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MENA MARKETS: WEEK OF JANUARY 29 - FEBRUARY 04, 2017

The MENA WEEKLY MONITOR

Economy___________________________________________________________________________
p.2 IATA SAYS MIDDLE EASTERN CARRIERS POSTED FASTEST YEARLY PASSENGER 
GROWTH RATE FOR FIFTH YEAR IN A ROW IN 2016 
The IATA said that Middle Eastern carriers topped international growth charts again in 2016 in terms of 
passenger activity, and accounted for close to 10% of the global airline industry last year. 

Also in this issue
p.3 GCC countries can save US$ 165 billion in CAPEX with more private sector participation, says  
 Strategy&
p.4 SAIBOR below repo rate of 2.0% is credit positive for Saudi banks’ funding costs, says Moody’s
p.4 Qatar to grow strong in 2017 driven by high financial reserves and continued public sector   
 spending, as per Coface

Surveys___________________________________________________________________________
p.5 MENA COUNTRIES REGRESS IN RANK IN TRANSPARENCY INTERNATIONAL’S 
CORRUPTION PERCEPTION INDEX 
Transparency International released its 2016 Corruption Perceptions Index (CPI) report in which the UAE 
topped the list of 17 MENA countries and ranked 24th out of 168 countries across the world.       

Also in this issue
p.5 12 MENA countries perceived as “not free”, according to Freedom House
p.6 Remittances rose by 11.8% in Egypt in the fourth quarter of 2016, as per the Central Bank 

Corporate News___________________________________________________________________________
p.7 SAUDI'S MOBILY SIGNS US$ 2.1 BILLION REFINANCING WITH BANKS 
Etihad Etisalat (Mobily), Saudi Arabia's second largest mobile telephone operator, signed a SR 7.9 billion  
(US$ 2.1 billion) refinancing facility with a group of banks.   

Also in this issue
p.7 UAE's EGA presses ahead with US$ 1 billion Guinea bauxite mine project
p.7 Shell sells Thailand gas field stake to Kuwait's Kufpec for US$ 900 million
p.8 KSA’s Islamic Development Bank agrees US$ 790 million for new development projects
p.8 Masdar and Bee’ah to build 300,000 tons waste-to-energy plant in Sharjah
p.8 Dubai's Al Najah Education earmarks up to US$ 150 million for school buyouts

Markets In Brief___________________________________________________________________________
p.9 EQUITIES UNDER DOWNWARD PRICE PRESSURES, BOND PRICES MOSTLY UP
Regional equity markets came under downward price pressures this week, as reflected by a 1.3% decline 
in the S&P Pan Arab Composite Index, mainly driven by some unfavorable financial results. The Qatar 
Exchange led the decline (-3.6%), followed by the UAE equity markets (-3.1%). Also, the heavyweight 
Saudi Tadawul saw a 0.6% retreat in prices week-on-week. In contrast, regional fixed income markets 
saw mostly upward price movements, with both local and offshore accounts showing healthy bids amid 
relatively increased liquidity after Qatari sovereign bonds matured recently, leading to tighter spreads, 
especially in the GCC low beta space.
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ECONOMY
_____________________________________________________________________________
IATA SAYS MIDDLE EASTERN CARRIERS POSTED FASTEST YEARLY PASSENGER GROWTH 
RATE FOR FIFTH YEAR IN A ROW IN 2016 

The International Air Transport Association (IATA) lately released global airline industry data for the full-
year 2016. With regards to the passenger market, Middle Eastern carriers topped international growth 
charts again in 2016, and accounted for close to 10% of the global airline industry last year. Annual 
growth in total market revenue-passenger-kilometers reached 11.2%, coming ahead of Asia Pacific (9.2%) 
and Africa (6.5%). 

Middle Eastern airlines posted the fastest full-year RPK growth for the fifth year in a row, broadly in line 
with the five-year average pace. The seasonally-adjusted upward trend is more robust than it looked a 
few months ago, although the bigger picture is that demand growth in the region has continued to lag 
behind that of capacity, as per the IATA. Conditions improved somewhat in the final months of the year, 
but passenger load factors on the key routes to and from the Middle East (between Asia and Europe) fell 
by around 2.5% during 2016 when compared to the previous year. 

Global airline passenger growth reached 6.3% last year. The upward trend in seasonally-adjusted 
passenger traffic moderated during the first half of 2016, owing to a combination of headwinds from 
high-profile terrorist attacks, political instability and subdued economic activity. However, the second 
half of 2016 saw an acceleration in the seasonally-adjusted passenger trend, with RPKs growing at an 
annualized pace of nearly 9% between June and December. This pick-up reflected a combination of 
passengers adjusting to the uncertain environment as well as a moderate upturn in the global economic 
cycle.  

With regards to the air freight market, Middle Eastern growth has stepped down a gear, as per the IATA. 
The region’s airlines, which accounted for 14% of the global market, saw international traffic rise by 11% 
year-on-year in December, and posted the second-fastest growth in 2016 as a whole (6.9%). European 
airlines came in first with a 7.6% annual growth in freight-ton-kilometers last year, and African airlines 
ranked third with a 3.1% yearly growth in 2016, as per IATA figures.

Following a weak patch during the third quarter, the upward trend in seasonally-adjusted traffic has 
picked up in recent months. But the bigger picture is that growth stepped down a gear last year, 
particularly on the trade routes to and from the Middle East between Asia and Europe. Indeed, the 6.9% 

TOTAL MARKET PERFORMANCE OF GLOBAL CARRIERS

Sources: IATA, Bank Audi's Group Research Department
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growth seen last year was the region’s slowest pace since 2009, and was well below the 12% average 
growth rate seen over the past decade.

The IATA said that the solid expansion in global air freight last year mainly reflects a strengthening in the 
upward trend for seasonally-adjusted freight traffic during the second half of 2016. This coincided with 
a steady and ongoing rise in the new export orders component of the global PMI over the same period, 
pointing to healthy order books for global manufacturing exporters. The new export orders component 
reached a fresh 26-month high in December.  
_____________________________________________________________________________
GCC COUNTRIES CAN SAVE US$ 165 BILLION IN CAPEX WITH MORE PRIVATE SECTOR 
PARTICIPATION, SAYS STRATEGY&

If GCC countries increase the involvement of the private sector in their economies, they can avoid US$ 
165 billion in capital expenditure by 2021, according to a recent study by Strategy&.

The Gulf States could also generate US$ 114 billion in revenues from sales of utility and airport assets, and 
up to US$ 287 billion from sales of shares in publicly listed companies. The GCC States could also narrow 
the innovation gap with other countries, enhance the delivery of and access to government services and 
improve their infrastructure, as per the report. 

With more private sector participation (PSP), these countries can achieve operational efficiencies of 10% 
to 20%, reducing government budget deficits, according to Strategy&.

Greater PSP could also help them close their innovation gap with other countries. Between 2013 and 
2015, 70% of global innovations stemmed from the private sector, against 13% from the non-profit 
sector and only 8% from the public sector, according to the report.

Recently, GCC countries have been facing some long-term challenges to the sustainability of their 
economies, which include a high dependence on oil for government revenues (73% of revenues and 
82% of exports are linked to oil), a lack of workforce diversity and skills creating unbalanced labour 
markets (78% of women in Saudi Arabia do not participate in the workforce, and 54% of the workforce 
is made up of expatriates) and a growing need for public services such as healthcare, infrastructure and 
education, as per Strategy&.

Increasing PSP through the establishment of public–private partnerships (PPPs) and the privatization 
of government assets is an ideal response to these challenges, as per Strategy&. Most GCC countries, 
including Kuwait, Dubai, Oman, and Bahrain, recognize the importance of PSP and incorporated it in 
their national plans. However, there is a lack of a dedicated PSP policy and legal framework, as well as an 
effective institutional set up.

To realise these benefits, GCC governments would need to adopt a rigorous and comprehensive 
approach towards PSP and a clearly-articulated, long-term implementation plan that encompasses all 
economic sectors, as per the same source. 

Strategy& suggests three foundational elements to ensure PSP success, and these consist of:  developing 
a governing PSP policy, supporting it with a legal framework, and developing an institutional setup 
dedicated to driving PSP on the national level.

A PSP policy articulates the government’s goals with regards to private sector participation, aligns 
PSP with the country’s broader national policy, and allows for a more streamlined process. The legal 
framework, which encompasses the new laws or modifications to existing laws to facilitate PSP activities, 
would increase transparency and would outline the roles of all involved parties. Having an institutional 
framework with good governance would facilitate the implementation of PSP. In many cases, this 
requires setting up new units such as PPP units or privatization units that fill existing gaps within the 
government. These units’ roles range from promoting PPPs to investors and guiding PPP policies and 
plans to providing technical support to projects.
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_____________________________________________________________________________
SAIBOR BELOW REPO RATE OF 2.0% IS CREDIT POSITIVE FOR SAUDI BANKS’ FUNDING 
COSTS, SAYS MOODY’S

The three-month Saudi Interbank Offered Rate (SAIBOR) fell below the Central Bank repo rate of 2.0%, 
its lowest level since April 2016. This is credit “positive” for Saudi banks’ funding costs and confirms that 
liquidity conditions in Saudi Arabia eased since the third quarter of 2016 after significant tightening last 
year because of falling oil prices, according to Moody's. The rating agency expects liquidity pressures 
to moderate in 2017 compared with 2016, primarily as a result of subdued credit growth, which would, 
however, reduce banks’ profits.

In October 2016, the SAIBOR reached its highest level since January 2009 at 2.4%, reflecting tougher 
funding conditions for banks because of Saudi government spending cuts and payment delays, which 
in turn put pressure on corporate cash flows and profits. This translated into a 2% year-on-year decline 
in customer deposits as of September 2016, which, combined with sustained credit growth of a 7% year-
on-year increase as of September 2016, pushed up banks’ net loan/deposit ratio to 86% as of September 
2016 from 77% at year-end 2014.

However, this trend has reversed since the third quarter of 2016 with large liquidity injections into banks 
following a US$ 17.5 billion international sovereign bond issuance in October 2016 and the payment of 
US$ 28 billion of overdue bills to Saudi contractors settled in the fourth quarter of 2016, which led to 
significant loan repayments to banks.

According to the Saudi Arabian Monetary Agency (SAMA), banks’ liquidity conditions improved in the 
last months of 2016. In the last quarter of 2016, the M3 indicator for money supply increased by 2% 
quarter-on-quarter, after relatively flat to negative growth since the second quarter of 2015. Likewise, 
total customer deposits grew by around 2% quarter-on-quarter, fueled by a 4% rise in deposits from the 
private sector and reversing a declining trend since the start of 2016. At the same time, loan volumes 
contracted by 3% in the second half of 2016 after the government resumed settling its bills, which allowed 
contractors to repay banks loans (see exhibit). The loan repayments to banks were partly reflected in 
SAMA’s balance sheet as a reduction in government deposits allocated for public projects (down 34% in 
the fourth quarter of 2016).
_____________________________________________________________________________
QATAR TO GROW STRONG IN 2017 DRIVEN BY HIGH FINANCIAL RESERVES AND 
CONTINUED PUBLIC SECTOR SPENDING, AS PER COFACE

Driven by its huge financial reserves and continued public sector spending ahead of the FIFA 2022 World 
Cup, the Qatari economy is projected to grow stronger in 2017 compared to its regional peers, as per 
Coface. Qatar’s economic growth is forecast to grow at a rate of 3.3% in 2017, up from 2.6% in 2016, 
followed by Kuwait (2.6%), UAE (2.5%) and Saudi Arabia (1.8%).

According to the global and regional economic outlook and sector analysis of Coface, Qatar’s huge 
financial reserves and still-strong revenues from its gas sector would ensure continued public sector 
spending ahead of the 2022 World Cup. 

The Coface analysis shows that GCC economies recorded a sharp slowdown in 2016 amidst public sector 
spending cuts, tightening liquidity, and investor uncertainty. All GCC countries except Kuwait had seen 
economic contraction in 2016. UAE growth would pick up in 2017 to reach 2.5% up from 2.3% in 2016, as 
it is more diversified from oil than its neighboring GCC countries, as per Coface. Saudi Arabia’s economic 
growth is expected to accelerate to 1.8 % in 2017 from 1.3% in 2016. The Bahraini economy would shrink 
further going down to 1.7% in 2017 from 2.0% in 2016. Growth in Oman would also dip slightly again to 
1.7% in 2017 from 1.8% in 2016. On the other hand, Kuwait’s economy more than doubled from 2015 to 
2016, growing from 1.1% to 2.4% and is expected to reach 2.6% in 2017. 
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SURVEYS
_____________________________________________________________________________
MENA COUNTRIES REGRESS IN RANK IN TRANSPARENCY INTERNATIONAL’S CORRUPTION 
PERCEPTION INDEX

Transparency International released its 2016 Corruption Perceptions Index (CPI) report in which the UAE 
topped the list of 17 MENA countries and ranked 24th out of 168 countries across the world.

The Corruption Perceptions Index ranks countries according to their perceived levels of public sector 
corruption and assigns scores ranging from a perfect 100 points for highly clean countries to zero for 
the most corrupt ones. The Corruption Perceptions Index is based on expert opinions of public sector 
corruption. Countries’ scores can be helped by open government where the public can hold leaders to 
account, while a poor score is a sign of prevalent bribery, lack of punishment for corruption and public 
institutions that don’t respond to citizens’ needs.

While the average score for MENA countries was 35, only two countries managed to score above the 
accepted level of 50. This compares to a global average of 43 with more countries regressing than 
improving in this year’s results. 

The two top countries, the UAE and Qatar, ranked 24th and 31st, while Jordan, Saudi Arabia and Oman 
came in next, ranking 57th, 62nd and 64th, respectively. At the bottom of the list came Sudan, Libya, 
Yemen and Syria with respective ranks of 170th for the first three and 173rd for Syria. 

Most of the MENA countries regressed in rank year-on-year. Morocco and Iraq were the only two MENA 
countries to improve this year, as per the report.  

CORRUPTION PERCEPTIONS 2016 MENA COUNTRIES RANKS AND SCORES

Sources: Transparency International, Bank Audi's Group Research Department 

_____________________________________________________________________________
12 MENA COUNTRIES PERCEIVED AS “NOT FREE”, ACCORDING TO FREEDOM HOUSE

Freedom House issued its yearly report entitled “Freedom in the World 2017” in which only one out of 17 
surveyed MENA countries was perceived as “free”, four others as “partly free”, whereas the other 12 were 
perceived as being “not free”.
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The Freedom in the World survey provides an annual evaluation of the progress and decline of freedom 
in 195 countries and 15 territories. Each country and territory is assigned two numerical ratings, from 1 to 
7, for political rights and civil liberties, with 1 representing the freest and 7 the least free. The two ratings 
are based on scores assigned to 25 more detailed indicators. The average of a country or territory’s 
political rights and civil liberties ratings determines the overall status: Free (1.0 to 2.5), Partly Free (3.0 
to 5.0), or Not Free (5.5 to 7.0). Globally, of the 195 countries assessed, 87 (45%) were rated Free, 59 (30%) 
Partly Free, and 49 (25%) Not Free, according to Freedom House. 

Tunisia was considered the only “free” country in the region earning a score of 1 in terms of political 
rights and 3 in terms of civil liberties. The top performing country within the “partly free” category was 
Lebanon, earning a score of 5 in terms of political rights and 4 in terms of civil liberties. Syria remained 
the world’s least free country, with most of those residing behind the front lines living under military rule, 
as per the report.

According to the report, the Middle East & North Africa region has long been one of the world’s two 
worst performing regions.

FREEDOM IN THE WORLD 2017 MENA COUNTRIES RANKS AND SCORES 

Sources: Freedom House, Bank Audi's Group Research Department

______________________________________________________________________________
REMITTANCES ROSE BY 11.8% IN EGYPT IN THE FOURTH QUARTER OF 2016, AS PER THE 
CENTRAL BANK

Remittances from expatriate Egyptians rose by 11.8% in the fourth quarter of 2016, according to the 
Central Bank of Egypt (CBE) with most of the increase coming after it floated the pound in a bid to unlock 
foreign currency inflows.

According to the report, remittances rose by 15.4% to US$ 1.6 billion in December 2016 from US$ 1.4 
billion in December 2015. Total remittances amounted to US$ 4.6 billion in the fourth quarter of 2016, 
up from US$ 4.1 billion in the same period of 2015. Around 72%, or US$ 3.3 billion, of fourth-quarter 
remittances were sent after the float, as per the report.

According to the report, the uptick in remittances suggests that the flotation, and subsequent steep 
depreciation in the pound, has succeeded in encouraging Egyptians to send more money home through 
the formal economy. 
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CORPORATE NEWS
_____________________________________________________________________________
SAUDI'S MOBILY SIGNS US$ 2.1 BILLION REFINANCING WITH BANKS

Etihad Etisalat (Mobily), Saudi Arabia's second largest mobile telephone operator, signed a SR 7.9 billion  
(US$ 2.1 billion) refinancing facility with a group of banks.

The Murabaha facility would refinance a significant part of Mobily's current debt, as per a company 
statement, adding that the new facility was unsecured and has a seven-year maturity, with a two-year 
grace period and five years repayment period.

A Murabaha is a cost-plus-profit arrangement which complies with Islamic finance standards.

The group of banks included National Commercial Bank, Banque Saudi Fransi, Samba Financial Group, 
Saudi British Bank, Riyad Bank and Al Rajhi Bank, as per the same source.
_____________________________________________________________________________
UAE'S EGA PRESSES AHEAD WITH US$ 1 BILLION GUINEA BAUXITE MINE PROJECT

Emirates Global Aluminium (EGA) announced an early milestone in the development of its US$ 1 billion 
bauxite mining and export facilities in the Republic of Guinea.

The company said that Jan de Nul, a Belgian marine contractor that also worked on the construction 
of the Palm Jumeirah in Dubai, completed a project for site infill and elevation of 50 hectares of land at 
Kamsar on the Guinean coast for a rail loop and bulk materials handling facilities.

EGA announced that the project is the largest greenfield investment in Guinea in four decades and that 
it would contribute 10% to Guinea’s GDP.

EGA’s bauxite mine is in the Boké region of north-west Guinea, where it holds a concession on more than 
1 billion tons of bauxite. Commercial production is expected to begin in 2018 and grow to 12 Mtpa. A 
railway extension is under development to connect the mine with Kamsar port.

Bauxite is a mineral which is refined into alumina, the feedstock for aluminum smelters.

In a second phase of the Guinea project, EGA said it will build an alumina refinery in the country.

Last October, EGA inaugurated a container terminal facility at Kamsar Port in Guinea. This facility is being 
used for the export of bulk bauxite samples and the import of equipment for EGA’s construction project.

Upon the completion of construction, EGA’s project would be handed to the state for third-party use. 
_____________________________________________________________________________
SHELL SELLS THAILAND GAS FIELD STAKE TO KUWAIT'S KUFPEC FOR US$ 900 MILLION

Royal Dutch Shell would sell its stake in Thailand's Bongkot gas field to Kuwait Foreign Petroleum 
Exploration Company for US$ 900 million.

The move is the latest stage of the Anglo-Dutch company's push to reduce debt after buying smaller 
rival BG Group for US$ 70 billion, bringing its total divestments since April 2015 to US$ 8.7 billion.

The transaction will include Shell's 22.2% equity stake in the Bongkot field and adjoining acreage off 
the coast of Thailand consisting of Blocks 15, 16 and 17 and Block G12/48, as per a company statement. 

The acquisition would provide Kufpec with 68 million barrels of oil equivalent in proved and probable 
reserves and approximately 39,000 barrels of oil equivalent per day of production.
Kufpec expects the acquisition to be completed in February while Shell gave a timeline of the first 
quarter of 2017.
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PTT Exploration and Production PCL operates the offshore Bongkot field with a 44.5% equity while Total 
has a 33.3% stake. Shell is also nearing the sale of a large part of its North Sea oil and gas assets to private 
equity-backed Chrysaor for US$ 3 billion.
_____________________________________________________________________________
KSA’S ISLAMIC DEVELOPMENT BANK AGREES US$ 790 MILLION FOR NEW DEVELOPMENT 
PROJECTS

The Islamic Development Bank (IDB) approved US$ 790 million for new development projects in member 
countries as well as education and professional training for Muslim communities in non-member 
countries.

An amount of US$ 488 million was approved for two development projects in Indonesia: US$ 250 million 
will be provided for development of Trans South-South Java road, and US$ 238 million for development 
and improvement of six Islamic higher education institutions. To promote food security in Africa’s Sahel 
region, the Board agreed to allocate US$ 96 million for Sahel Sustainable Pastoralism Development 
Program in Burkina Faso, Senegal and Mali.

Other approvals of the Board included: US$ 155.5 million for the Prepayment Metering System Project in 
Bangladesh, US$ 40 million for Support of Elimination of Mother-to-Child Transmission HIV/AIDS Project 
in Cameroon, US$ 10 million for Higher Education in Science and Engineering Project in Togo, as well as 
US$ 600,000 as special assistance operations under the IsDB Waqf Fund to contribute to educational and 
vocational projects in Belgium, Brazil and the US.
______________________________________________________________________________
MASDAR AND BEE’AH TO BUILD 300,000 TONS WASTE-TO-ENERGY PLANT IN SHARJAH

Masdar, an Abu Dhabi renewable energy company, is to develop a cutting-edge waste-to-energy 
plant in Sharjah in partnership with Bee’ah, a Middle East’s leading and award-winning environmental 
management company.

Diverting as much as 300,000 tons of solid waste from landfill each year, the project will help Sharjah 
reach its “zero waste-to-landfill” target by 2020 – and the UAE deliver on its 2021 goal of diverting 75% 
of solid waste from landfills.

Masdar and Bee’ah signed a Memorandum of Understanding to collaborate on the development of 
new energy projects. The facility will incinerate up to 37.5 tons of solid waste per hour to generate 30 
megawatts (MW) of energy. This will add more power to what is produced by Bee'ah's auxiliary waste-to-
energy project, which will eventually produce a total of 90 MW supplied to the Sharjah electricity grid.

Established in 2007, Bee’ah collects approximately 2.3 million tons of waste from nearly one million 
households in Sharjah each year, diverting around 70% of its collected waste to its recycling waste 
management facilities from landfill. 
______________________________________________________________________________
DUBAI'S AL NAJAH EDUCATION EARMARKS UP TO US$ 150 MILLION FOR SCHOOL 
BUYOUTS

Dubai-based Al Najah Education plans to complete acquisition of two schools in the Gulf Cooperation 
Council (GCC) region in the next eight months after allocating between US$ 100 million and US$ 150 
million for its two-year expansion plan.

Dubai will require 74,500 additional seats in 50 new private schools, while Abu Dhabi will need 62,000 
more seats in 52 new private schools by 2020. At present, the company owns four schools – three in 
Dubai, UAE, and one in Muscat, Oman. It owns nurseries in the GCC - one each in Oman and four in the 
UAE and 20 childcare and three enrichment centers in Singapore.

The company’s expansion plan is not based on number of school/nursery acquires, but is on doubling 
the student capacity from present 14,000 to 28,000 in the next two years.
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EQUITY MARKETS INDICATORS (JANUARY 29, 2017 TILL FEBRUARY 04, 2017)

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

CAPITAL MARKETS
_____________________________________________________________________________
EQUITY MARKETS: PRICE FALLS IN REGIONAL EQUITIES, DRIVEN BY UNFAVORABLE 
FINANCIAL RESULTS

Regional equity markets came under downward price pressures this week, reversing the upward 
trajectory that was observed over the past couple of weeks, as reflected by a 1.3% decline in the S&P 
Pan Arab Composite Index, mainly driven by some unfavorable financial results. The Qatar Exchange 
led the decline (-3.6%), followed by the UAE equity markets (-3.1%). Also, the heavyweight Saudi 
Tadawul saw a 0.6% retreat in prices week-on-week. 

The Qatar Exchange registered a 3.6% fall in prices week-on-week, driven by some unfavorable 
company-specific factors. Qatar Electricity and Water Company’s share price plummeted by 6.6% to 
QR 222.0. QEWC reported a 13.8% year-on-year fall in its 2016 fourth quarter net profits to reach QR 
310 million. Vodafone Qatar’s share price retreated by 0.7% to QR 9.45. Vodafone Qatar made a net 
loss of QR 32 million during the fourth quarter of 2016, as compared to a net loss of QR 72 million in 
the same period of the previous year. Industries Qatar’s share price plunged by 3.6% to QR 115.50. 
The firm announced 2016 net profits of QR 3 billion, down by 34% relative to the previous year. Dlala 
Brokerage and Investment Holding’s share price dropped by 3.6% to QR 21.30. The firm’s Board of 
Directors recommended no dividend distribution for the year 2016. The firm announced net profits 
of QR 3.8 million for the year 2016 as compared to a net loss of QR 42.0 million in the previous year.

The UAE equity markets registered a 3.1% drop in prices week-on-week, driven by some unfavorable 
financial results. In Abu Dhabi, ADCB’s share price fell by 2.2% to AED 6.91. ADCB posted a 16% year-
on-year drop in its 2016 fourth quarter net profits to reach AED 1.0 billion. First Gulf Bank’s share price 
tumbled by 11% to AED 12.6. FGB announced an 11% year-on-year fall in its 2016 fourth quarter net 
profits to reach AED 1.52 billion. National Bank of Ras Al Khaimah’s share price shed 2.0% to AED 4.85. 
National Bank of Ras Al Khaimah posted net profits of AED 663 million in 2016, down by 53% relative to 
the previous year. Waha Capital’s share price went down by 6.7% to AED 2.23. Waha Capital recorded 
net profits of AED 407 million in 2016, down by 30.7% relative to the previous year. 

In Dubai, Dubai Islamic Bank’s share price fell by 4.5% over the week to AED 5.90. The bank’s Board 
of Directors recommended the distribution of dividends for the year 2016 at a rate of AED 0.45 per 
share, with no change relative to the year 2015, despite announcing an 8% year-on-year rise in its 
2016 net profits to reach AED 4.1 billion. Mashreqbank’s share price fell by 5.7% to reach AED 84.90.  
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Mashreqbank announced 2016 net profits of AED 1.9 billion as compared to net profits of AED 2.4 
billion in 2015. Arabtec Holding’s share price went down by 1.5% to AED 1.350.

Finally, the heavyweight Saudi Tadawul posted a 0.6% retreat in prices week-on-week, mainly driven 
by some unfavorable financial results. Savola Group’s share price declined by 1.3% to SR 37.72. Savola 
posted a net loss of SR 964 million during the fourth quarter of 2016 as compared to net profits of SR 
515 million during the same period of the previous year. Samba’s share price decreased by 1.4% to SR 
22.45. Samba announced a 12% year-on-year drop in its 2016 fourth quarter net profits to reach SR 1.1 
billion. Banque Saudi Fransi’s share price shed 1.7% to SR 24.87. BSFR announced a 13% year-on-year 
fall in its 2016 net profits to reach SR 3.5 billion. SABB’s share price tumbled by 4.0% to SR 21.98. SABB 
announced a 35% year-on-year fall in its 2016 fourth quarter net profits to reach SR 607 million. Bahri’s 
share price declined by 1.0% to SR 38.09. Bahri announced 2016 fourth quarter net profits of SR 328 
million as compared to net profits of SR 566 million in the corresponding period of 2015. 
_____________________________________________________________________________
FIXED INCOME MARKETS: REGIONAL BOND PRICES MOSTLY UP AMID INCREASED 
LIQUIDITY  

Regional fixed income markets saw mostly upward price movements this week, with both local and 
offshore accounts showing healthy bids amid relatively increased liquidity after a US$ 2 billion Qatari 
sovereign bond matured recently, leading to tighter spreads, especially in the GCC low beta space.

In the Qatari credit space, sovereigns maturing between 2020 and 2026 posted weekly price gains of 
up to 0.38 pt. Sovereigns maturing in 2040, 2042 and 2046 registered price rises of up to 0.50 pt. As 
to credit ratings, CI Ratings affirmed Qatar’s long-term foreign currency and local currency ratings of 
“AA-” and its short-term foreign and local currency ratings of “A1+”. At the same time, the outlook for 
Qatar’s ratings was revised to “stable” from “negative”. The revision of the outlook to “stable” from 
“negative” reflects the resilience of the Qatari economy to low hydrocarbon prices, as evidenced by 
the continuation of positive economic growth and maintenance of comfortable fiscal and external 
buffers. 

In the Sharjah credit space however, Sharjah’21 was down by 0.13 pt week-on-week. Bank of Sharjah’20 
closed down by 0.44 pt. S&P Global Ratings lowered its long-term and short-term foreign and local 
currency sovereign credit ratings on the Emirate of Sharjah to “BBB+/A-2” from “A/A-1”, with “stable” 
outlook. The downgrade reflects an accumulation of government debt above S&P’s expectations for 
2016 and its revised assumption of elevated fiscal expenditure over 2017-2020, leading to a slower 
fiscal consolidation path.

In the Abu Dhabi credit space, activity was mostly skewed to the buy side. Sovereigns maturing in 
2019, 2021 and 2026 posted weekly price gains of up to 0.50 pt. S&P Global Ratings affirmed its “AA” 
long-term and “A-1+” short-term foreign and local currency sovereign credit ratings on the Emirate 
of Abu Dhabi, with “stable” outlook. The ratings are supported by Abu Dhabi’s strong fiscal and 
external positions. The exceptional strength of the government’s net asset position provides a buffer 
to counteract the negative impact of lower oil prices on economic growth, government revenues, and 
the external account. 

In the Dubai credit space, sovereigns maturing between 2021 and 2043 registered weekly price 
increases of 0.25 pt to 0.75 pt. DP World’20, ’23 and ’37 closed up by 0.13 pt, 0.81 pt and 1.00 pt 
respectively. Prices of Emaar’24 and ’26 increased by 0.25 pt and 0.13 pt respectively. Majid Al 
Futtaim’24 and ’25 were up by 0.25 pt and 0.88 pt respectively. Majid Al Futtaim Perpetual traded 
up by 0.25 pt. As to papers issued by financial institutions, Commercial Bank of Dubai’20 was up by 
0.13 pt. Emirates Islamic Bank’21 traded up by 0.25 pt. Prices of ENBD’23 increased by 0.13 pt, while 
ENBD Perpetual (offering a coupon of 5.75%) and ENBD Perpetual (offering a coupon of 6.375%) 
closed down by 1.00 pt and 0.88 pt respectively. Prices of DIB’17 retreated by 0.25 pt. DIB mandated 
lenders including HSBC, Standard Chartered, NBAD, Sharjah Islamic Bank, ENBD, Bank ABC and its own 
bankers to manage the sale of Islamic bonds.
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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

As to other plans for new bond issues in the MENA region, the Central Bank of Tunisia, acting on behalf 
of the Republic of Tunisia, has mandated Natixis as global coordinator, Commerzbank and JP Morgan 
as joint lead managers for fixed income meetings in Europe that commenced on February 6, 2017. 
A Euro-denominated senior unsecured Reg S benchmark transaction with an intermediate maturity 
might follow. 

Regarding credit ratings, Fitch downgraded Tunisia’s long-term foreign and local currency Issuer Default 
Ratings to “B+” from “BB-”. The outlook is “stable”. The issue ratings on Tunisia’s senior unsecured bonds 
was also downgraded to “B+” from “BB-”. The downgrade reflects the collapse of tourism in the context 
of elevated security risks, slowdown in investment amid frequent government changes and episodes 
of strikes and social unrest that have weakened economic growth performance and prospects, with 
negative spillovers to external and public finances.
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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.


