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MENA MARKETS: WEEK OF OCTOBER 16 - OCTOBER 22, 2016

The MENA WEEKLY MONITOR

Economy___________________________________________________________________________
p.2 IMF STUDY FINDS MASSIVE AND PERSISTENT ECONOMIC COSTS TO MENA 
CONFLICTS
Large-scale conflicts are a major challenge for the MENA region, and given the significant political 
polarization, economic inequality, and rapid population growth in the region, these conflicts are unlikely 
to dissipate anytime soon, as per a recent IMF study.

Also in this issue
p.3 KSA and Qatar banks better placed than GCC peers to cope with asset quality deterioration, says 
Fitch 
p.4 Tightening liquidity to pose challenges to GCC economies, as per the CFA member societies
p.4 Qatar’s real GDP grows by 2.0% year-on-year in Q2 2016

Surveys___________________________________________________________________________
p.5 DECLINE IN OCCUPANCY RATES IN MOST MIDDLE EASTERN COUNTRIES DURING 
THE FIRST NINE MONTHS OF 2016, AS PER EY
Ernst & Young's recent report covering the first nine months of 2016 reveals that occupancy rates of four 
and five star hotels registered decreases from the previous year in most of the cities covered in the report.    

Also in this issue
p.6 Qatar tops regional peers in Institutional Investor’s country credit survey 
p.6 Middle Eastern investment banking fees reached US$ 580.7 million during the first nine months 
of   2016, as per Thomson Reuters  

Corporate News___________________________________________________________________________
p.7 TURKEY'S GUNAL CLOSE TO SECURING US$ 218 MILLION DUBAI PROJECT LOAN
Turkish contractor Gunal is close to securing a loan of around AED 800 million (US$ 217.8 million) for the 
building of a hotel and apartment complex in Dubai's Business Bay area. 

Also in this issue
p.7 UAE's Ajman Bank to finalize US$ 205 million Islamic syndicated loan 
p.7 Empower awards US$ 126.6 million contracts in 2016 
p.7 UAE’s Masdar signs PPA with Jordan's NEPCO for 200 MW solar plant  
p.8 UAE's ENOC to self-fund refinery expansion 
p.8 Qatargas signs five-year LNG sale and purchase agreement with Petronas LNG UK 

Markets In Brief___________________________________________________________________________
p.9 SHY PRICE DECLINES IN REGIONAL EQUITIES, BOND PRICES UP TRACKING US 
TREASURIES MOVE
Regional equity markets registered shy price declines this week, as reflected by a 0.3% drop in the S&P 
Pan Arab Composite Index, driven by some unfavorable and weaker-than-expected financial results. 
In contrast, MENA fixed income markets saw mostly upward price movements, as reflected by a 3.0% 
contraction in the Z-spread based Audi compiled MENA bond index, tracking rises in US Treasuries 
after the European Central Bank left its key rates and its bond-buying stimulus program unchanged.
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ECONOMY
______________________________________________________________________________
IMF STUDY FINDS MASSIVE AND PERSISTENT ECONOMIC COSTS TO MENA CONFLICTS

Large-scale conflicts are a major challenge for the MENA region, and given the significant political 
polarization, economic inequality, and rapid population growth in the region, these conflicts are unlikely 
to dissipate anytime soon, as per a recent IMF study. Intense conflicts and human displacement have had 
massive and persistent economic costs. Conflicts, in addition to tragic loss of life and physical destruction, 
have caused deep recessions, driven up inflation, worsened fiscal and financial positions, and damaged 
institutions. In addition, the harmful effects of the turmoil have spilled over into neighboring countries, 
into the broader MENA, and even other regions, notably Europe. To varying degrees, these countries face 
large numbers of refugees, weak confidence and security, and declining social cohesion that undermines 
the quality of institutions and their ability to undertake much-needed economic reforms.

Impacts also include trade disruptions, while declining investor and consumer confidence have hurt the 
entire MENA region. These would be major macroeconomic problems anywhere, but they are especially 
acute for a region beset for a long time by severe structural deficiencies, lack of investment, and, more 
recently, the substantial impact of falling oil prices on the oil-producing economies, as per the IMF.

The impacts of conflicts on growth and inflation are large, according to new quantitative analysis carried 
out using a large panel of 179 countries with annual data for 1970-2014. Regression analysis suggests that 
conflicts are associated with a reduction in GDP growth of 2% per year on average in all countries, and 
1.5% in MENA countries. Moreover, a vector auto-regression analysis simulating the impact of a conflict 
shock finds the impact over time for MENA countries to be particularly pronounced: GDP contracts by as 
much as 4% in the first year, against 2% or less for other emerging market economies and low-income 
countries. Inflation accelerates during years of conflict: on average, the consumer price index increases 
by 1.6% (2.3% in MENA). These findings are broadly consistent with the literature, while the IMF said it is 
important to note that these averages mask the large heterogeneity of conflict situations, including in 
the MENA region.

Conflict duration and intensity are important determinants of economic impact. Accounting for the 
duration of each conflict reveals that the adverse effects increase with the length of exposure to violence. 
After three years of conflict, MENA countries, on average, suffered GDP losses of between 6% and 15% 
(against 4% to 9% worldwide), while the cumulative effect on inflation rises to 4% to 6% (against 5% to 

CUMULATIVE GDP LOSS BY YEARS OF CONFLICT (% OF GDP LOSS DUE TO CONFLICT)*

Source: IMF
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8% worldwide). Moreover, the effects on GDP and inflation for more intense conflicts are many times 
stronger than for the average of all conflict types.

Conflict impacts spill over to neighbors. Countries bordering a high-intensity conflict zone recorded an 
average annual GDP decline of 1.4%. This effect was even more pronounced in the MENA region, where 
the average decline was in the order of 1.9%. Moreover, conflicts are associated with accelerated inflation 
in neighboring countries (by an average of 1.7% worldwide, and 2.8% in MENA).

With regards to economic policies mitigating the economic costs of conflicts and large refugee 
flows, the IMF said that recent MENA experience suggests that effective policy focuses on protecting 
economic institutions, prioritizing budget space to serve basic public needs, and using monetary 
and exchange rate policies to shore up confidence. Yet such policies are often difficult to implement, 
requiring unconventional measures. Once conflicts subside, successful rebuilding requires well-
functioning institutions and robust yet flexible macroeconomic frameworks to absorb capital inflows 
and maintain debt sustainability. Countries hosting refugees must make difficult decisions about access 
to labor markets and social programs, as well as measures for their own nationals who often struggle 
with poverty and unemployment. To help prevent future violence, countries across the region should 
accelerate inclusive growth reforms aimed at reducing inequality.

External partners, including the IMF, have supported countries’ efforts to contain the fallout. The top 
priority has been to scale-up humanitarian aid to meet the immediate needs of the people affected, 
both in conflict zones and in countries hosting large numbers of refugees. The second priority is on 
developmental aid to help rebuild infrastructure, and, more broadly, strengthen economic and social 
resilience across the MENA region. 
_____________________________________________________________________________
KSA AND QATAR BANKS BETTER PLACED THAN GCC PEERS TO COPE WITH ASSET QUALITY 
DETERIORATION, SAYS FITCH

According to a recent note by Fitch, banks in Saudi Arabia and Qatar are better placed than Gulf 
Cooperation Council (GCC) peers to cope with an eventual deterioration in asset quality brought about 
by a prolonged period of weak oil prices.

Fitch’s base case is that GDP would continue to grow in 2017 and 2018 across all GCC countries and 
the rating agency forecasts a gradual rise in oil prices to US$ 55 a barrel by 2018. Nevertheless, Fitch 
examined the impact of lower for longer oil prices on asset quality across the region and concluded that 
loss-absorption capacity in the Saudi banking sector ranks highest among GCC countries and that both 
Saudi Arabia and Qatar would continue to offer the soundest lending opportunities under that scenario, 
suggesting impaired loan ratios should increase more slowly in these countries than their peers. 

The operating environment is a positive ratings factor for banks in Saudi Arabia, Qatar and the UAE. In 
Fitch’s view, business opportunities are strongest in Saudi Arabia and the UAE, reflecting the countries' 
larger and more diversified economies. In Qatar, the rating agency is not expecting any significant cuts 
to government spending and numerous government-sponsored projects continue to provide profitable, 
low-risk, lending opportunities for banks. 

The rating agency’s loss-absorption capacity assessments hinge on three components. In the first 
instance, Fitch analyses existing loan-loss reserve coverage across GCC banking sectors to determine 
the extent to which excess reserves could be used to cover unexpected losses. Loan-loss reserves at 
Kuwaiti banks, for example, represented 260% of impaired loans at end-2015, the highest GCC coverage 
ratio, and the sector's excess reserves, which the rating agency define as all reserves exceeding 100% of 
existing impaired loans, were equivalent to 2.5% of total loans on a weighted average basis. This means 
that banks could maintain full coverage of impaired loans if impairments grew by this amount. 

Secondly, the rating agency analyses the ability of banks to build up capital internally from retained 
earnings. GCC banks are profitable, reflecting high interest margins and low costs, and are capable of 
generating pre-impairment profits equivalent to at least 2.5% of gross loans each year. This ratio is a high 
3.8% for Saudi banks, followed by 3.6% for UAE peers, signaling a strong ability to write new provisions, 
if required. 
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Lastly, Fitch looks at the existing amount of excess regulatory capital held by GCC banks. Saudi, UAE and 
Bahraini banks report regulatory capital ratios far higher than the minimum prudential requirements, 
with excess amounts respectively equivalent to 8.5% (Saudi Arabia) and 7% (the UAE and Bahrain) of 
gross loans. Regulators generally ask banks to hold extra capital buffers and the rating agency are not 
suggesting that GCC banks would operate at minimum capital levels, but it thinks some of the excess 
capital could be used to absorb unexpected credit losses if required. 
_____________________________________________________________________________
TIGHTENING LIQUIDITY TO POSE CHALLENGES TO GCC ECONOMIES, AS PER THE CFA 
MEMBER SOCIETIES

Tightening liquidity would continue to pose challenges to GCC economies, according to a study by the 
CFA member societies.

Shrinking government deposits would result in additional cuts to infrastructure projects in order to 
realign spending, and this would have negative short-term economic effects, as per the same source.

CFA societies in the region believe that reduced funds allocated to infrastructure projects would mean 
that the construction industry would be affected the most by the liquidity crunch. Private sector firms, 
particularly SMEs, would experience greater difficulty in raising capital as cost of capital would increase 
and banks are expected to become more selective in their lending patterns.

Moreover, investment professionals recognize that the current liquidity challenges have arisen because 
a decline in oil prices and lower government spending had a negative impact on bank balance sheets, 
asset prices, equities and credit growth.

Nonetheless, the recent stabilization of crude prices and increased cash flow from international investors 
through credit markets is offering GCC countries a hope of a rebound. Easing the current strains faced by 
the regional financial markets would raise market performance, according to the CFA member societies.
_____________________________________________________________________________
QATAR’S REAL GDP GROWS BY 2.0% YEAR-ON-YEAR IN Q2 2016

Qatar’s real GDP grew by 2.0% year-on-year in the second quarter of this year, as per the Ministry of 
Development Planning and Statistics.

It is worth noting that the country’s quarterly GDP grew by 2.5% in Q2 2016, driven by strong growth in 
financial and insurance activities, mining and quarrying and real estate activities. Qatar's GDP grew from 
QR 193.0 billion (US$ 53.0 billion) in the first quarter of 2016 to QR 197.8 billion (US$ 54.3 billion) in the 
second quarter of same year.

The real gross value added (GVA) of mining and quarrying sector in the Q2 of 2016 stood at QR 99.5 
billion (US$ 27.3 billion), showing a decrease of 1.2% over Q2 of 2015. 

The drop in the international price of crude oil and related goods led to a year-on-year decline in nominal 
GVA of this sector as it had happened in previous quarters of 2015 and 2016. However, oil and gas 
international prices recovered in Q2 of 2016 compared to Q1 of 2016, leading to the quarter on quarter 
increase in the nominal GVA of this sector. 

The real GVA of non-mining and quarrying sectors in Q2 of 2016, totaled QR 98.33 billion (US$ 27.01 
billion), reflecting a growth of 5.5% over the corresponding quarter (Q2 2015) GVA estimate. However, 
compared to the previous quarter (Q1 2016) revised estimate, there has been an increase of 1.6% in the 
GVA of this sector.
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SURVEYS
_____________________________________________________________________________
DECLINE IN OCCUPANCY RATES IN MOST MIDDLE EASTERN COUNTRIES DURING THE 
FIRST NINE MONTHS OF 2016, AS PER EY

Ernst & Young issued its Middle East Hotel Benchmark Survey covering the first nine months of 2016 
in which it revealed that occupancy rates of four and five star hotels registered decreases from the 
previous year in most of the cities covered in the report. It is worth noting that three cities reported 
higher occupancy levels in the first nine months of 2016, while two cities maintained a stable rate.

Within this context, the four and five star hotels’ occupancy rates decreased within nine of the 14 cities, 
with seven of them witnessing decreases of less than nine percentage points, while only Madina, and 
Kuwait registered a double-digit decrease of 14% and 10% respectively. Regarding the cities which 
reported increases in their occupancy rates, Cairo was on top of the list, increasing by 16%, followed 
by Ras al Khaimah and Manama which rose by 9.6% and 1% respectively. Dubai, Abu Dhabi and Jeddah 
were the three cities to report the highest occupancy rates in the region at 79% for the first and 76% for 
the other two respectively.

As to the average room rate, more than half the cities reported a decrease while six posted a yearly 
increase. The most significant decrease was seen in Beirut with 16.7% and an average room rate of US$ 
138 during the first nine months of 2016, while the weakest decrease was witnessed in Ras al Khaimah 
with 2.5% to register US$ 156. On the other hand, Egypt’s Cairo continued to witness the most significant 
increase registering 14.7%, with an average room rate of US$ 129 during the first nine months of 2016.  
Furthermore, Jeddah and Makkah were the two cities to post the highest room rate recording US$ 295 
and US$ 294 respectively probably driven by the Eid al Adha holiday. 

Accordingly, weaker rooms’ yields were reported in most cities within the region in the first nine months 
of 2016, with only two cities reporting an increase. Indeed, the highest decrease was reported in Doha 
(18.4%), followed by Riyadh (18.3%). Meanwhile, the highest rise was registered by Cairo (51.8%).

ERNST & YOUNG MIDDLE EAST HOTEL BENCHMARK SURVEY (FIRST NINE MONTHS)

Sources: Ernst & Young, Bank Audi's Group Research Department
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_____________________________________________________________________________
QATAR TOPS REGIONAL PEERS IN INSTITUTIONAL INVESTOR’S COUNTRY CREDIT SURVEY

Institutional Investor magazine issued its bi-annual survey in which it ranked Qatar 25th out of 179 
countries globally and first out of 17 countries regionally in terms of creditworthiness. Sudan was at the 
lower end of the regional scale ranking 175th globally.

Country credit ratings are based on information provided by senior economists and sovereign-risk 
analysts. The respondents have graded each country on a scale from 0 to 100, with 100 representing the 
least likelihood of default.

A look at the scores showed that on a yearly basis, eight countries in the region recorded an improvement 
in their scores with Jordan witnessing the annual highest rise of 2.8 points to 41.5, followed by Yemen 
with 2.1 points to 17.5. On the other hand, eight countries posted a regression in their scores with Algeria 
posting the highest contraction of 4.3 points to 46.6, followed by Oman with a contraction of 4.1 points 
to 62.2.

It is worth noting that the top six countries within the MENA region were again members of the Gulf 
Cooperation Council. However, the rankings of five member countries regressed from March 2016 with 
positions falling globally, namely Kuwait (-2) and Saudi Arabia (-1). 

On the other hand, Qatar maintained its position, while ranks of eight other countries improved, most 
notably those of Iraq (+7), the UAE and Lebanon (+3).
_____________________________________________________________________________
MIDDLE EASTERN INVESTMENT BANKING FEES REACHED US$ 580.7 MILLION DURING 
THE FIRST NINE MONTHS OF 2016, AS PER THOMSON REUTERS

According to the quarterly investment banking analysis for the Middle East region released by Thomson 
Reuters, Middle Eastern investment banking fees reached US$ 580.7 million during the first nine months 
of 2016 and increased by 11% compared to fees recorded during the same period in 2015.

Equity capital markets underwriting fees declined by 64% to US$ 29.1 million, marking the slowest first 
nine-month period since 2009, while debt capital markets fees increased by 64% to US$ 83.2 million, 
as per the report. Syndicated lending fees accounted for 53% of the overall Middle Eastern investment 
banking fee pool, the highest first nine months’ share since 2002.

Completed M&A advisory fees accounted for 27% of fees in the region while debt and equity capital 
markets underwriting fees accounted for a combined 19%. Powered by syndicated lending fees, 
Mitsubishi UFJ Financial Group earned the most investment banking fees in the Middle East during the 
first nine months of 2016, a total of US$ 36.5 million for a 6.3% share of the total fee pool, as per the report.

According to the report, Rothschild topped the completed M&A fee rankings with 12.9% of advisory fees 
while HSBC was first for DCM underwriting, up from second place a year ago. ECM underwriting was led 
by Samba capital with US$ 13 million in ECM fees, or 45% share.  Mitsubishi UFJ Financial Group took the 
top spot in the Middle Eastern syndicated loans fee ranking with US$ 32.2 million in fees for 10.4% of the 
market. 

As for M&A deals, the US$ 14.1 billion merger of National Bank of Abu Dhabi and First Gulf Bank was 
the largest deal to be announced in the region so far this year, as per the report. It is actually the largest 
domestic Middle Eastern deal of all time. Boosted by this deal, domestic and inter-Middle Eastern M&A 
increased by 149% year-on-year to US$ 20.5 billion. Outbound M&A activity fell by 24% from the first nine 
months of 2015 to reach US$ 11.4 billion. 

According to the report, overseas acquisitions from Qatar accounted for 41% of Middle Eastern outbound 
M&A activity while acquisitions by companies based in Saudi Arabia and the UAE accounted for 34% and 
11%, respectively. Inbound M&A fell 53% to $2.2 billion, as per the report. Financials was the most active 
sector accounting for 45% of Middle Eastern involvement M&A, followed by Technology and Real Estate.
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 CORPORATE NEWS
_____________________________________________________________________________
TURKEY'S GUNAL CLOSE TO SECURING US$ 218 MILLION DUBAI PROJECT LOAN

Turkish contractor Gunal is close to securing a loan of around AED 800 million (US$ 217.8 million) for the 
building of a hotel and apartment complex in Dubai's Business Bay area.

Abu Dhabi Commercial Bank is arranging the six-year syndicated loan noting that Gunal is keen to close 
the deal by the first week of November. 

Gunal was among the contractors awarded a contract in 2013 to build the first phase of an extension of 
the Dubai Canal, a three-kilometers stretch of waterway between Dubai's Business Bay and the coast. 

Business Bay is a high-rise district between the canal and Dubai's downtown area, home to the world's 
tallest building, the Burj Khalifa.
_____________________________________________________________________________
UAE'S AJMAN BANK TO FINALIZE US$ 205 MILLION ISLAMIC SYNDICATED LOAN

Ajman Bank, a United Arab Emirates-based Sharia-compliant lender, is raising a US$ 205 million Islamic 
syndicated loan.

The loan, which has a two-year maturity and a Murabaha format, would be completed imminently.

The loan is backed by lenders including Noor Bank (which is investment agent and book runner) and 
Dubai Islamic Bank. 

Ajman Bank raised US$ 155 million through another two-year Murabaha loan in March last year and an 
additional US$ 200 million three-year syndicated Islamic debt facility in January 2015.
_____________________________________________________________________________
EMPOWER AWARDS US$ 126.6 MILLION CONTRACTS IN 2016

Empower, the Emirates Central Cooling Systems Corporation, signed 42 contracts worth AED 465 million 
(US$ 126.6 million) in the first three quarters of 2016.

The contracts included establishment, expansion and development of services, in response to higher 
demand and to further enhance the quality of district cooling services provided by Empower, as per the 
company’s CEO. 

There is still great potential for the expansion of district cooling network in Dubai, and it would be 
imperative to create the reliable infrastructure that would meet the growing demand and customer 
base, as per the same source.

Some of the contracts signed by Empower included professional consultancy for full design, engineering, 
contract administration and construction supervision as well as managing the company’s plant in 
TECOM C.
_____________________________________________________________________________
UAE’S MASDAR SIGNS PPA WITH JORDAN'S NEPCO FOR 200 MW SOLAR PLANT

Masdar, a clean energy developer based in Abu Dhabi, UAE, signed a power purchase agreement (PPA) 
with Jordan’s National Electric Power Company (NEPCO) for its 200 MW solar plant, which is currently 
under construction in the country. 

The large-scale solar farm would be the biggest single solar installation in Jordan once complete, and 
would be owned and operated by Masdar, connecting to the Al Muwaqqar substation close to Jordan’s 
capital, Amman. 
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NEPCO began to process bidding offers for the first three tenders issued as part of its Green Corridor 
project, which aims to enhance the capacity of the electricity transmission network in the south of the 
country. 

This project is expected to play a vital role in helping Jordan develop a renewable energy footprint, 
enabling the development of solar and wind projects in the south to send energy northwards. 

Masdar invests in and develops renewable energy and sustainable technology projects in the United Arab 
Emirates and internationally. The company provides renewable energy development services, including 
consulting, sustainable urban development, clean technology investment, research and development  
and sustainable procurement and supply chain consulting. It also operates a graduate-level university 
that focuses on advanced energy and sustainable technologies and a private equity/venture capital firm 
that has late-stage venture/growth equity investment vehicles.
______________________________________________________________________________
UAE'S ENOC TO SELF-FUND REFINERY EXPANSION

Emirates National Oil Co. (ENOC) decided it would self-finance the US$ 1 billion expansion of its Jebel 
Ali oil refinery, having talked with regional and international banks about a potential loan, as per the 
company’s CFO.

State-owned ENOC plans to expand the refinery by 50%, aiming to start commercial production in 2019.
The company was in talks with relationship banks earlier this year for a US dollar debt facility.

But the plan to raise debt financing on a project basis has been shelved for the time being because of the 
company's existing liquidity and projected cash flow, which allows it to back the refinery project without 
raising external debt.

ENOC awarded Technip the engineering, procurement and construction (ECP) contract for the processing 
unit in September. On completion, the expansion would increase ENOC's refining capacity by 70 Mbpd.

Emirates National Oil Company Ltd operates as an integrated oil and gas company. The company 
provides supply, trading, and processing of oil and gas, operation of fuel terminals for storage of various 
petroleum, chemical products and retail of fuel and non-fuel services at retail stations.
______________________________________________________________________________
QATARGAS SIGNS FIVE-YEAR LNG SALE AND PURCHASE AGREEMENT WITH PETRONAS 
LNG UK

Qatargas signed a five-year sales and purchase agreement with Petronas LNG UK on expanding a 
strategic import deal to Europe in the face of a looming global glut of gas supplies.

Under the agreement, Qatargas would deliver 1.1 million tons of liquefied natural gas (LNG) per year to 
the UK-based venture until December 31, 2023, extending a current five-year contract that was due to 
expire on December 31, 2018.

Qatargas is looking to Britain and the Netherlands in an effort to weather an impending global gas glut 
through expanding import deals into Europe's most liquid markets.

Petronas UK is a subsidiary of Petronas, the national oil and gas company of Malaysia.

The LNG would be supplied from Qatargas 4, a joint venture between Qatar Petroleum and Shell and 
would be delivered to Dragon LNG terminal at Milford Haven in the United Kingdom. 
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EQUITY MARKETS INDICATORS (OCTOBER 16, 2016 TILL OCTOBER 22, 2016)

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

CAPITAL MARKETS
_____________________________________________________________________________
EQUITY MARKETS: SHY PRICE DECREASES IN REGIONAL EQUITIES DURING EARNINGS 
SEASON

Regional equity markets registered shy price declines this week, as reflected by a 0.3% decrease in 
the S&P Pan Arab Composite Index, driven by some unfavorable or weaker-than-expected financial 
results.

The heavyweight Saudi Tadawul posted a 0.5% fall in prices week-on-week, mainly dragged by some 
unfavorable or lower-than-expected financial results. NCB’s share price dropped by 1.8% to SR 35.26. 
NCB announced 2016 third quarter net profits of SR 1.96 billion, down by 1.6% relative to the same 
period of 2015, and falling short of analysts’ estimates. SABIC’s share price retreated by 0.7% to SR 
83.83. SABIC reported a 6.8% year-on-year decline in its 2016 third quarter net profits to reach SR 5.2 
billion. Sahara Petrochemical Company’s share price shed 4.5% to SR 10.29. The company posted a 
13.0% year-on-year fall in its 2016 third quarter net profits to reach SR 105 million. Petro Rabigh’s share 
price plummeted by 12.1% to SR 8.79. Petro Rabigh posted a narrowing loss of SR 217 million during 
the third quarter of 2016 as compared to a loss of SR 460 million a year earlier. Savola Group’s share 
price closed 0.9% lower at SR 29.70. Savola Group posted net profits of SR 513 million during the first 
nine months of 2016, a decrease of 60% year-on-year. Eastern Province Cement Company’s share price 
tumbled by 10.2% to SR 22.00. EPCCO posted net profits of SR 180 million in the first nine months of 
2016, a decrease of 26% year-on-year. Emaar the Economic City’s share price fell by 5.5% to SR 12.36. 
Emaar EC reported 2016 third quarter net loss of SR 81 million versus net profits of SR 8 million a year 
earlier.

The UAE equity markets posted a 0.8% retreat in prices week-on-week on reduced investor sentiment 
ahead of the release of financial results and given some lower-than-expected third quarter net profits. 
EFG-Hermes estimates that net profits of nine UAE banks it tracks will on aggregate fall by 6% year-
on-year during the third quarter of 2016 as revenues slow and reserve to cover bad debt rise. Emirates 
NBD’s share price declined by 1.7% to AED 7.90. Emirates NBD posted net profits of AED 1.7 billion 
during the third quarter of 2016, nearly unchanged from the value registered in the same period a 
year earlier, yet missing analysts’ estimates. ADCB’s share price dropped by 1.8% to AED 6.11. ADCB 
reported 2016 third quarter net profits of AED 999 million, down by 17% relative to the same quarter 
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of 2015. ADIB’s share price went down by 1.4% to AED 3.48. NBAD’s share price fell by 3.8% to AED 
8.34. Ajman Bank’s share price retreated by 0.7% to AED 1.450.

In contrast, the Qatar Exchange registered shy price gains of 0.2% week-week amid mixed financial 
results. 14 out of 44 listed stocks posted price gains, while 30 stocks recorded price falls. QNB’s share 
price surged by 4.3% to reach QR 161.60. QNB posted 2016 third quarter net profits of QR 3.41 billion 
as compared to net profits of QR 3.13 billion a year earlier. Qatar Islamic Bank’s share price increased by 
2.5% to QR 106.60. Qatar Islamic Bank reported net profits of QR 550.0 million during the third quarter 
of 2016 as compared to net profits of QR 515.2 million in the same period of last year. In contrast, Al 
Khaliji’s share price shed 2.2% to QR 17.70. Al Khaliji reported net profits of QR 425 million during the 
first nine months of 2016, down by 9% from the same period of last year. Masraf Al Rayan’s share price 
retreated by 0.7% to QR 35.00. Masraf Al Rayan posted 2016 third quarter net profits of QR 509 million, 
down by 1.3% relative to the same period of last year. Commercial Bank of Qatar’s share price dropped 
by 5.4% to QR 37.00. Commercial Bank of Qatar made a net loss of QR 1.0 million in the third quarter of 
2016, compared to net profits of QR 275.9 million in the same period of last year. 
_____________________________________________________________________________
BOND MARKETS: MOSTLY UPWARD PRICE MOVEMENTS ACROSS REGIONAL FIXED 
INCOME MARKETS

MENA fixed income markets saw mostly upward price movements this week, as reflected by a 3.0% 
contraction in the Z-spread based Audi compiled MENA bond index, tracking rises in US Treasuries 
after the European Central Bank left its key interest rates and its bond-buying stimulus program 
unchanged.

In the Saudi credit space, Saudi Arabia raised US$ 17.5 billion in the biggest ever bond sale in emerging 
markets, as the government sold Dollar-denominated bonds due in five years yielding 135 basis points 
more than similar maturity US Treasuries, 10-year notes at a spread of 165 basis points and 30-year 
securities at a spread of 210 basis points. The Kingdom raised US$ 5.5 billion in each of the five and 10-
year bonds and US$ 6.5 billion in 30-year debt. The total order book size reached US$ 67 billion. Fitch 
assigned Saudi Arabia’s 2021 senior unsecured notes (2.375%), 2026 senior unsecured notes (3.25%) 
and 2046 notes (4.5%) a final rating of “AA-”. The rating is in line with Saudi Arabia’s long-term foreign 
currency Issuer default Rating which was affirmed at “AA-” with a “negative” outlook. SECO papers 
maturing in 2022, 2023, 2024, 2043 and 2044 registered weekly price gains of 1.00 pt to 6.25 pts.

In Abu Dhabi, sovereigns maturing in 2019, 2021 and 2026 registered weekly price increases of 0.13 
pt, 0.25 pt and 0.44 pt respectively. Prices of Mubadala’21 and ’23 rose by 0.25 pt each. Mubadala’22 
was up by 0.13 pt. Taqa papers maturing between 2019 and 2036 posted price gains of 0.50 pt to 1.25 
pt. Amongst financials, ADIB Perpetual traded up by 0.25 pt. Prices of FGB’19 and ’20 went up by 0.13 
pt each.

In Dubai, sovereigns maturing between 2020 and 2043 saw weekly price increases of 0.13 pt to 2.00 
pts. DP World’23 and ’37 were up by 0.50 pt and 1.13 pt respectively. Prices of Emirates Airline’23 and 
’25 rose by 0.25 pt and 0.50 pt respectively. Majid Al Futtaim’19, ’24 and ’25 closed up by 0.19 pt, 0.81 
pt and 0.25 pt respectively. As to papers issued by financial institutions, Commercial Bank of Dubai’18 
and ’20 were up by 0.25 pt and 0.13 pt respectively. ENBD’23 closed up by 0.25 pt. Within this context, 
it is worth mentioning that Moody’s outlook for the UAE banking system remains “stable”, reflecting 
the rating agency’s view that resilient capital and liquidity buffers would help to protect banks’ credit 
profiles despite the continued economic slowdown.

In the Kuwaiti credit space, KIPCO’19 and ’23 closed up by 0.38 pt and 0.31 pt respectively week-on-
week, while KIPCO’20 was down by 0.25 pt. As to new issues, Ahli United Bank KSCP concluded the 
subscription of its issue of a US$ 200 million perpetual additional Tier 1 Sukuk.

In the Qatari credit space, sovereigns maturing in 2017 and 2021 were up by 0.13 pt and 0.44 pt 
respectively over the week. Sovereigns maturing between 2023 and 2046 registered price gains of 
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up to 1.88 pt. Qtel’19, ’23, ’26, ’28 and ’43 posted price rises of 0.13 pt to 0.25 pt. Amongst financials, 
Commercial Bank of Qatar’19 (offering a coupon of 2.875%) and ’19 (offering a coupon of 7.5%) traded 
up by 0.38 pt each. Prices of QNB’20 and ’21 rose by 0.25 pt and 0.13 pt respectively.

Finally, in the Egyptian space, sovereigns maturing in 2020 and 2025 posted weekly price increases 
of 0.63 pt and 0.75 pt respectively, while sovereigns maturing in 2040 were down by 0.50 pt. Egypt 
announced that it has succeeded in securing 60% of the US$ 6 billion in financing required to receive a 
loan from the IMF. Egypt and the IMF reached a staff-level agreement in mid-August on a US$ 12 billion 
fund facility over three years, which is awaiting approval from the Fund's Executive Board.
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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.


