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MENA MARKETS: WEEK OF NOVEMBER 27 - DECEMBER 03, 2016

The MENA WEEKLY MONITOR

Economy___________________________________________________________________________
p.2 FITCH EXPECTS MENA REGION GROWTH TO SLOW TO 2.2% IN 2017
Fitch expects MENA growth to slow to 2.2% in 2017, from 2.6% in 2016, weighed down by Iraq and Kuwait, 
both of which saw strong oil output growth this year that Fitch does not expect to be sustained in 2017. 

Also in this issue
p.3 Egypt’s net foreign reserves rise to the highest level in more than five years in November 
p.3 Saudi Central Bank sees record US$ 36 billion monthly fall in government accounts in October,  
 as per Jadwa Investment
p.3 EIU says low oil price environment intensifies policy initiatives in Kuwait
p.4 Oman Finance Ministry plans to make expenditure cuts in the State budget for next year

Surveys___________________________________________________________________________
p.5 DUBAI’S MOST EXPENSIVE RETAIL LOCATION RANKS FIRST REGIONALLY, AS PER 
CUSHMAN & WAKEFIELD
According to "Main Streets Across the World 2016/2017", a research publication by Cushman & Wakefield, 
UAE’s most expensive retail location was on top of its counterparts in other MENA countries.       

Also in this issue
p.5 e-Commerce upside potential in the Kingdom of Saudi Arabia remains huge, according to BCG   
p.6 Succession planning is the biggest challenge for Middle East family businesses in the next five  
 years, as per PwC 

Corporate News___________________________________________________________________________
p.7 SAUDI ARABIA'S KING APPROVES ALLOCATION OF US$ 26.7 BILLION TO THE PIF
Saudi Arabia's King approved the allocation of SR 100.0 billion (US$ 26.7 billion) from the Kingdom's 
reserves to the Public Investment Fund (PIF).  

Also in this issue
p.7 Quebec’s Caisse and Dubai’s DP World ink US$ 3.8 billion port venture
p.7 UAE’s Schon launches US$ 870 million hotel project near Expo 2020 site
p.7 Abu Dhabi's Marina Mall embarks on US$ 817 million extension project
p.8 Saudi shipping group signs US$ 350 million financing deal for oil tankers
p.8 Qatar’s Mejda Group set to develop US$ 220 million Tunisian tourism project
p.8 Qatar Investment Authority acquires US$ 175 million St Regis San Francisco
p.8 Bahrain's Investcorp buys majority stake in Spanish firm

Markets In Brief___________________________________________________________________________
p.9 EXTENDED PRICE GAINS IN REGIONAL EQUITIES, BOND PRICES MOSTLY DOWN 
Regional equity markets continued to post price gains this week, as reflected by a 2.5% increase in 
the S&P Pan Arab Composite Index, mainly supported by a strong oil price rally after OPEC agreed on 
its first output cut in eight years, and by some other favorable market and company-specific factors. 
Regional fixed income markets yet remained under downward price pressures, tracking US Treasuries 
declines, despite improved investor sentiment following OPEC’s agreement on a production cut.
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ECONOMY
_____________________________________________________________________________
FITCH EXPECTS MENA REGION GROWTH TO SLOW TO 2.2% IN 2017

Fitch Ratings issued its 2017 outlook report on Middle East and North Africa sovereigns. According to the 
latter, persistent low oil prices will maintain economic pressure on the oil exporters of the MENA region, 
which together with limited fiscal reform and political risk, lead to a “Negative” Outlook for the region 
in 2017. 

With three of the 12 MENA sovereigns (more than 20%) on a “Negative” Outlook, the overall Outlook is 
deemed “Negative”. None are on a “Positive” Outlook.

Fitch expects Brent crude oil prices to average US$ 45/bbl next year, broadly unchanged from US$ 44/
bbl in 2016. This is still well below fiscal break-even prices in Saudi Arabia and Bahrain, even though 
these have decreased since 2015. Many oil importers in the MENA region also face considerable fiscal and 
growth challenges, despite low oil prices.

The rating agency expects overall growth in the MENA region to slow to 2.2% in 2017, from 2.6% in 2016, 
weighed down by Iraq and Kuwait, both of which saw strong oil output growth this year that Fitch does 
not expect to be sustained in 2017. Growth in oil-exporting Gulf countries will generally be subdued, 
as governments rationalize their spending in an environment of still-low oil prices. Growth will remain 
challenging for oil importers, held back variously by domestic and regional political risk, limited structural 
reforms and spillover from weaker growth in the GCC, as per Fitch.

In 2017, Fitch forecasts the average budget deficit of GCC sovereigns it rates to narrow but remain large, at 
5.2% of GDP. GCC countries will finance their fiscal deficits by issuing debt and drawing on their reserves 
and wealth funds. Most Gulf States still have substantial financial buffers, but low oil prices are forcing 
an agenda of fiscal reform. 2017 will begin to test the resilience of fiscal reform efforts, as per the report.

The fiscal balances of oil importers stand to benefit from another year of low oil prices, but Egypt, Lebanon 
and Tunisia still face considerable fiscal challenges, as per the same source. Mediocre growth prospects 
and risks of political instability are hindering fiscal consolidation. IMF programs are lending support to a 
number of countries in the region, but deeper structural reform will only proceed slowly.

For weaker oil producers, the path of oil prices and the policy response to them will be key drivers of 
ratings next year, according to the rating agency. Large and persistent gaps between actual and fiscal 
breakeven oil prices, leading to a rapid erosion of net sovereign assets, would put downward pressure 
on ratings. Substantial oil price deviation from Fitch’s baseline forecast could have an impact on ratings, 
both for oil exporters and oil importers.

SELECTED MENA ECONOMIC INDICATORS

Source: Fitch
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Geopolitical developments have the potential to impact ratings in 2017, as do domestic political trends 
in countries still looking to cement greater political stability.

A weaker commitment to fiscal consolidation would put pressure on ratings, particularly for sovereigns 
with large deficits. Reforms to strengthen the business environment and private sector could lead to 
positive rating actions, as per the report. 
_____________________________________________________________________________
EGYPT’S NET FOREIGN RESERVES RISE TO THE HIGHEST LEVEL IN MORE THAN FIVE YEARS 
IN NOVEMBER

Egypt’s net foreign reserves rose to the highest level in more than five years in November, as the country 
started receiving money from the International Monetary Fund and global lenders, as per Bloomberg.

As a matter of fact, reserves reached US$ 23.1 billion, up from US$ 19 billion in October, according to 
official data. Egypt was given the first US$ 2.75 billion installment of a US$ 12 billion loan from the IMF 
in November, and the Central Bank was able to secure US$ 2 billion in funding from international banks. 
The Central Bank Governor announced that he was targeting US$ 25 billion in reserves by year-end.

It is worth noting that the IMF deal was finalized after North Africa’s biggest economy floated the 
Egyptian pound last month to end a currency crisis and cut subsidies, according to Bloomberg.

The government also plans to tap the international bond market to raise at least US$ 2.5 billion in January 
2017. Foreign investors in local stocks and debt also started to return after the currency controls were 
scrapped.
_____________________________________________________________________________
SAUDI CENTRAL BANK SEES RECORD US$ 36 BILLION MONTHLY FALL IN GOVERNMENT 
ACCOUNTS IN OCTOBER, AS PER JADWA INVESTMENT

According to Jadwa Investment, government accounts held by the Saudi Central Bank saw a record 
SR 136.0 billion (US$ 36.2 billion) monthly fall in October, reflecting the resumption of government 
payments to contractors. It is worth noting that Saudi Arabia's government recently made payments of 
SR 40.0 billion (US$ 10.7 billion) that it owed to private sector companies.

Moreover, the report also said that foreign reserve assets held by Saudi Arabian Monetary Agency 
(SAMA) fell by US$ 11 billion in October 2016, the third largest decline in 2016.

On the other hand, total bank deposits in the Gulf Kingdom increased by SR 27.1 billion (US$ 7.2 billion) 
in October, rising by its fastest pace in 13 months. 

Last but not least, Jadwa Investment said that positive sentiment from Saudi Arabia’s international 
bond sale in October and a recommencement of payments to contractors by government pushed the 
country's stock market up by 16% month-on-month in November.
_____________________________________________________________________________
EIU SAYS LOW OIL PRICE ENVIRONMENT INTENSIFIES POLICY INITIATIVES IN KUWAIT

According to a report by the Economist Intelligence Unit on Kuwait, the low oil price environment 
imposed fiscal constraints and would intensify policy initiatives aimed at promoting diversification and 
streamlining current spending.

Consequently, Kuwait's latest five-year development plan, for fiscal years 2015/16-2019/20 (April-March), 
focuses on economic reform and diversification, as well as several long-stalled strategic mega-projects. 
The increase in capital expenditure by the government in 2015/2016 suggests that it still intends to 
continue spending on large-scale projects. However, in order to ease the burden on the public finances, 
the government is likely to look increasingly to public-private partnerships (PPPs). Yet Kuwait's difficult 
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business climate and inexperience with PPPs would continue to limit foreign direct investment, as per 
the report.

Economic growth would be constrained in the early part of the forecast period as low oil prices lead to 
reductions in government spending in real terms, with knock-on effects on private consumption. The 
government's policy of maintaining capital spending would prevent a significant slowdown in 2017. 

Despite overall spending cuts, the government would continue to invest in large-scale infrastructure and 
construction projects to drive economic growth. The authorities' significant fiscal buffers, including the 
Kuwait Investment Authority's US$ 592 billion sovereign wealth fund, would enable this. 

The EIU lowered its real GDP forecast from 1.9% to 1.8% in 2017, slowing from an estimated 2.1% in 2016. 
Political instability and the resulting negative impact on the business environment would continue to 
constrain investment throughout 2017-2021, although conditions would ease in the later stages of the 
period as higher oil prices lessen the need for unpopular austerity measures, soothing parliamentary 
tensions, as per the same source. 

Growth would trend up gradually in 2018-21, peaking at 3.3% in 2021. This would be supported by a pick-
up in non-oil growth as government spending starts to rise again in real terms and by key projects such 
as the 615,000-b/d Al Zour oil refinery.

The Economist Intelligence Unit expects average inflation to pick up to 4% in 2017, from an estimated 
3.3% in 2016, as the gradual introduction of fiscal reforms starts to push up costs and global food prices 
increase. Indeed, year-on-year inflation spiked to an annual peak of 3.8% in September, up from 2.9% the 
month before. 

Moving on to the exchange rate, the dinar is pegged to an undisclosed basket of currencies dominated 
by the US dollar. Despite recently increased currency speculation across the GCC, the EIU expects Kuwait 
to maintain its peg in 2017-21, given the financial stability it brings and the significant foreign-currency 
assets, including a large sovereign wealth fund, that the authorities can draw on to support it. 
______________________________________________________________________________
OMAN FINANCE MINISTRY PLANS TO MAKE EXPENDITURE CUTS IN THE STATE BUDGET 
FOR NEXT YEAR

Oman's Finance Ministry plans to make expenditure cuts in the State budget for next year to reduce a 
deficit caused by low oil prices, as per Reuters.
 
A draft budget for 2017 foresees a 5% cut in spending from this year's budget, and no increase in revenues 
assuming an average oil price of US$ 45 per barrel, as per the same source.
 
The 2016 budget envisaged State expenditure of OMR 11.9 billion (US$ 30.9 billion), down by 11% from 
actual spending in 2015. As for revenues, they were set at OMR 8.6 billion (US$ 22.3 billion).
 
It is worth noting that Oman recently cut benefits for employees of State agencies this year as part of 
its austerity drive. The 2017 draft budget proposes more cuts to public sector bonuses but foresees no 
immediate reductions to salaries, according to Reuters. The government has said it aims to privatize a 
range of State assets to boost revenues.



5Week 49  November 27 - December 03, 2016

NOVEMBER 27 - DECEMBER 03, 2016

WEEK 49

SURVEYS
_____________________________________________________________________________
DUBAI’S MOST EXPENSIVE RETAIL LOCATION RANKS FIRST REGIONALLY, AS PER 
CUSHMAN & WAKEFIELD

According to "Main Streets Across the World 2016/2017", a research publication by Cushman & Wakefield, 
UAE’s most expensive retail location was on top of its counterparts in other MENA countries. At the 
same time, Lebanon's most expensive location has occupied the second position regionally, followed by 
locations in Qatar, Jordan, and Saudi Arabia.

This edition of "Main Streets Across the World" tracks over 500 of the top retail streets across 71 countries 
around the globe, ranking the most expensive in each country by their prime rental value in order to 
analyze the headline trends in retail real estate performance. 

This year’s results show global growth is projected to slow down this year to 2.2% before recovering to 
2.6% in 2017. The contribution by advanced economies has decreased while emerging markets were 
stable this year. The weight of emerging markets on world output would increase and countries in that 
group are expected to be the main driver of growth, as per the report.

A total of six MENA cities were included in the report. While Dubai’s Prime-A ranked first among the most 
expensive retail locations in the MENA region, it came in the 33rd position worldwide. Lebanon’s Hamra 
Street was considered the country’s most expensive retail location, where it ranked second regionally 
and 44th globally. As to Doha’s most expensive retail location, namely Prime High Street, it ranked third 
regionally and 45th globally. Jordan’s City Center in Amman ranked 4th regionally and 50th globally, 
followed by Jeddah in Saudi Arabia which came in the 5th spot regionally and 51st spot globally and 
High Street in Muscat Oman in the 61st position globally. 

MOST EXPENSIVE RETAIL LOCATIONS BY COUNTRY 

Sources: Cushman & Wakefield, Bank Audi's Group Research Department

____________________________________________________________________________
E-COMMERCE UPSIDE POTENTIAL IN THE KINGDOM OF SAUDI ARABIA REMAINS HUGE, 
ACCORDING TO BCG

Despite experiencing 30% growth in the last five years, e-Commerce upside potential in the Kingdom 
of Saudi Arabia remains huge according to BCG's Unlocking e-Commerce Opportunity in the Kingdom 
of Saudi Arabia report.
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According to the report, e-Commerce is rapidly gaining prominence. In the Kingdom of Saudi Arabia 
e-Commerce sales have increased by more than 30% on average every year in the last five years. This 
growth is predominantly driven by apparel and electronics & appliances. 

In the Kingdom, digital sales present a major opportunity as an accelerator of retail sector development. 
In addition, e-Commerce promises a faster period to market with the potential to achieve significant 
impact within a short timeframe. In fact, the development of the e-Commerce sector in Saudi Arabia will 
bring about multiple economic and social benefits, as per the report.

According to the report, a thriving e-Commerce sector creates many employment opportunities for 
various skill levels ranging from managerial to operational. Moreover, a thriving sector can also support 
entrepreneurship as it has low barriers to entry for niche businesses and provides efficient market access 
to new consumer products. 

According to the report, establishing a large e-Commerce industry will spur the development of a 
variegated landscape of technological service providers needed to develop technological solutions on 
payment platforms, website design, and optimization software.

However, despite its rapid growth, Saudi Arabia’s e-Commerce market is still in a nascent phase. In 2015, 
online sales accounted for approximately 0.8% of total retail sales, a figure much lower than that of 
leading e-Commerce markets and other relevant regional markets such as the UAE where e-Commerce 
penetration stands at about 1.5%, as per the report. 

Moreover, Saudi based companies are not getting their share of the market yet, as the largest chunk of 
the market is held by internationally based companies. In fact, last year, Amazon alone recorded a Saudi 
e-Commerce market share of 15.2% despite not having any local operation in the GCC, as per the report.
______________________________________________________________________________
SUCCESSION PLANNING IS THE BIGGEST CHALLENGE FOR MIDDLE EAST FAMILY 
BUSINESSES IN THE NEXT FIVE YEARS, AS PER PwC

PwC Middle East’s latest Family Business Survey for 2016 titled: “Keeping it in the family: Family firms in 
the Middle East” reported that according to the families surveyed, the three most significant challenges 
faced by family firms are legislation and regulation, skills shortages, and market conditions.

However, the report warns that family businesses’ growth outlook could be curtailed by the organizations’ 
own lack of strategic planning rather than economic factors or other external concerns. Many issues 
now facing family businesses in the region come back to a lack of strategic planning, namely having a 
strategic plan that links where the business is now to the long-term and where it could be. This results in 
many families not being able to turn early promise into sustainable success, as per the report.

According to the report, while some family firms are managing strategic planning well, many are caught 
between the deluge of everyday issues and the weight of inter-generational expectations. PwC found 
that areas such as succession, diversification, digital, cyber security, and innovation, are not being tackled 
by family firms in the Middle East but also globally.

While respondents in the Middle East agree with their global peers about the qualities that characterize 
a family firm, there are several other factors that have an added importance. More respondents in 
the region believe that family businesses take a longer term approach to their decision-making (61% 
compared to 55% globally), and are prepared to take more risks (58% versus 40%), as per the report. 

However, they also recognize the challenges family businesses face. Respondents in the region feel they 
struggle more to attract and keep talent (65% versus 48% globally) and find it harder to access capital 
(42% versus 32%). 
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CORPORATE NEWS
_____________________________________________________________________________
SAUDI ARABIA'S KING APPROVES ALLOCATION OF US$ 26.7 BILLION TO THE PIF

Saudi Arabia's King approved the allocation of SR 100.0 billion (US$ 26.7 billion) from the Kingdom's 
reserves to the Public Investment Fund (PIF). The funds would be used to support both foreign and local 
investments, particularly opportunities in the local market that would help to build the private sector.

Under economic reforms announced early this year, the Saudi government said it aims to expand the 
PIF from US$ 160 billion to about US$ 2 trillion by transferring assets such as ownership of Saudi Aramco.

Within this context, the fund would increase investments abroad. For instance, in June, it bought a stake 
in US ride-hailing firm Uber for US$ 3.5 billion. The fund would also focus its attention on local projects 
designed to reduce Saudi Arabia's reliance on oil exports. 

The fund is also set to take over a stalled financial district project in Riyadh and to acquire a stake in the 
King Abdullah Economic City north of Jeddah.
_____________________________________________________________________________
QUEBEC’S CAISSE AND DUBAI’S DP WORLD INK US$ 3.8 BILLION PORT VENTURE

DP World announced the creation of an investment vehicle in partnership with Caisse de Dépôt et 
Placement du Québec (CDPQ), one of North America’s largest pension fund managers.  

The investment platform totals US$ 3.7 billion, with DP World holding a 55% share and CDPQ the 
remaining 45%. 
 
The platform would invest in ports and terminals globally (excluding the UAE) across the life cycle of the 
asset, with a focus on investment grade countries. It would also invest mostly in existing assets, but with 
up to 25% invested in greenfield opportunities.
 
Through this platform, DP World would share new investment opportunities and CDPQ would have the 
option of co-investing alongside DP World. 
 
The investment vehicle would be seeded with two of DP World’s Canadian container terminals, located 
on the Pacific Coast in Vancouver and Prince Rupert, with CDPQ acquiring a 45% stake of the combined 
assets for US$ 640 million.
_____________________________________________________________________________
UAE’S SCHON LAUNCHES US$ 870 MILLION HOTEL PROJECT NEAR EXPO 2020 SITE

UAE-based Schon Properties announced the launch of iSuites, an AED 3.2 billion (US$ 870 million) home-
grown hospitality portfolio that would see the development of 2,550 hotel apartments at a single site 
within Dubai Investment Park – close to the World Expo 2020 site.  

The entire complex includes 21 mid-rise buildings – each having nine floors including two basement 
floors – which would be delivered by 2020, just before Expo 2020 begins in the fourth quarter of 2020.
_____________________________________________________________________________
ABU DHABI'S MARINA MALL EMBARKS ON US$ 817 MILLION EXTENSION PROJECT

Marina Mall Abu Dhabi, owned by the National Investment Company (NIC), announced that it would be 
breaking ground in early 2017 on major mall improvements worth AED 300 million, in addition to a new 
AED 3 billion extension.

Marina Mall Abu Dhabi would be undergoing a renovation and growing in size with a 120,000 square 
meter extension designed by DP Architects, the company behind the design of Dubai Mall.
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The new extension plan would be divided into two parts, the north and south side of the mall, which 
would include the latest retail and F&B brands and new market entry brands exclusive to the mall.
Marina Mall Abu Dhabi would also expand its car parking facilities.  
_____________________________________________________________________________
SAUDI SHIPPING GROUP SIGNS US$ 350 MILLION FINANCING DEAL FOR OIL TANKERS

National Shipping Company of Saudi Arabia (Bahri), the exclusive oil-shipper for Saudi Aramco, announced 
it has signed a US$ 350 million Islamic ten-year financing deal to pay for the building of five oil tankers.

The ten-year murahaba financing was arranged by Standard Chartered, which also contributed to the 
deal along with Arab National Bank and National Bank of Abu Dhabi.

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

The tankers were previously ordered from South Korea's Hyundai Samho Heavy Industries Co.
______________________________________________________________________________
QATAR’S MEJDA GROUP SET TO DEVELOP US$ 220 MILLION TUNISIAN TOURISM PROJECT

Qatar’s Mejda Group is to sign a deal to develop a US$ 220 million tourism complex near Tunis.

The tourism complex would be located just north of the Tunisian capital at Raoued, and would include a 
luxury hotel, 90 rental villas and a shopping center.

The project is expected to create 1,500 jobs, with work to start in December. Mejda Group already built a 
luxury hotel in Tabarka, close to the Algerian border in north-west Tunisia.
______________________________________________________________________________
QATAR INVESTMENT AUTHORITY ACQUIRES US$ 175 MILLION ST REGIS SAN FRANCISCO

Qatar Investment Authority (QIA) completed the acquisition of the St Regis San Francisco for approximately 
US$ 175 million from Marriott International.

Marriott would continue to manage the hotel under a long-term management contract, as per a company 
statement.

The 260-room St Regis San Francisco hotel, which includes 15,000 square feet of meeting space, is located 
in the heart of one of the city’s neighborhoods with numerous art galleries and museums.

The hotel, which is due to undergo a renovation covering the guestrooms and public areas, has an indoor 
heated 50-foot infinity pool. 
______________________________________________________________________________
BAHRAIN'S INVESTCORP BUYS MAJORITY STAKE IN SPANISH FIRM

Bahrain-based global provider of alternative investment products Investcorp acquired a majority stake in 
Spanish developer of high yielding plants and trees Agromillora Group.

However, the group’s founders and management team would maintain a minority stake in the company 
as part of the transaction.

Agromillora has a key focus on the production and marketing of permanent crops including stone fruits, 
citrus, nuts, berries, olive trees and grape plants. It also provides nurseries and growers worldwide with 
tissue culture propagation laboratories located across five continents and 11 production facilities in nine 
countries.
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EQUITY MARKETS INDICATORS (NOVEMBER 27, 2016 TILL DECEMBER 03, 2016)

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

CAPITAL MARKETS
_____________________________________________________________________________
EQUITY MARKETS: REGIONAL EQUITIES BENEFIT FROM OPEC’S DECISION ON 
PRODUCTION CUT 

Regional equity markets continued to post price gains this week, as reflected by a 2.5% increase in 
the S&P Pan Arab Composite Index, mainly supported by a strong oil price rally after OPEC agreed on 
its first output cut in eight years, and driven by some other favorable market-specific and company-
specific factors.

The heavyweight Saudi Tadawul led the advance in the MENA region, posting a 4.3% surge in 
prices week-on-week, mainly helped by improved investor sentiment after OPEC agreed on its first 
production cut since 2008 of 1.2 million barrels per day by January 2017, and the Saudi King issued a 
directive to allocate SR 100 billion from the Kingdom’s reserves to the Public Investment Fund in a bid 
to boost investment revenues, in addition to some favorable company-specific factors. 

Petrochemicals stocks registered price gains week-on-week, tracking a 12.9% jump in Brent oil prices 
to reach US$ 54.46 following OPEC’s decision to reduce output. Petrochemicals giant SABIC’s share 
price climbed by 6.9% to close at SR 96.88. Petro Rabigh’s share price went up by 7.9% to SR 11.51. 
Advanced Petrochemical Company’s share price closed 5.2% higher at SR 45.01. Sahara Petrochemical 
Company’s share price surged by 7.4% to SR 12.86. Saudi Kayan Petrochemical Company’s share price 
increased by 4.5% to SR 8.66.

Also, Maaden’s share price rose by 1.1% to SR 39.99. Maaden announced a SR 24 billion project to 
boost its phosphate capacity. Jabal Omar’s share price climbed by 7.2% to SR 75.00. Jabal Omar ended 
a contract with builder Saudi Binladin Group, settling an outstanding SR 196 million debt to Binladin 
by transferring to it ownership of units in a project. Bahri’s share price edged up by 0.8% to SR 42.24. 
Bahri signed a US$ 350 million Islamic ten-year financing deal to pay for the building of five oil tankers.

The Qatar Exchange registered a 1.7% rise in prices week-on-week, supported by higher oil prices 
following OPEC’s first agreement on output cuts since 2008. Industries Qatar’s share price surged by 
4.0% to QR 108.90. Oil drilling rig provider Gulf International Services’ share price jumped by 5.1% to 
QR 30.80. Commercial Bank of Qatar’s share price rose by 0.7% to QR 34.05. Commercial Bank of Qatar 
announced that it will cut its exposure to the property market and lend more to the public sector as it 
set out a five-year turnaround plan aimed at stemming a dismal earnings run.
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The UAE equity market saw a 0.9% increase in prices week-on-week. In Abu Dhabi, Etisalat’s share 
price surged by 5.7% to AED 18.65. ADCB’s share price rose by 3.3% to AED 6.20.  ADCB raised US$ 600 
million from a three-year syndicated loan. Union National Bank’s share price edged up by 0.4% to AED 
4.50. In Dubai, Union Properties’ share price jumped by 9.3% to AED 0.914. Emaar Properties’ share 
price closed 2.9% higher at AED 6.820. Masreqbank’s share price went up by 1.7% to AED 67.00. Emaar 
Malls’ share price increased by 1.2% to AED 2.600. ENBD’s share price went up by 2.3% to AED 8.080. 
ENBD raised its stake in Naeem holding to 5.04% from 4.9%.

The Egyptian Exchange posted shy price gains of 0.8% this week, with internationals remaining net 
buyers of Egyptian stocks following the Egyptian pound float and the IMF’s approval of a three-year 
US$ 12 billion loan facility. Citadel Capital’s share price surged by 4.1% to LE 1.01. Telecom Egypt’s 
share price went up by 0.7% to LE 9.97. Orange Egypt for Telecommunications’ share price jumped 
by 3.0% to LE 105.71.  Commercial International Bank’s share price increased by 3.1% to LE 69.51. 
Commercial International Bank sold a 72% stake in its investment banking arm, CI Capital, to Egyptian 
and Gulf investors. 
_____________________________________________________________________________
BOND MARKETS: REGIONAL BOND MARKETS REMAIN UNDER DOWNWARD PRICE 
PRESSURES, TRACKING US TREASURIES 

Regional fixed income markets remained under downward price pressures during this week, tracking 
US Treasuries declines, despite improved investor sentiment following OPEC’s first agreement on 
a production cut since 2008 and the resulting strong oil price rally. This was reflected by a 2.4% 
expansion in the Z-spread based Audi compiled MENA bond index.

In the Saudi credit space, sovereigns maturing in 2021, 2026 and 2046 registered price falls of 0.19 pt, 
0.56 pt and 2.13 pts respectively. Regarding new issues, the Islamic Development Bank issued US$ 
1.25 billion worth of Sukuk at 45 bps over midswaps. This compared to an initial pricing guidance 
in the 50 bps over midswaps area. In terms of the final allocation, 72% of Sukuk was allocated to the 
Middle East and North Africa region, 25% to Asia and 3% to Europe. Central banks and official agencies 
were allocated 90%, followed by 10% to banks. The joint lead managers and joint bookrunners were 
Boubyan Bank, Credit Agricole CIB, GIB Capital, J.P. Morgan, Mizuho Securities, National Bank of Abu 
Dhabi, NATIXIS, RHB Investment Bank Berhad and Standard Chartered Bank. 

As to plans for new issues, the Saudi Ministry of Finance announced that it would resume issuing local 
debt instruments in the coming fiscal year 2017. It is worth mentioning that the Saudi government has 
suspended its monthly issue of domestic bonds in October and November 2016, as a US$ 17.5 billion 
international bond issue in October helped easing pressures on State finances.

In the Omani credit space, sovereigns maturing in 2021 posted price gains of 0.25 pt, while Oman’26 
was down by 0.13 pt. The Central Bank of Oman announced plans to raise OMR 150 million (the 
equivalent of US$ 390 million) through the issuance of ten-year government development bonds at 
a coupon rate of 5.5%. 

In Dubai, sovereigns maturing in 2020 were down by 0.13 pt. Prices of DUGB’21 and ’22 retreated by 
0.25 pt each. DUGB’43 closed down by 0.75 pt. DEWA’18 and’20 posted price decreases of 0.13 pt each. 
DP World papers maturing between 2017 and 2037 registered price falls of 0.13 pt to 2.00 pts. Majid 
Al Futtaim’19, ’24 and ’25 saw price declines of up to 0.75 pt. Emaar’19 and ’26 were down by 0.13 pt 
and 0.25 pt respectively.

As to papers issued by financial institutions, prices of ENBD’17 and ’19 declined by 0.13 pt and 0.25 
pt respectively. Commercial Bank of Dubai’20 was down by 0.25 pt. DIB’17, ’20 and ’21 closed down 
by 0.13 pt, 0.25 pt and 0.38 pt respectively. As to credit ratings, Moody’s affirmed Dubai Islamic Bank 
PJSC’s “Baa1/Prime-2” issuer ratings and “ba3” Baseline Credit Assessment and adjusted BCA. Moody’s 
changed the outlook on the bank’s long-term issuer rating to “positive” from “stable”. Moody’s 
affirmation reflects DIB’s strong retail franchise that provides a stable deposit base, which underpins 
a strong funding and liquidity profile and improving capitalization and profitability metrics. These 
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strengths are however moderated by significant concentration risks coupled with challenges related 
to high growth. The change in outlook to “positive” from “stable” reflects Moody’s view that DIB would 
sustain improvements in asset quality and loan loss coverage levels.

In Abu Dhabi, sovereigns maturing in 2019 and 2026 were down by 0.13 pt each. Mubadala papers 
maturing between 2019 and 2023 posted price decreases ranging between 0.13 pt and 0.75 pt. 
Dolphin’19 and ’21 closed down by 0.38 pt and 0.50 pt respectively. Taqa papers maturing between 
2019 and 2036 saw price declines of 0.50 pt to 3.75 pts. As to papers issued by financial institutions, 
prices of FGB’19 and ’20 declined by 0.13 pt each. ADCB’19 (offering a coupon of 3%) was up by 0.13 
pt, while ADCB’19 (offering a coupon of 2.75%) closed down by 0.25 pt. ADIB Perpetual traded up by 
0.13 pt. Abu Dhabi Islamic Bank repaid its US$ 500 million Sukuk that was listed on the London Stock 
Exchange.

Finally, in the Egyptian credit space, sovereigns maturing in 2020, 2025 and 2040 saw price falls of 1.00 
pt, 1.63 pt and 1.25 pt respectively. Regarding plans for new issues, Egypt announced plans to issue a 
US$ 2.5 billion-3 billion Eurobond by mid-January 2017 and would seek to issue another international 
bond of a similar value by the second half of 2017. 
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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.


