area, with 
access to major transportation thoroughfares for easy distribution to businesses throughout the city and 
adjacent suburbs.

With these investments, Investcorp adds to its Boston-based industrial assets, as the firm purchased a 
four-building industrial portfolio in the region comprising 900,000 square feet in October 2016. 
_____________________________________________________________________________
DILMUNIA TO BUILD US$ 137 MILLION FAMILY-CENTRIC MALL IN BAHRAIN

Bahrain-based Dilmunia Mall Development Company is set to develop a family-centric mall concept 
over a 26,754 square meter area in the heart of Dilmunia Island, within the Muharraq Governorate, at an 
estimated cost of BHD 52 million (US$ 137 million).

Mall of Dilmunia would boast more than 200 retail outlets on a total built-up area of 125,000 square 
meters (with a spacious underground car park).

With a gross leasable area of 47,300 square meters, the family-centric destination would feature 
entertainment centers  and new retail outlets besides a wide range of F&B  concepts from across the 
Middle East and North Africa region.

The main contractor of the project is Bahrain-based Cyprus Cybarco Tabet JV, while the international 
architectural design has been readied by Singapore-based DP Architects.

Work already started on the project which is scheduled for completion in October 2019. The retail units 
would be handed over six months prior to the opening date. 
______________________________________________________________________________
DUBAI'S DAE SIGNS DEAL TO BUY AIRCRAFT LEASING FIRM

Dubai Aerospace Enterprise (DAE) Ltd announced the signing of a definitive agreement to acquire 100% 
of the AWAS group of companies, a global company for aircraft leasing.

The deal was done with funds managed by Terra Firma Capital Partners and the Canadian Pension Plan 
Investment Board. 

AWAS is one of the world’s leading aircraft leasing companies, with a fleet of 263 owned, managed 
and committed narrow and wide-body aircraft, including a pipeline of 23 new aircraft on order to be 
delivered before the end of 2018. 

AWAS currently provides customized aviation solutions to over 85 airline customers in over 45 countries, 
as per a company statement. 

It added that the combined company would have an owned, managed and committed aircraft fleet of 
394 aircraft with a total value of over US$ 14 billion. It would serve over 110 airline customers in over 55 
countries from offices in Dubai, Ireland, Singapore and the United States.
______________________________________________________________________________
ABU DHABI’S TAMOUH SECURES US$ 48 MILLION FUNDING FOR MALL

Abu Dhabi-based developer Tamouh Investments signed an AED 310 million (US$ 84.3 million) facility 
to fund the final phase of the construction of Tamouh’s Paragon Bay Mall in Marina Square, Reem Island.

The ten-year project financing would be provided by Abu Dhabi Islamic Bank (ADIB), which was the 
mandated lead arranger and sole bookrunner for the transaction.



9Week 16  April 16 - April 22, 2017

APRIL 16 - APRIL 22, 2017

WEEK 16

EQUITY MARKETS INDICATORS (APRIL 16, 2017 TILL APRIL 22, 2017)

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

CAPITAL MARKETS
_____________________________________________________________________________
EQUITY MARKETS: FURTHER PRICE DECLINES ON OIL SLUMP AND UNFAVORABLE 
FINANCIAL RESULTS 

Regional equity markets saw extended price declines this week, as reflected by a 1.7% retreat in the 
S&P Pan Arab Composite Index, mainly driven by an oil price slump and some unfavorable company-
specific factors.

The heavyweight Saudi Tadawul posted a 2.5% fall in prices week-on-week, mainly driven by an oil 
price decline and some unfavorable financial results. Samba Financial Group’s share price decreased 
by 1.0% to SR 20.74. Samba Financial Group reported a 2.3% drop in 2017 first quarter net profits to 
reach SR 1.23 billion. Al Yamamah Steel Company’s share price shed 5.8% to SR 27.64. Al Yamamah 
Steel Company recorded net profits of SR 48 million during the first quarter of 2017, falling by 13.3% 
year-on-year. Alawwal Bank’s share price went down by 4.0% to SR 10.40. Alawwal Bank posted net 
profits of SR 324 million in the first quarter of 2017, a decrease of 37% year-on-year. 

Cement stocks were on the decline as well, mainly driven by some unfavorable first quarter results 
and on news that the Saudi government is embarking on a review of unfinished projects to shelve 
some of them indefinitely as a cost-saving measure. Arabian Cement Company’s share price tumbled 
by 5.3% to SR 35.87. The firm posted a 55% year-on-year fall in its 2017 first quarter net profits to reach 
SR 100 million. Qassim Cement Company’s share price closed 1.2% lower at SR 49.26. The company 
announced a 40% year-on-year drop in its 2017 first quarter net profits to reach SR 80 million. Yamama 
Saudi Cement’s share price decreased by 0.5% to SR 17.80. The firm posted a 66% drop in its 2017 first 
quarter net profits to reach SR 51 million.

Also, petrochemicals stocks in the Saudi Tadawul traced a downward trajectory week-on-week, 
given a 7.0% fall in Brent oil prices on mounting evidence that US production and inventory growth 
are offsetting OPEC’s attempts to reduce the global crude glut. Petrochemicals giant SABIC’s share 
price shed 2.8% to SR 97.06. Yansab’s share price dropped by 2.9% to SR 58.51. Sipchem’s share price 
plunged by 5.4% to SR 18.24. Advanced Petrochemical Company’s share price declined by 2.1% to SR 
45.57.

The UAE equity markets registered a shy retreat in prices of 0.2% week-on-week. In Dubai, Commercial 
Bank of Dubai’s share price shed 4.2% to AED 4.600. Commercial Bank of Dubai reported net profits 
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of AED 160 million in the first quarter of 2017, down by 33.5% year-on-year. Arabtec’s share price 
retreated by 0.9% to AED 0.898 on profit-taking operations following a strong price rally that was 
mainly triggered by shareholders’ approval of a AED 1.5 billion rights issue. In Abu Dhabi, Etisalat’s 
share price dropped by 2.5% to AED 17.70. The stock traded ex-dividend this week. Aldar Properties’ 
share price plunged by 5.0% to AED 2.11. Eshraq Properties’ share price retreated by 0.9% to AED 
1.15. RAK Properties’ share price went down by 1.6% to AED 0.60. Investors continued to cash out on 
disappointment over the softening of property prices in the emirate in the first quarter of 2017 as 
compared to the last quarter of 2016.

Finally, the Qatar Exchange posted a 1.5% decrease in prices week-on-week on the back of an oil price 
slide and some unfavorable first quarter earnings. Industries Qatar’s share price went down by 2.6% 
to QR 108.50. Commercial Bank of Qatar’s share price plunged by 6.6% to QR 29.90. Commercial Bank 
of Qatar posted net profits of QR 91 million during the first quarter of 2017, compared to net profits 
of QR 288 million in the same period of last year. Gulf International Services’ share price shed 6.9% 
to QR 25.85. GIS reported an 81% year-on-year fall in its 2017 first quarter net profits to reach QR 15 
million. United Development Company’s share price shed 3.4% to QR 19.17. The firm announced 2017 
first quarter net profits of QR 231 million as compared to net profits of QR 259 million a year earlier.  
_____________________________________________________________________________
FIXED INCOME MARKETS: ACTIVITY MOSTLY SKEWED TO THE BUY SIDE

Activity in regional fixed income markets was mostly skewed to the buy side this week, as reflected 
by a 0.8% contraction in the Z-spread based Audi Compiled Bond Index, while MENA five-year CDS 
spreads remained unchanged week-on-week.

In the Bahraini credit space, sovereigns maturing in 2024 registered weekly price gains of 0.38 pt. In 
contrast, sovereigns maturing in 2021 were down by 0.25 pt. Sovereigns maturing in 2022 and 2044 
posted price declines of 0.13 pt each. As to plans for new issues, Al Baraka Banking Group picked 
seven banks, including Credit Agricole SA, Standard Chartered Plc, Emirates NBD PJSC, Dubai Islamic 
Bank PJSC, Noor Bank PJSC, QInvest LLC and Kuwait Finance House for a dollar-denominated Tier one 
Sukuk, As to credit ratings, Standard and Poor’s affirmed its “BB+/B” counterparty credit ratings on Al 
Baraka Banking Group B.S.C. The outlook remains “negative”. The affirmation reflects S&P’s view that 
the planned Tier 1 Sukuk issuance by the bank would improve its capitalization.

In the Abu Dhabi credit space, sovereigns were up by 0.13 pt over the week. Mubadala’21 and ’29 
posted shy price gains of 0.07 pt and 0.06 pt respectively. In contrast, Mubadala’19 was down by 0.13 
pt. Mubadala’23 and ’24 closed down by 0.12 pt each. IPIC’22 traded up by 0.25 pt. Prices of Dolphin’21 
rose by 0.31 pt. Etisalat’21 and ’24 traded up by 0.13 pt and 0.50 pt respectively. Taqa’26 and ’36 were 
up by 0.13 pt and 0.25 pt respectively, while Taqa’21 and ’23 registered price decreases of 0.12 pt and 
0.13 pt respectively. As to papers issued by financial institutions, ADCB’20 and ’23 were up by 0.31 pt 
and 0.25 pt respectively. NBAD’22 was up by 0.12 pt, while NBAD Perpetual closed down by 0.13 pt. 

As to credit ratings, Moody's affirmed ADIB's “A2/Prime-1” long- and short-term domestic and foreign 
currency issuer ratings. At the same time, Moody's upgraded the bank's standalone baseline credit 
assessment to “ba1” from “ba2”. Moody's affirmation of ADIB's issuer ratings reflects its expectation 
of a very high probability of government support in case of need. This reflects the rating agency's 
view on ADIB's strong relationship with the Abu Dhabi government, the bank's importance within 
the UAE banking system and the UAE's strong track record of supporting banks in times of stress. 
Moody's assumption of systemic support results in a five-notch uplift of the bank's issuer rating from 
its revised BCA of “ba1”. The outlook on ADIB's ratings remains “negative”, in line with the outlook of 
the sovereign rating of the Government of United Arab Emirates where the bank primarily operates.

In Dubai, DUGB’43 was up by 0.37 pt week-on-week, while sovereigns maturing in 2020, 2022 and 
2023 recorded price declines of 0.13 pt, 0.25 pt and 0.12 pt respectively. Regarding plans for new 
issues, Dubai is in talks with banks for a possible Islamic bond sale. Proceeds from the bond sale would 
be used to fund the budget deficit. DP World’23 and ’37 were up by 0.25 pt each. ICD’20 and ’24 closed 
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up by 0.13 pt and 0.12 pt respectively. Prices of Emaar’26 rose by 0.19 pt. Amongst financials, DIB’22 and 
Perpetual traded up by 0.12 pt and 0.13 pt respectively.

In the Saudi credit space, sovereigns maturing in 2021 were up by 0.18 pt, and sovereigns maturing 
in 2026 and 2046 posted weekly price gains of 0.25 pt each. Bank of Merrill Lynch said that it expects 
the Kingdom to resume selling domestic debt in the third quarter of 2017, followed by a conventional 
international bond sale of at least US$ 15 billion in the fourth quarter of the year. SECO’43 and ’44 were 
up by 0.12 pt and 0.13 pt respectively. Prices of Dar Al Arkan’18 and ’19 closed down by 0.13 pt and 0.12 
pt respectively.  

In the Egyptian credit space, sovereigns maturing in 2022 and 2047 closed up by 0.12 pt and 0.25 pt 
respectively, while sovereigns maturing in 2027 closed down by 0.25 pt week-on-week. Egypt raised 
the maximum amount of US dollar bonds it can issue in international markets from US$ 5 billion to US$ 
7 billion, as it is seeking to obtain additional external borrowing in the face of rising interest rates on 
the domestic market.
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___________________________________________________________________________
DISCLAIMER

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

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


