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MENA MARKETS: WEEK OF JANUARY 08 - JANUARY 14, 2017

The MENA WEEKLY MONITOR

Economy___________________________________________________________________________
p.2 WORLD BANK FORECASTS MODEST GROWTH RECOVERY IN MENA TO 3.1% IN 
2017 AND 3.3% IN 2018-2019
Growth in the MENA region is set to accelerate through 2018 following the bottoming out of oil prices in 
2016, according to the World Bank’s recently issued Global Economic Prospects report. 

Also in this issue
p.3 Moody’s outlook for GCC sovereign creditworthiness “negative” overall in 2017 
p.4 IMF cuts growth outlook for Saudi Arabia on lower oil production 
p.4 Qatar’s gross domestic product is expected to recover in 2017/2018, as per QNB

Surveys___________________________________________________________________________
p.5 INCREASED COSTS AND UNCERTAINTIES NEGATIVELY IMPACTED MOST 
SECTORS OF THE CAIRO REAL ESTATE MARKET DURING 2016, AS PER JLL 
Increased costs and uncertainties resulting from the devaluation of the EGP have negatively impacted 
most sectors of the Cairo real estate market during 2016, according to Jones Lang Lasalle (JLL).       

Also in this issue
p.5 Jordan’s inflation to return to positive territory and rise to an annual average of 2.5% in 2017- 
 2021, as per the EIU  
p.6 Oman to trim spending on health, education and defense in 2017, as per EY 

Corporate News___________________________________________________________________________
p.7 SAUDI'S FLYNAS CONFIRMS US$ 8.6 BILLION ORDER FOR 80 AIRBUS PLANES 
Saudi Arabian budget carrier flynas is buying 80 Airbus A320neo narrow body jets in a deal worth US$ 8.6 
billion that includes upgrading an earlier order, as per a company statement.  

Also in this issue
p.7 Netherland’s Boskalis wins US$ 533 million Oman port contract
p.7 UAE's Amanat buys stake in Saudi hospital firm for US$ 97 million 
p.7 Abu Dhabi's Masdar City to get new US$ 81 million shopping mall
p.8 GE unit wins new Alba power plant deal
p.8 Saudi's ACWA Power to develop new solar plant in Jordan
p.8 Dubai's DP World inks deal to develop Kazakh economic zone

Markets In Brief___________________________________________________________________________
p.9 PRICE DECLINES IN REGIONAL EQUITIES, BOND PRICES MOSTLY UP
Regional equity markets saw price declines this week, as reflected by a 1.3% retreat in the S&P Pan 
Arab Composite Index, amid an oil price retreat and some profit-taking operations. The heavyweight 
Saudi Tadawul led the fall, followed by the Egyptian Exchange, while the UAE equity markets and the 
Qatar Exchange posted price gains. In contrast, regional fixed income markets saw mostly upward price 
movements, tracking rises in US Treasuries after US President-elect's long-awaited news briefing provided 
little clarity on future fiscal policies, spurring safe-haven demand for bonds. This was reflected by a 1.6% 
contraction in the Z-spread based Audi-compiled MENA bond index.
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ECONOMY
_____________________________________________________________________________
WORLD BANK FORECASTS MODEST GROWTH RECOVERY IN MENA TO 3.1% IN 2017 AND 
3.3% IN 2018-2019

Growth in the MENA region is set to accelerate through 2018 following the bottoming out of oil prices in 
2016, according to the World Bank’s recently issued Global Economic Prospects report. For oil-exporting 
economies, despite robust growth in Iran, the recovery will be slightly slower than expected in mid-2016, 
reflecting fiscal consolidation plans (GCC countries and Iraq) and oil production capacity constraints 
(Iraq). Growth is projected by the World Bank to be somewhat more robust in oil importers than expected 
in mid-2016, driven by a broad-based strengthening of activity in these countries. 

Key risks to the outlook are a weaker-than-expected rise in oil prices and conflict-related spillovers. 
Challenges include staying the course with policy adjustment (particularly fiscal policy) to support 
medium-term macroeconomic stability, diversifying away from oil, developing more dynamic private 
sectors and harnessing potential demographic benefits.

The MENA region grew by an estimated 2.7% in 2016, down from 3.2% in 2015. Growth was higher in 
oil-importing economies than in oil exporters, yet it slowed in both groups. Regional growth was 1.5% 
below its 1991-2008 average, as per the report. 

Growth in MENA is forecast by the World Bank to recover modestly, to 3.1% in 2017 and to 3.3% in 2018 
and 2019, with the pick-up in activity strongest among oil-importing countries. Growth in oil exporters 
is projected to rise at a slower pace, supported by an envisaged upturn in oil prices from an average of 
US$ 43 per barrel in 2016 to US$ 55 in 2017, US$ 60 in 2018, and US$ 63 in 2019 and unchanged conflict 
conditions, as per the same source. Continued rebalancing in the global oil market, as consumption rises 
and non-OPEC supply declines, will support the envisaged rise in prices.

Among oil exporters, the pace of recovery will be slower than expected in June 2016, largely because of 
developments in Saudi Arabia and Iraq. While growth in GCC countries will rise (particularly in Qatar in 
2017, with new gas production expected to come on-stream), the pace will remain well below its long-
term average. Growth in non-GCC oil-exporting countries is expected to be slightly above long-term 
average rates through 2019, supported mainly by the robust Iranian outlook. Oil-importing countries 
are expected to experience a broad-based growth acceleration during the forecast period, with growth 
returning to just under its long-term average by 2019, according to the report. 

GLOBAL REAL GROWTH FORECASTS

Source: World Bank
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Even with oil prices on the rise, and a degree of spending consolidation during the past two years, fiscal 
adjustment will be needed through the medium term in most oil-exporting economies, as per the World 
Bank. While the increase in oil prices and the implementation of major tax reforms, and privatization will 
improve revenue generation, continued restraint in spending will be needed. In highly oil-dependent 
economies such as those in the Middle East, the resulting improvement in fiscal balances would help 
correct current account imbalances, much more effectively than exchange rate adjustment. However, 
except for Djibouti, Kuwait and the United Arab Emirates, the expected budget adjustments will not be 
enough to bring fiscal balances out of deficit, at least through 2019, as per the World Bank report.
_____________________________________________________________________________
MOODY’S OUTLOOK FOR GCC SOVEREIGN CREDITWORTHINESS “NEGATIVE” OVERALL IN 
2017

Moody’s outlook for sovereign creditworthiness among the countries of the Gulf Cooperation Council 
(GCC) is “negative” overall in 2017, reflecting expectation for the fundamental credit conditions that 
would drive sovereign credit over the next 12-18 months.
 
Although stabilizing oil prices and policy responses to date may assist in containing a further erosion in 
sovereign creditworthiness, GCC countries would continue to face headwinds from subdued economic 
growth, increasing fiscal and structural reform fatigue, and persistent oil price volatility. Moody’s expects 
that all GCC governments would record fiscal deficits in 2017, which means public debt levels would 
continue to rise, albeit at a slower pace than in 2016.
 
The credit pressures exerted by the oil price shock in 2016 prompted the rating agency to downgrade 
three of the eight rated GCC sovereigns by an average of two notches. Five of the Moody's-rated GCC 
sovereigns carry a “negative” outlook, reflecting Moody’s view that credit pressures would persist in 
2017.
 
Moody’s downgraded Oman (“Baa1 stable”) by a total of three notches during 2016, reflecting the 
highly negative impact of the structural shift to lower oil prices on the country's government finances, 
balance-of-payments position, and economic performance. The rating agency downgraded Bahrain 
(“Ba2 negative”) by two notches based on expectations of a further significant deterioration in the 
government's debt burden and debt affordability over the coming two to three years. Moody’s assigned 
a “negative” outlook to reflect heightened government liquidity and external liquidity risks.
 
Moody’s also downgraded Saudi Arabia (“A1 stable”) by one notch reflecting its view that a combination 
of lower growth, higher debt levels and smaller domestic and external buffers leave the Kingdom less 
well positioned to weather future shocks.
 
The rating agency confirmed the ratings of the United Arab Emirates (“UAE; Aa2 negative”), Abu Dhabi 
(“Aa2 negative”), Kuwait (“Aa2 negative”) and Qatar (“Aa2 negative”), but changed the outlooks on 
their respective ratings to “negative” from “stable”. The rating confirmation reflected Moody’s view of 
economic and fiscal resilience in a period of lower oil prices based on sizable reserve buffers, while the 
“negative” rating outlooks signal a risk of deterioration and/or institutional challenges to effectively 
implement government response measures.
 
Despite oil prices stabilizing at higher levels, Moody’s expects that economic, fiscal and external 
challenges would persist over the coming 12 to 18 months. The rating agency expects that real GDP 
and energy-related government revenue would remain weak by historical standards. Combined with 
increasing social pressures, this is likely to keep fiscal deficits elevated in some countries and lead 
to further rises in government debt, albeit at a slower pace than in 2016. Key to the sovereign credit 
trajectory in the coming two years would be the scope and effectiveness of policy responses. External 
liquidity pressures might also resurface in 2017 in some countries, but Moody’s expects exchange rate 
arrangements to stay intact.
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_____________________________________________________________________________
IMF CUTS GROWTH OUTLOOK FOR SAUDI ARABIA ON LOWER OIL PRODUCTION

The International Monetary Fund (IMF) cut its growth outlook for Saudi Arabia on lower oil production, 
underscoring the challenges facing the Kingdom as it seeks to overhaul its economy.

Gross domestic product is expected to expand by 0.4% in 2017, as per the IMF, citing the impact of the 
recent deal by the Organization of the Petroleum Exporting Countries to reduce output. It compares with 
the fund’s October prediction of 2%.

Moreover, the IMF forecasts Saudi Arabia’s growth to rebound to 2.3% in 2018, still lower than its October 
projection of 2.6%.

The forecast reflects cuts in government spending as well as the impact of lower oil production. There is 
also an adjustment in taxes upwards, and as a result non-oil growth is not going to be as strong as it was 
during periods of high oil prices, according to the International Monetary Fund.

Saudi Arabia is seeking to build investor confidence in its long-term strategy to reduce dependence on 
crude and boost non-oil sectors of its economy, while trying to plug one of the Middle East’s biggest 
budget deficits, as per Bloomberg. The Kingdom is planning to borrow as much as US$ 15 billion this 
year on international debt markets to help fund its spending plans, following last year’s US$ 17.5 billion 
sovereign bond sale.
_____________________________________________________________________________
QATAR’S GROSS DOMESTIC PRODUCT IS EXPECTED TO RECOVER IN 2017/2018, AS PER 
QNB

Qatar’s gross domestic product is expected to recover in 2017/2018, with headline real GDP forecast to 
be 3.8% in 2017 and 4.1% in 2018, as per Qatar National Bank (QNB). The country’s growth is expected 
to pick up driven by the non-hydrocarbon sector as a result of a fading drag from manufacturing, rising 
government capital spending and high population growth.

According to Qatar’s Ministry of Development Planning and Statistics (MDPS), the country’s real GDP 
growth accelerated from 1.8% in Q2 2016 to 3.7% in the third quarter owing to a recovery in the 
hydrocarbon sector.

QNB expects real GDP growth to recover in 2017-2018 with the non-hydrocarbon sector continuing to be 
the main driver of growth for a number of reasons.

First, the slowdown in the non-hydrocarbon sector is partly attributable to a drag from manufacturing, 
which QNB expects to fade. Second, government investment is expected to continue to drive growth. 
The government budget announced in December slated a 3.2% increase in capital spending for 2017 and 
the Ministry of Finance signaled its intention to sign QR 46 billion (US$ 13 billion) of multi-year contracts 
in 2017, adding to a stock of QR 374 billion (US$ 103 billion) in ongoing total project budgets in Qatar.

Third, government investment continues to attract workers to Qatar who require a range of services and 
increase aggregate demand in the economy. The latest population data from December 2016 shows 
year-on-year population growth of 7.3%.

Finally, the outlook for oil prices improved markedly with prices currently at US$ 55/barrel, 17% higher 
than the average of US$ 47/barrel in Q3 2016.  Higher oil prices should boost government revenue and 
embolden capital spending plans as well as supporting sentiment, investment and consumer spending 
in the broader economy. Compared to 2016, QNB expects a continued positive trend in oil prices in 2017-
18, which should support a recovery in growth with the non-hydrocarbon sector as the main driver.
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SURVEYS
_____________________________________________________________________________
INCREASED COSTS AND UNCERTAINTIES NEGATIVELY IMPACTED MOST SECTORS OF THE 
CAIRO REAL ESTATE MARKET DURING 2016, AS PER JLL

Increased costs and uncertainties resulting from the devaluation of the EGP have negatively impacted 
most sectors of the Cairo real estate market during 2016, according to “The Cairo Real Estate Market, 
2016: A Year in Review” by Jones Lang Lasalle (JLL).

In the residential market, developers faced higher construction prices as nearly all imported materials 
increased in cost significantly. Developers chose to pass on these increases to home buyers through 
higher EGP prices in November, with further price hikes of 25-30% expected in early 2017. To help offset 
the full impact of these increases, some developers introduced more flexible payment plans to improve 
affordability, and others are looking at more efficient unit designs and higher density land usage, as per 
JLL.   
 
Regarding residential supply, around 13,000 new units were completed during 2016, with Q4 seeing 
the completion of several new projects in both 6th October and New Cairo. In 6th October, significant 
apartment deliveries were recorded in Ashgar City, Palm Parks and October Park. In New Cairo, significant 
deliveries were recorded by TMG’s Rehab and Madinaty, Emaar’s Mivida and SODIC’s Eastown. There 
remains demand for the right product as demonstrated by the launch of the SARAI project by MNHD in 
New Cairo. Sales of EGP 1.4 billion were recoded with sales of a wide portfolio of units recorded, ranging 
from detached and semi-attached villas to duplexes and apartments. Higher construction and financing 
costs are likely to reduce future supply levels, with some developers delaying or downsizing their new 
launches.
 
Regarding the office market, most office rentals are quoted in US$ and following the currency flotation 
therefore resulted in an effective doubling of occupancy costs in EGP terms. In addition to increased 
rentals, companies also face increased imported raw materials prices and pressure to increase wages. 
Some landlords have subsequently agreed to exchange rate caps lower than the prevailing market rate, 
to mitigate increased costs on tenants. In terms of supply, 37,000 square meters of additional office space 
was completed in Cairo in 2016. With rentals increasing in EGP terms, many smaller companies have 
cancelled plans to upgrade to grade A office space and are now seeking poorer quality space in less 
prime areas. Vacancy rates remained more or less stable (at around 27%) in the areas monitored by JLL 
throughout the year.

Similar to the office market, retail rentals are typically quoted in US$, resulting in the doubling of 
rentals in EGP terms. Retail tenants are currently facing numerous obstacles such as import restrictions, 
increased prices of imported goods and reduced demand from consumers as a result of high levels of 
inflation. According to the report, to try and alleviate some of the pressures on retail tenants, some mall 
developers have agreed to cap the exchange rate, whilst others have changed their quoting currency 
to EGP.

The hotel and tourism industry is the only sector of the real estate market to have benefited from the 
currency flotation. Demand is expected to pick up, as Egypt has become 52% cheaper for foreign visitors. 
In the short term, most hotel owners are looking to renovate existing, older and inefficient properties in 
Cairo to increase profits from operational efficiencies, rather than investing in the construction of new 
hotels.  
_____________________________________________________________________________
JORDAN’S INFLATION TO RETURN TO POSITIVE TERRITORY AND RISE TO AN ANNUAL 
AVERAGE OF 2.5% IN 2017-2021, AS PER THE EIU

According to the EIU, overcoming Jordan's economic challenges would remain a top priority. Jordan 
would be supported by international institutions including the IMF, with which it has agreed a US$ 723 
million extended fund facility (EFF) covering 2016-19, which may be increased to US$ 900 million. As part 
of the EFF, the government would focus on improving the business environment for the private sector, 
namely by increasing access to financing for smaller enterprises, continuing fiscal consolidation and 
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reducing tax loopholes--and on improving employment prospects for both locals and refugees through 
labor market and educational reforms, but all of these measures would face political resistance or other 
obstacles, slowing implementation. 

In terms of economic growth, consumer and business confidence would remain constrained by the 
impact of regional instability and the effect of low oil prices on regional liquidity--with Syria and Iraq 
traditionally important export markets and the Gulf a key source of tourists. However, some sectors, 
including financial services have proved resilient. Although high unemployment would limit the strength 
of private consumption growth, work on large infrastructure and tourism projects should increase 
employment (as long as private-sector participation is forthcoming). However, job creation would 
struggle to keep pace with job demand from both nationals and refugees, and unemployment would 
stay high. Private-sector investment growth would be constrained by the impact of low oil prices on 
inward investment from traditional Gulf investors, although changes in the investment law and Jordan's 
relative stability should sustain flows, as per the EIU. 

According to the report, numerous large construction projects are under way, including those for 
housing, transport, energy and air travel. Expansion of the electricity grid and development of both 
the conventional and renewable energy sectors would also help to spur growth, subject to continued 
financial support from overseas backers. Exports would remain vulnerable to volatility in traditional and 
new markets, including in the EU, which recently eased export rules for Jordan. The EIU expects real GDP 
growth to recover to an annual average of 3% a year in 2017-21, still modest by historical standards. A 
constrained fiscal position and regional instability would limit growth potential.

Furthermore, despite some monetary tightening, inflation would return to positive territory and rise to 
an annual average of 2.5% in 2017-21, on the back of domestic demand growth, rises in international food 
and energy prices on average, and further planned increases in electricity and water tariffs; nearly all the 
country's energy needs and some food requirements are met by imports, according to the EIU.
______________________________________________________________________________
OMAN TO TRIM SPENDING ON HEALTH, EDUCATION AND DEFENSE IN 2017, AS PER EY

Oman is expected to trim spending on health, education, defense, as well as on its ministries and 
government units in 2017, while spending on the oil and gas sector would rise slightly, as per Ernst & 
Young. 

According to Ernst &Young’s analysis of the 2017 State Budget, Oman’s diversification program, coupled 
with priority spending, is expected to boost economic growth in the medium term. In line with its Ninth 
Development Plan (2016–20), the economy would become more dependent on the non-oil sector, 
notably in manufacturing, transport, logistics and tourism, as oil output stabilizes and then falls.

According to the report, Oman would spend OMR 3.34 billion this year for defense and security. In 
the oil and gas sector, the OMR 1.82 billion planned for 2017 is an increase of OMR 30 million from last 
year. However, the education sector’s contribution of OMR 1.58 billion is a decrease of OMR 60 million 
from 2016, while the health sector’s OMR 612 million means OMR 19 million would be saved over 2016’s 
expenditure.

Ministries and government units would spend OMR 2.18 billion, with officials taking one of the biggest 
reductions, as OMR 156 million is cut from their spending. In the development sector, Oman would 
be spending OMR 1.35 billion, slightly higher than its 2016 levels. The report also details an expected 
decrease of OMR 110 million in oil revenues this year.

On a side note, Ernst and Young’s report confirmed that despite the persistent fall in oil prices, the 
Sultanate’s economy grew by 2.3% in 2016, owing to the rise in oil production.

Furthermore, the 2016 budget deficit was estimated at OMR 3.3 billion, however, the actual deficit was 
OMR 5.3 billion. The 2015 actual budget deficit was also around OMR 4.6 billion, while the estimated 
deficit was only OMR 2.5 billion, as per Ernst & Young. 
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CORPORATE NEWS
_____________________________________________________________________________
SAUDI'S FLYNAS CONFIRMS US$ 8.6 BILLION ORDER FOR 80 AIRBUS PLANES 

Saudi Arabian budget carrier flynas is buying 80 Airbus A320neo narrow body jets in a deal worth US$ 
8.6 billion that includes upgrading an earlier order, as per a company statement.

The airline has placed a new order for 60 A320neos and upgraded an existing order for 20 current model 
A320s to neos. 

The agreement includes purchasing options for a further 40 A320neo jets.
_____________________________________________________________________________
NETHERLAND’S BOSKALIS WINS US$ 533 MILLION OMAN PORT CONTRACT

Royal Boskalis Westminster (Boskalis), a global services provider operating in the dredging, maritime 
infrastructure and maritime services sectors, won a US$ 533 million contract for the design, procurement 
and construction of a bulk liquid berth terminal at the Duqm port in Oman.

The contract would be officially awarded by Sezad (Special Economic Zone Authority Duqm) subject to 
its satisfying certain conditions, as per a Boskalis statement.

The contract includes the engineering, design, procurement and construction of a bulk liquid berth 
terminal, as per the same source. 

The Port of Duqm is a an existing strategic dry dock and industrial free trade zone located in the Al Wusta 
Region between Muscat and Salalah and was designated as a special economic zone.

Various dredging and civil activities would be executed under the responsibility of Boskalis, including 
the deepening of the port basin to a depth of 18 meters, reclamation of new land and the construction 
of a one-km-long quay wall, among others. 
_____________________________________________________________________________
UAE'S AMANAT BUYS STAKE IN SAUDI HOSPITAL FIRM FOR US$ 97 MILLION 

Amanat Holdings announced the completion of the acquisition of a 13.2% stake in Saudi-based 
International Medical Company (IMC) for SR 363.85 million (US$ 97 million).

IMC is a 300-bed multi-disciplinary hospital that serves Saudi Arabia’s Western Region and features 
specialty centers delivered by more than 150 US, Canadian and European certified physicians, as per a 
company statement. 

IMC plans to expand its capacity both within its current facility and the Western Region over the next 
five years, with a particular emphasis on providing holistic personalized care applied to the highest 
international standards, as per the same source.
_____________________________________________________________________________
ABU DHABI'S MASDAR CITY TO GET NEW US$ 81 MILLION SHOPPING MALL

Dubai-based Majid Al Futtaim would build a new US$ 81.74 million (AED 300 million) shopping mall in 
Masdar City, Abu Dhabi.

Set to open by end-2018, “My City Centre Masdar” would include 60 outlets across 18,000 square meters 
of gross leasable area (GLA), including a Magic Planet family entertainment center, a 5,760 square meter 
Carrefour hypermarket and a clinic.

The single-level mall would have shaded parking for 430 vehicles on its rooftop. It would use photovoltaic 
panels to reduce energy and water consumption levels by 40% in line with Masdar City’s eco-friendly 
strategy. 
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_____________________________________________________________________________
GE UNIT WINS NEW ALBA POWER PLANT DEAL

GE Power, a division of GE, announced an order from Aluminium Bahrain (Alba) for a turnkey combined-
cycle power plant, including three GE HA gas turbines.

This win marks the first order for GE H-Class turbines in the Gulf, as well as the first use of H-Class turbines 
by the aluminum smelting industry anywhere in the world.

GE and Gama, the engineering, procurement and construction (EPC) partner, would together oversee 
the design, engineering, procurement, construction and commissioning of Power Station 5, a plant 
capable of generating 1,792 megawatts (MW).

The HA technology offers industry leading flexibility, allowing customers to maintain stable power 
production and reliably accommodate grid variations through quick start up, rapid load changes and 
other features. This allows the HA to deliver reliable and flexible operations not just for large power 
plants and utilities but also for captive power plants or small grids.
    
Alba’s Power Station 5 would also utilize GE’s Digital Power Plant software solutions, which have played 
a key role in unlocking the HA’s record-setting levels of efficiency. These solutions provide valuable 
predictive insights for higher reliability and optimization by utilizing a digital plant control system and 
a new class of Predix applications, as per company officials. For Alba, these capabilities enable an HA 
power plant to be custom configured and tuned for this complex industrial application where process 
stability and uninterrupted power are vital. These digital capabilities also increase the customers’ ability 
to run, adapt, and manage the plant for improved outcomes.
______________________________________________________________________________
SAUDI'S ACWA POWER TO DEVELOP NEW SOLAR PLANT IN JORDAN

Jordan awarded Saudi Arabia's ACWA Power a contract to develop a 61.3 megawatt peak (MWP) 
photovoltaic project, which would generate enough electricity for 12,000 households, as per a company 
statement.

MWP is a measuring unit for the maximum output of a photovoltaic power plant.

The project in Risha, eastern Jordan, would be completed in the first quarter of 2019.

ACWA, a water and power plant developer, would also finance, build, own and operate the project, which 
would be the eighth power plant built by the company in Jordan, as per the same source. 

The company operates in 11 countries across the Middle East and North Africa, Southern Africa and 
South East Asia.
______________________________________________________________________________
DUBAI'S DP WORLD INKS DEAL TO DEVELOP KAZAKH ECONOMIC ZONE

Dubai's DP World signed an agreement with Kazakhstan to develop a special economic zone in the 
Caspian Sea city of Aktau, as per a company statement. 

DP World and Kazakhstan would look at opportunities to add shipping capacity and develop a logistics 
area.

DP World has existing contracts in Kazakhstan to develop port facilities and logistics zones, including 
agreements with the Port of Aktau and the country's national railway company.
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EQUITY MARKETS INDICATORS (JANUARY 08, 2017 TILL JANUARY 14, 2017)

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

CAPITAL MARKETS
_____________________________________________________________________________
EQUITY MARKETS: REGIONAL STOCK MARKETS DOWN, DRAGGED BY SAUDI AND 
EGYPTIAN EQUITIES

Regional equity markets saw price declines this week, as reflected by a 1.3% retreat in the S&P Pan 
Arab Composite Index. The Saudi Tadawul led the fall amid an in oil price decrease, followed by 
the Egyptian Exchange on some profit-taking operations after a strong price rally observed since 
the currency float early-November 2016. In contrast, the UAE equity markets posted price gains on 
speculation over more consolidation in the banking industry and the Qatar Exchange posted shy 
price rises amid mixed price movements.

The heavyweight Saudi Tadawul posted a 3.9% plunge in prices week-on-week, driven by some 
unfavorable market-specific and company-specific factors, and a 2.9% fall in Brent oil prices as rising 
US drilling outweighed Saudi output cuts to below the Kingdom’s targeted level of 10 million barrels 
per day. Also, a monthly Reuters poll of Middle East fund managers, conducted at end-December 
2016, found many believing Saudi stocks were fully valued after a strong rally in the past few months, 
and not intending to add to their portfolios in the next three months.

Within this context, Yansab’s share price shed 4.4% over the week to SR 54.02. Yansab traded at 5% 
premium to analysts’ estimated fair value, according to Reuters data. Price falls in Yansab’s share price 
occurred despite registering a 53% year-on-year rise in its 2016 fourth quarter net profits to reach SR 
603 million. Nama Chemicals’ share price plunged by 10.5% to SR 3.85. Nama Chemicals reported a net 
loss of SR 837 million in 2016 as compared to a net loss of SR 75 million in 2015. Sahara Petrochemical 
Company’s share price retreated by 0.9% to SR 13.95. Advanced Petrochemical Company’s share price 
dropped by 4.9% to SR 44.46. Sipchem’s share price went down by 3.5% to SR 17.49. As to banking 
stocks, NCB’s share price tumbled by 6.5% to SR 39.58. Banque Saudi Fransi’s share price shed 3.6% to 
SR 24.05. SABB’s share price fell by 8.9% to SR 22.32.

The Egyptian Exchange recorded a 1.0% retreat in prices week-on-week on some profit-taking 
operations, as some foreign funds that were net buyers since the currency float on November 3, 2016 
booked gains. Arab Cotton Ginning’s share price tumbled by 1.8% to LE 4.91. SODIC’s share price fell 
by 1.3% to LE 15.40. EFG-Hermes’ share price closed 0.5% lower at LE 27.98. Emaar Misr’s share price 
dropped by 1.0% to LE 3.01. Orange Egypt’s share price declined by 1.7% to LE 98.18. Misr Fertilizers 
Production Company’s share price retreated by 0.5% to LE 32.83. 
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In contrast, the UAE equity markets registered a 2.1% rise in prices week-on-week amid a speculative 
demand and bets over merger plans in 2017. In Dubai, short-term speculative investors showed 
appetite for low-priced stocks (below AED 1) ahead of earnings releases. Islamic Arabic Insurance 
Company’s share price increased by 0.8% to AED 0.620.  Deyaar’s share price went up by 0.8% to AED 
0.663. Drake & Scull International’s share price jumped by 9.1% to close at AED 0.550.

In Abu Dhabi, banking stocks continued to trace an upward trajectory on speculation over merger 
plans in the banking industry in 2017. NBAD’s share price surged by 3.9% over the week to AED 10.65. 
First Gulf Bank’s share price increased by 2.3% to AED 13.30. FGB and NBAD announced in 2016 that 
they would merge in the first quarter of 2017. Union National Bank’s share price jumped by 5.4% to 
AED 4.85. ADCB’s share price closed 1.1% higher at AED 7.48. United Arab Bank’s share price jumped 
by 15.0%, which is its daily limit, to reach AED 1.84.

The Qatar Exchange registered a 0.2% rise in prices week-on-week. 25 out of 44 listed companies 
posted price gains, while 17 stocks saw price falls and 2 stocks saw no price change week-on-week. 
United Development Company’s share price rose by 1.1% to close at QR 22.04. Ooredoo’s share price 
went up by 1.1% to QR 106.50. QNB’s share price increased by 0.7% to QR 166.00. Qatar Islamic Bank’s 
share price closed 0.4% higher at QR 106.40. Commercial Bank of Qatar’s share price went up by 1.1% 
to QR 32.65. 
_____________________________________________________________________________
FIXED INCOME MARKETS: MOSTLY UPWARD PRICE MOVEMENTS IN REGIONAL BOND 
MARKETS, TRACKING US TREASURIES MOVE

Regional fixed income markets saw mostly upward price movements this week, tracking rises in US 
Treasuries after US President-elect's long-awaited news briefing provided little clarity on future fiscal 
policies, disappointing bulls who had bets on major stimulus, and spurring safe-haven demand for 
bonds. This was reflected by 1.6% drop in the Z-spread based Audi-compiled MENA bond index.

In the Egyptian credit space, sovereigns maturing in 2020, 2025 and 2040 registered weekly price 
gains of 0.50 pt, 0.25 pt and 3.38 pts respectively. Egypt appointed BNP Paribas, Citigroup, JP Morgan 
and Natixis as joint lead managers for a series of investor meetings in the Middle East, US and Europe 
commencing January 17, 2017. A multi-tranche senior unsecured US dollar benchmark offering with 
five and ten-year maturities under Egypt’s GMTN program may follow.

In Dubai, sovereigns maturing between 2021 and 2043 saw weekly price increases of 0.13 pt to 1.50 
pt. DP World’20, ’23 and ’37 were up by 0.25 pt, 0.13 pt and 3.50 pts respectively. Majid Al Futtaim’19 
and ’24 closed up by 0.13 pt each. Majid Al Futtaim Perpetual traded up by 0.63 pt. Prices of Emaar’24 
and ’26 rose by 0.63 pt and 0.13 pt respectively. Regarding plans for new issues, Emirates National 
Oil Company plans a Sukuk sale of about US$ 500 million. Also, Investment Corporation of Dubai 
appointed banks including JP Morgan Chase & Co. and HSBC Holdings Plc for a potential sale of 
Islamic bonds this year.

In Abu Dhabi, sovereigns maturing in 2021 and 2026 posted weekly price rises of 0.38 pt each. Taqa 
papers maturing between 2018 and 2036 witnessed price gains ranging between 0.25 pt and 1.00 pt. 
Prices of Mubadala papers maturing in 2019, 2021 and 2022 rose by 0.13 pt each. Mubadala’23 closed 
up by 0.38 pt. IPIC’21, ’22, ’26 and ’41 saw price increases of up to 0.75 pt. Dolphin’19 and ’21 were up 
by 0.13 pt and 0.38 pt respectively. Prices of Etisalat’21, ’24 and ’26 posted gains of up to 0.50 pt.

In the Qatari space, sovereigns maturing in 2021 and 2022 were up by 0.25 pt each. Sovereigns maturing 
between 2026 and 2046 witnessed price gains ranging between 0.88 pt and 1.75 pt. Qtel papers 
maturing between 2018 and 2043 saw price increases of up to 2.00 pts. Standard & Poor’s “Middle East 
and North Africa Sovereign Rating Trends 2017” said that the Qatari economy would remain resilient, 
despite an expected continued institutional weaknesses and only a moderate increase in hydrocarbon 
prices over the next two years. Currently, Qatar’s outlook is “stable” at “AA/A-1+”. S&P could raise the 
ratings on Qatar if it saw the country’s domestic institutions mature faster than expected, alongside 
significant improvements in transparency regarding government assets and external data quality. 
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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

It could lower the ratings on Qatar if developments in hydrocarbon production and prices, or in the 
banking sector, were to significantly weaken the country’s external or fiscal positions.

As to papers issued by financial institutions, QIB’20 was up by 0.13 pt week-on-week. QNB’18, ’20 and 
’21 registered price rises ranging between 0.13 pt and 0.25 pt. As to plans for new issues, Masraf Al 
Rayan mandated banks for a Sukuk issuance of around US$ 500 million.

In the Kuwaiti credit space, KIPCO’23 was up by 1.00 pt over the week. Kuwait postponed its US$ 10 
billion sovereign bond issue to May 2017 instead of early-2017. It is worth mentioning that the Kuwaiti 
Finance Ministry announced in July 2016 plans to issue US$ 10 billion worth of conventional and Sharia-
compliant bonds in the international market to help plug its budget deficit.

Finally, in the Saudi credit space, sovereigns maturing in 2021, 2026 and 2046 traded up by 0.13 pt, 0.75 
pt and 0.38 pt respectively over the week. SECO papers maturing between 2023 and 2044 registered 
price gains ranging between 0.25 pt and 1.88 pt. As to plans for new issues, ACWA Power plans to 
issue US$ 1 billion worth of bonds in February 2017, with the company mandating Jefferies, Citi, CCB 
Singapore, Mizuho and Standard Chartered to arrange the bond.
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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.


