
1Week 04  January 22 - January 28, 2017

JANUARY 22 - JANUARY 28, 2017

WEEK 04

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

CONTACTS

RESEARCH

Treasury & Capital Markets

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

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

Private Banking

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

Corporate Banking

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

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

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

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

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

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

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

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

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

MENA MARKETS: WEEK OF JANUARY 22 - JANUARY 28, 2017

The MENA WEEKLY MONITOR

Economy___________________________________________________________________________
p.2 HSBC SAYS OIL PRICE GAINS AND BALANCE SHEET STRENGTH HAVE PUT A 
FLOOR UNDER MIDDLE EAST ECONOMIC OUTLOOK
Oil price gains and balance sheet strength have put a floor under the Middle East’s economic outlook but 
prices are still too weak to trigger recovery or offset the need for structural reform, as per HSBC. 

Also in this issue
p.3 GCC weak economic environment to continue weighing on financial profiles of banks in 2017  
 and 2018, as per S&P
p.4 Higher oil price forecasts to raise GCC oil revenues by only 7% in 2017, says EFG Hermes
p.4 Recovery in oil price and strong expansion in non-hydrocarbons to help Qatar effectively   
 manage the future interest rate hikes, says QIF
p.4 Dubai to award 47 construction contracts worth US$ 3 billion to host the 2020 World Expo

Surveys___________________________________________________________________________
p.5 TUNISIA TOPS MENA COUNTRIES AGAIN IN EIU’S DEMOCRACY INDEX 2016 
The Economist Intelligence Unit (EIU) has recently published "The Democracy Index 2016: Revenge of the 
deplorables ", where Tunisia tops MENA countries in EIU's Democracy Index 2016.       

Also in this issue
p.6 UAE credit demand eased slightly but seems to have stabilized in Q4 2016, as per Central Bank 
p.6 MENA power consumption growth to surge, as per BMI 

Corporate News___________________________________________________________________________
p.7 PETROLEUM DEVELOPMENT OMAN BOOSTS DUQM WITH US$ 1.2 BILLION PIPE 
SUPPLY CONTRACT 
PDO signed a US$ 1.2 billion contract to supply piping for its drilling operations through Duqm.   

Also in this issue
p.7 Saudi Aramco to weigh up to US$ 5 billion of renewable deals
p.7 Abu Dhabi's NMDC was awarded US$ 316 million contract for LNG port in India
p.8 Algerian firm signs US$ 300 million farming deal with US group
p.8 Saudi Telecom to buy Atheeb's mobile towers 
p.8 ADIB and AAIB act as lead arrangers for US$ 88.5 million facility

Markets In Brief___________________________________________________________________________
p.9 HEALTHY PRICE GAINS IN EQUITIES, TWO-WAY FLOWS IN BOND MARKETS
Regional equity markets continued to follow an upward trajectory this week, as reflected by a 2.7% rise 
in the S&P Pan Arab Composite Index, mainly supported by some favorable financial results on the Saudi 
Tadawul and the Qatar Exchange, and on reduced concerns over the capital gains tax on the Egyptian 
Exchange. In parallel, regional fixed income markets saw mixed price movements, with GCC low beta 
names trading at relatively tight levels and registering healthy price gains, mainly due to the re-investment 
of US$ 2 billion Qatari sovereigns that have recently matured, while some other papers posted some price 
declines, tracking US Treasuries move.
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ECONOMY
_____________________________________________________________________________
HSBC SAYS OIL PRICE GAINS AND BALANCE SHEET STRENGTH HAVE PUT A FLOOR UNDER 
MIDDLE EAST ECONOMIC OUTLOOK

Oil price gains coupled with balance sheet strength have put a floor under the Middle East’s economic 
outlook but prices are still too weak to trigger recovery or offset the need for structural reform in a region 
held back by fiscal austerity, rising rates, currency strength and political uncertainty, as per the latest 
HSBC CEEMEA outlook.

HSBC expects the improved prospects for oil price stability to bolster private and public sentiment, 
allowing policymakers and corporates to plan more effectively than was the case when the energy price 
outlook was less certain. HSBC is also optimistic that with energy prices still far below their boom-time 
highs, the recent gains will not derail economic reform programs that have gained in substance in recent 
months, particularly in Saudi Arabia. The stronger outlook for oil prices also puts a cap on the region’s 
likely public sector borrowing needs, potentially boosting market readiness to fund the large shortfalls 
that the Gulf continues to face, particularly where evidence of fiscal adjustment is clear. A floor to the oil 
price should also dampen fears that the region’s economies might be forced to devalue their currencies 
and abandon their long-standing dollar-peg FX regimes. The impact of the higher prices on oil receipts 
is set to be softened by the reduction in production required to sustain it, as well as continued gains in 
domestic demand.

With the deficits still large, Gulf governments will be required to push ahead with corrective fiscal 
adjustment measures, despite the improved outlook for oil prices. Some of these adjustments will be 
delivered through measures designed to boost non-oil revenues that on average have generated just 
8% of fiscal receipts (around 3% of GDP) over the last five years, as per HSBC. Measures are welcome steps 
toward rebalancing but much remains to be done, as per the report. Expenditure increased four-fold 
during the oil boom, funded by three-digit oil prices. To undo the excesses now exposed by the 50% drop 
in oil receipts is a multi-year process. Even allowing for significant fiscal reform and a pick-up in oil prices, 
HSBC expects all Gulf governments to remain in deficit this year, with the total shortfall likely to stand at 
around US$ 175 billion.

Whatever its limits, HSBC expects the ongoing fiscal rebalancing process to be a major headwind to 
economic growth as lower spending and higher fees and taxes weigh on investment and consumption 
from the public and private sector. This fiscal dynamic will also weigh on liquidity as the contraction 
in public sector spending slows growth in money supply and large budget deficits mean government 

GCC OIL REVENUES

Source: HSBC
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deposit growth remains weak. The region’s still substantial public sector borrowing requirement will 
also see governments continue to issue debt into the domestic market, adding to the liquidity squeeze 
and putting upward pressure on interest rates.

In addition to the impact of the funding squeeze, the region’s central banks are also set to increase policy 
rates over the coming two years. Although weakening growth and low inflation arguably call for policy 
loosening, the importance of safeguarding the credibility of their dollar pegs while maintaining an 
open capital account saw the Gulf states hike with the Fed in December 2015 and December 2016. HSBC 
expects regional policy rates to increase by at least 50 bps during 2017 as the Fed continues to tighten.

The continued currency strength will dampen the impact of the terms of trade shock, maintaining 
purchasing power and keeping inflation low, but it will do so at a cost. Reserves will continue to be 
depleted as the fixed peg delays the rebalancing of the region’s external accounts. More immediately, 
the strength of the currency will undermine efforts to draw in foreign direct investment and to boost 
non-oil exports. The appreciation of the currency also means that domestic producers face ever stiffer 
competition from imported goods and local labor appears expensive against expatriate staff, as per 
HSBC.
_____________________________________________________________________________
GCC WEAK ECONOMIC ENVIRONMENT TO CONTINUE WEIGHING ON FINANCIAL PROFILES 
OF BANKS IN 2017 AND 2018

The weak economic environment would continue weighing on the financial profiles of banks in the Gulf 
Cooperation Council (GCC) countries in 2017 and 2018, according to Standard & Poor’s. 

The end of the commodities super-cycle resulted in a significant decline in the economic prospects 
of the GCC region, implying lower growth opportunities for its banking systems and deteriorating 
liquidity. The end of the commodities boom also increased the pressure on GCC banks' asset quality and 
profitability indicators. While S&P expects to see further weakening in some of these indicators in 2017-
2018, the rating agency thinks that GCC banks have built sufficient buffers to make the overall impact on 
their financial profiles manageable.

Rated banks in the GCC continued to display good asset quality indicators, profitability, and capitalization 
in 2016 by global standards, albeit with signs of deterioration from 2015. Over the past year, Standard 
& Poor’s took several negative rating actions on banks in the GCC. Most of these were concentrated in 
Bahrain, Oman, and Saudi Arabia. While S&P took a few negative rating actions in other GCC countries, 
these were primarily for idiosyncratic reasons. Overall, 31% of S&P’s rated banks in the GCC have 
“negative” outlooks or are on CreditWatch with negative implications.

S&P forecasted unweighted average economic growth for the six GCC countries at 2.2% in 2017 and 
2.5% in 2018. Growth in lending to the private sector halved to 5% on average as of September 30, 2016, 
compared with 10% in 2015. In 2017-2018, the rating agency expects this situation to continue as the 
government's policy response to lower oil prices continues to take the form of spending cuts and the 
postponement of infrastructure projects.

GCC banks remain well entrenched in their real economies. The less-supportive economic environment 
leads the rating agency to think that a downward trend of asset quality indicators started. As of  September 
30, 2016, these indicators plateaued for the GCC banks in S&P’s sample, and the rating agency foresees 
deterioration in 2017-2018. Standard & Poor’s expects the downward trend to last for at least two years, 
barring any unexpected increase in hydrocarbons prices. On a positive note, some regulators either have 
updated or plan to update their bankruptcy laws to make them friendlier for creditors, with the objective 
of encouraging restructuring for viable businesses. 

Growth in customer deposits slowed to 2.4% in the first nine months of 2016, compared to 5.4% in 2015, 
for banks in the GCC. However, Kuwait is an outlier among the GCC countries, as the growth of deposits 
for banks there was similar to 2015. S&P expects the trend of slowing customer deposits growth to 
continue in 2017 and 2018. 
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Last but not least, after a slight decline in the first nine months of 2016, S&P anticipates that GCC banks' 
profitability would continue to deteriorate in 2017 and 2018. The rating agency expects revenue growth 
to decelerate and banks to focus on improving their cost bases.
_____________________________________________________________________________
HIGHER OIL PRICE FORECASTS TO RAISE GCC OIL REVENUES BY ONLY 7%, SAYS EFG 
HERMES

EFG Hermes raised its oil price forecasts to US$ 55/bbl for 2017 and US$ 60/bbl for 2018 (up from US$ 50/
bbl and US$ 55/bbl, respectively), with the latter to increase GCC oil revenues by only 7% in 2017. The 
upgrade mainly stems from growing signs of compliance with the November OPEC production cuts. KSA 
claims it cut production by more than its target with Kuwait, the UAE, and Russia following suit. 

The recovery in oil since December provided some relief to fiscal pressures, as prices clearly bottomed 
out in 2016, thus allowing governments to gradually increase spending. EFG Hermes estimates that the 
higher prices would increase 2017 oil revenues by US$ 17 billion, with most budget break-even oil prices 
still higher than market prices leaving all fiscal balances save Kuwait in the red in 2017. 

As such, EFG Hermes expects GCC governments to continue their fiscal consolidation as they adjust 
budgets and economies to lower oil prices for longer. Planned fiscal measures for 2017 in all countries 
include excise taxes on tobacco, and sugary/energy drinks, in addition to sustained cuts on low-priority 
current expenditures. Most governments are also pushing ahead with plans to boost other non-oil 
revenues, though income taxes, for corporates and individuals. Higher fees would be led by the new 
expat levy in KSA, to be introduced in July 2017. EFG Hermes also expects more subsidy cuts in Saudi 
Arabia and Oman.
_____________________________________________________________________________
RECOVERY IN OIL PRICE AND STRONG EXPANSION IN NON-HYDROCARBONS TO HELP 
QATAR EFFECTIVELY MANAGE THE FUTURE INTEREST RATE HIKES, SAYS QIF

The recovery in oil price and a strong expansion in non-hydrocarbons should help Qatar effectively 
manage the future interest rate hikes, helping the country's economic growth to pick up this year, 
according to a Qatar Investment Fund (QIF) report.

The QIF report said Qatari banks are expected to witness higher credit growth led by upcoming projects 
related to the FIFA 2022 World Cup and the Qatar National Vision 2030. At the same time, banks are 
also expecting liquidity conditions to ease on higher government revenue due to the rise in oil prices. 
Qatar Central Bank data shows that banks in the country are in good shape, with credit up by 12.1% and 
deposits up by 11.8% by the end of December 2016, as per QIF.

Moreover, the report added that the current positive outlook for the oil market and efficiency in current 
expenditure would help control the fiscal deficit. Infrastructure spending should continue to fuel non-
hydrocarbon growth and attract new expatriate workers, supporting domestic consumption.
_____________________________________________________________________________
DUBAI TO AWARD 47 CONSTRUCTION CONTRACTS WORTH US$ 3 BILLION TO HOST THE 
2020 WORLD EXPO

Dubai plans to award 47 construction contracts worth AED 11 billion (US$ 3 billion) to local and foreign 
companies this year as it prepares to host the 2020 World Expo. That would leave Dubai on track to 
complete most construction a year before the fair opens in October 2020, as per Expo 2020 Dubai. It is 
worth noting that deals worth over AED 2.0 billion (US$ 0.5 billion) were done last year.

Development of the expo site, which the government expects to require US$ 6.8 billion of capital 
spending, is one of the biggest projects in Dubai's history and would help to open up a new district in 
the south of the wealthy emirate. Spending would be funded through a combination of equity from the 
government and debt backed by other nations' export credit agencies. HSBC estimated overall expo-
related spending, including private sector projects, to reach US$ 18.3 billion. Moreover, the expo would 
attract around 25 million visits during the six months it is open.
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SURVEYS
_____________________________________________________________________________
TUNISIA TOPS MENA COUNTRIES AGAIN IN EIU’S DEMOCRACY INDEX 2016

The Economist Intelligence Unit (EIU) has recently published "The Democracy Index 2016: Revenge of the 
deplorables ". According to the index, Tunisia topped 18 MENA countries included in the rankings, while 
Syria lagged behind.

The EIU’s Democracy Index provides a snapshot of the state of democracy worldwide for 167 independent 
states and two territories, covering almost the entire population of the world. The Democracy Index is 
based on five categories: electoral process and pluralism, civil liberties, the functioning of government, 
political participation and political culture. This year’s report reflects the situation in 2016.

For the MENA region, 2016 was on the whole a year of political stagnation. Few countries made strides 
to foster democratic practices, and several slid further towards greater authoritarianism. Stagnation has 
taken hold in a host of Arab states, including Sudan, Syria and the Gulf monarchies, as per the report.

According to the report, scores remained largely stable in countries with long-established autocratic 
policies, such as the Gulf Arab states, where absolute monarchies have maintained their hegemony over 
decision-making. Contrary to this pattern, however, Saudi Arabia and Oman, which are typically ranked 
low in the Democracy Index, have improved in the global ranking. Nonetheless, even in these cases, the 
change in ranking was driven by the setbacks in other rather than positive developments at home.

According to the report, marginal improvements were seen in Egypt, Morocco and Iran. In Egypt, another 
focal point of the Arab Spring, mixed developments meant that the country’s standing in the Democracy 
Index has improved slightly in 2016, by one position to 133rd. The main positive development was the 
inauguration of an elected parliament in January 2016, although this was offset by the government’s 
continued crackdown on political opponents and civil society groups, as per the EIU. Elsewhere in North 
Africa, Morocco’s ranking improved by two places to 105th (although it remains a “hybrid regime”) thanks 
to the October 2016 parliamentary election, which improved female representation in the legislature.  

EIU DEMOCRACY INDEX RANKINGS 2016

Sources: The Economist Intelligence Unit, Bank Audi's Group Research Department
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_____________________________________________________________________________
UAE CREDIT DEMAND EASED SLIGHTLY BUT SEEMS TO HAVE STABILIZED IN Q4 2016, AS 
PER CENTRAL BANK

The December fourth quarter “Credit Sentiment Survey” revealed a modest easing in overall credit 
appetite for both business and personal loan. Following a downward trend since Q1 2016, demand for 
both business and personal credit appears to have stabilized, partially reflecting the recovery of the oil 
price.

According to the report, demand for business credit has softened modestly in the December quarter. 
This is the first time the demand for business loans remained in the negative territory for two quarters 
in a row. 

By loan type, the softening in credit demand was most evident in SME and Non-Resident. Survey results 
also revealed further tightening in credit standards, suggesting a higher degree of risk aversion in 
extending loans, especially to SMEs, as per the report.

According to the report, the latter was evident in the reported tightening of credit standards pertaining 
to all the terms and conditions. For the March quarter, survey respondents were optimistic and expected 
the demand for business loans to increase, while credit standards would be further tightened. Echoing 
results for business lending, demand for personal loans also eased during the December quarter. The 
softening in demand was most notable among Housing-owner occupier, housing investment, car loan, 
and housing-other, as per the report.

Looking to the March quarter, survey respondents showed an optimistic stance and suggested a demand 
growth. With respect to credit availability, more than 80% of survey respondents reported no change in 
credit standards across all the categories. Nonetheless, aggregate results reported marginal tightening 
of credit standards in December quarter, while credit standards for March quarter were expected to ease 
slightly, as per the report.
______________________________________________________________________________
MENA POWER CONSUMPTION GROWTH TO SURGE, AS PER BMI

Robust power consumption across a series of markets would be a key dynamic in the MENA region over 
the next decade, according to BMI research, translating into substantial investment opportunities. 

According to the report, the GCC would prove relatively attractive due to a stable investment environment 
and robust government support for power sector expansion in order to meet surging power demand. 
Markets such as Oman, Kuwait, UAE and Qatar would all require substantial growth in power generation 
in order to fuel energy intensive water desalination and air-conditioning.

Furthermore, given that a sustained period of lower oil prices is expected to lead to rationalization of 
government spending in the power sector amid budgetary pressures, BMI anticipates that markets in 
the GCC would increasingly tap private investment through the public-private partnership (PPP) model, 
as per the report.

According to the report, the biggest GCC countries continue to dominate the BMI Risk/Reward Index 
(RRI) for the MENA power sector due to their relatively low risk profiles and significant potential for 
industry growth, despite their fiscal consolidation efforts amid low oil prices. Egypt also offers significant 
long-term business opportunities, owing to faster economic growth and government plans to expand 
and diversify the power sector, although this is offset to some extent by the less attractive business 
environment, as per the report.

As for the countries that occupy the bottom of the BMI MENA RRI, such as Iraq and Lebanon, BMI expects 
the poor state of their security and business environments to remain sizeable obstacles to investment. 
Other common attributes of the underperformers in the RRI are extremely volatile power supply, high 
levels of corruption and inefficient and underdeveloped power grid infrastructure. 
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CORPORATE NEWS
_____________________________________________________________________________
PETROLEUM DEVELOPMENT OMAN BOOSTS DUQM WITH US$ 1.2 BILLION PIPE SUPPLY 
CONTRACT

Petroleum Development Oman (PDO) signed a US$ 1.2 billion contract to supply piping for its drilling 
operations through Duqm. 

The five-year deal with Japanese supplier Sumitomo further includes a new supply yard in the Duqm 
Special Economic Zone, which would be a logistics center for materials being delivered to PDO’s drilling 
locations. 

The agreement would confirm PDO as an anchor tenant at Duqm from mid-2018, with up to two 
shipments a week (carrying 3,000 metric tons of pipe) being routed through the port for its oil and gas 
fields. 

The logistics hub would provide integrated supply chain management services, such as storage, 
planning and delivery, with 30 trucks a day needed to transfer the pipes from the new supply yard to 
PDO’s drilling locations. 

The move would significantly build capability at Duqm to become the primary logistics hub for the 
Sultanate’s oil and gas sector and complements the Tanfeedh program on economic diversification.
_____________________________________________________________________________
SAUDI ARAMCO TO WEIGH UP TO US$ 5 BILLION OF RENEWABLE DEALS

Saudi Aramco is considering as much as US$ 5 billion of investments in renewable energy firms as part 
of plans to diversify from crude production.

Banks including HSBC Holdings Plc, JPMorgan Chase & Co. and Credit Suisse Group AG were invited to 
pitch for a role helping Aramco identify potential acquisition targets and advising on deals. The energy 
company is seeking to bring foreign expertise in renewable energy into the Kingdom.

Saudi Arabia is planning to produce 10 gigawatts of power from renewable energy sources including 
solar, wind and nuclear by 2023 and transform Aramco into a diversified energy company. The Kingdom 
also plans to develop a renewable energy research and manufacturing industry as part of an economic 
transformation plan. 
_____________________________________________________________________________
ABU DHABI'S NMDC WAS AWARDED US$ 316 MILLION CONTRACT FOR LNG PORT IN 
INDIA

Abu Dhabi's National Marine Dredging Company (NMDC)  was awarded a US$ 316 million engineering, 
procurement and construction (EPC) contract for a high tech floating LNG (liquefied natural gas) port at 
Jafrabad in the Indian state of Gujarat.

The terminal would be completed in 2019, and would be designed and built in partnership with Indian 
company Swan Energy, as per the Chairman of NMDC.

The Gujarat LNG terminal project is part of the company's strategy to enter the international market by 
taking on external projects.

India’s emerging energy entity, Swan LNG Private Limited (SLPL), is developing the country's first all-
weather floating storage and regasification unit (FSRU)-based LNG import terminal in Gujarat at an 
estimated cost of US$ 800 million.
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_____________________________________________________________________________
ALGERIAN FIRM SIGNS US$ 300 MILLION FARMING DEAL WITH US GROUP

An Algerian company signed a deal with a US group to set up agricultural projects worth US$ 300 million 
in the North African country as it seeks to reduce dependence on imports.

Under the deal, privately-owned Algerian dairy company Tifralait and the American International 
Agriculture Group (AIAG) would set up a joint venture to develop projects over an area of 25,000 hectares 
covering cereals, potato, fertilizers, dairy and cattle feed.

Algeria imports most of its agriculture-related products because of weak domestic output, but has 
promised to develop the farming sector as part of efforts to diversify the economy away from oil and gas 
after a drop in oil prices hit State finances.

It has also approved a new investment law offering incentives to foreign and local private firms willing to 
invest in the non-oil sector.

Tifralait would hold a 51% stake in the joint venture, with AIAG owning the remaining 49%.
______________________________________________________________________________
SAUDI TELECOM TO BUY ATHEEB'S MOBILE TOWERS 

Saudi Telecom Co STC agreed to buy mobile transmitter towers from rival operator Atheeb 
Telecommunication Co for SR 230 million (US$ 61 million).

Telecom operators in the Kingdom have been considering offloading mobile transmitter towers to cut 
costs for more than two years, either selling to private investors or merging networks.

The proposed deal is subject to regulatory approval.

Saudi Telecom Company, together with its subsidiaries, provides telecommunications, information, and 
media services in the Kingdom of Saudi Arabia and internationally. The company’s GSM segment offers 
mobile, third and fourth generation, prepaid card, international roaming, and messaging services. Its 
PSTN segment provides fixed line, telephone cards, interconnect, and international call services. The 
company’s DATA segment offers leased data transmission circuits and DSL. It is also involved in the 
operation of communications projects; transmission and processing of information; wholesale and 
retail trade of recharge card services, and telecommunication equipment and devices, provision of 
computer services, sale and re-sale of fixed and mobile telecommunication services and maintenance 
and operation of commercial centers. 
______________________________________________________________________________
ADIB AND AAIB ACT AS LEAD ARRANGERS FOR US$ 88.5 MILLION FACILITY

Abu Dhabi Islamic Bank (ADIB) acted as the book runner and underwriter for an AED 325 million (US$ 88.5 
million) Islamic financing facility for Dubai-based property developer Omniyat.

The bank said that it was also the mandated lead arranger along with Arab African International Bank for 
the financing facility. 

The deal was structured to meet Omniyat's financing objectives, particularly for its Opus Project, a mixed 
use development comprising offices, hotel, and serviced residences.

Abu Dhabi Islamic Bank PJSC provides banking, financing, and investing solutions for small and medium 
businesses, individuals, corporate and institutional customers, and high net worth individuals. 

It operates through Global Retail banking, Global Wholesale banking, Private banking, Treasury, Real 
estate, and Other Operations segments. The company offers savings, current, electronic, short term 
investment and recurring investment, among others. 
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EQUITY MARKETS INDICATORS (JANUARY 22, 2017 TILL JANUARY 28, 2017)

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

CAPITAL MARKETS
_____________________________________________________________________________
EQUITY MARKETS: PRICE GAINS IN REGIONAL CAPITAL MARKETS, SUPPORTED BY 
FAVORABLE MARKET-SPECIFIC AND COMPANY-SPECIFIC FACTORS 

Regional equity markets continued to follow an upward trajectory this week, as reflected by a 2.7% 
rise in the S&P Pan Arab Composite Index, mainly supported by some favorable financial results on 
the Saudi Tadawul and the Qatar Exchange, and on reduced concerns over the capital gains tax on 
the Egyptian Exchange, while the UAE equity markets posted price declines amid some profit-taking 
operations and some unfavorable company-specific factors.

The heavyweight Saudi Tadawul posted a 4.3% surge in prices week-on-week, driven by some 
favorable financial results and on bets for better conditions in the non-oil sector in 2017 as the 
government’s introduction of austerity measures slows. 

Maaden’s share price closed 1.9% higher week-on-week at SR 40.01. Maaden posted 2016 fourth 
quarter net profits of SR 15.7 million as compared to a net loss of SR 5.7 million during the corresponding 
period of the previous year. Saudi Telecom Company’s share price surged by 4.3% to SR 69.19. STC 
announced 2016 fourth quarter net profits of SR 2.15 billion versus net profits of SR 1.95 billion a 
year earlier. Kingdom Holding’s share price went up by 3.8% to SR 11.42. The firm posted 2016 fourth 
quarter net profits of SR 40 million versus net profits of SR 38 million a year earlier. Al Rajhi Bank’s share 
price increased by 3.2% to SR 65.03. The bank announced 2016 fourth quarter net profits of SR 2.05 
billion, up from SR 1.95 billion a year earlier. Dar Al Arkan’s share price jumped by 6.6% to SR 6.17 on 
bets the company would benefit from the government’s plans to stimulate the housing sector this 
year. Al Khodari’s share price surged by 8.3% to SR 13.56 amid speculation about a potential recovery 
in the Saudi construction sector. 

The Qatar Exchange registered a 1.0% rise in prices week-on-week, supported by some favorable 
company-specific factors. Doha Bank’s share price increased by 2.8% to QR 38.60. Doha Bank’s Board 
of Directors proposed a cash dividend of QR 3 per share, with no change relative to the previous 
year, despite announcing lower-than-expected 2016 net profits of QR 1.05 billion as compared to net 
profits of QR 1.35 billion in 2015. Qatar International Islamic Bank’s share price jumped by 5.6% to 
QR 69.70. QIIB posted 2016 net profits of QR 785 million as compared to net profits of QR 784 million 
in 2015. Qatar National Cement’s share price went up by 3.0% to QR 91.80. Qatar National Cement 
posted 2016 net profits of QR 475 million as compared to net profits of QR 464 million in 2015.
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The Egyptian Exchange posted a 3.1% increase in prices week-on-week on improved investor 
sentiment after the country’s Finance Minister said that the planned stamp duty tax would be small 
enough to ensure demand for the country’s equities remains strong, adding that the government is 
committed to a three-year delay on a capital gains tax. Commercial International Bank’s share price 
increased by 2.0% to LE 77.33. Ezz Steel’s share price closed 1.5% higher at LE 19.35. Telecom Egypt’s 
share price jumped by 6.3% to LE 12.96. Alexandria Mineral Oils Company’s share price surged by 
12.4% to LE 84.07. The firm posted 2016 first half net profits at LE 546 million as compared to LE 157 
million a year earlier. 

In contrast, the UAE equity markets registered a 1.0% decline in prices week-on-week on some profit-
taking operations and driven by some unfavorable company-specific factors. In Dubai, Arabtec 
Holding Company’s share price shed 5.5% to AED 1.370. Deyaar’s share price dropped by 2.3% to AED 
0.640. The developer announced 2016 net profits of AED 216 million as compared to net profits of AED 
291 million in 2015. ENBD’s share price decreased by 3.8% to AED 8.60. In Abu Dhabi, ADCB’s share 
price fell by 4.5% to AED 7.23. First Gulf Bank’s share price decreased by 2.2% to AED 13.20. Union 
National Bank’s share price closed 3.0% lower at AED 4.56. 
_____________________________________________________________________________
FIXED INCOME MARKETS: MIXED PRICE MOVEMENTS IN REGIONAL BOND MARKETS 

Regional fixed income markets saw mixed price movements this week, with GCC low beta names 
trading at relatively tight levels and registering healthy price gains, mainly due to the re-investment 
of US$ 2 billion Qatari sovereigns that have matured on January 20, 2017, while some other papers 
posted some price declines, tracking US Treasuries move.

In the Egyptian credit space, sovereigns maturing in 2020 and 2025 posted weekly price gains of 0.38 
pt each, while sovereigns maturing in 2040 saw price falls of 1.50 pt. Egypt raised US$ 4 billion from 
the sale of a triple-tranche US dollar-denominated benchmark bond issue that bore witness of higher 
borrowing costs. Egypt issued 10-year notes at 7.5%, as compared to a coupon of 5.875% for similar-
maturity bonds in 2015. The government also sold five-year notes at a yield of 6.125% and 30-year 
securities at 8.5%. The order book size reached US$ 13.5 billion. Following Egypt’s first international 
bond sale since 2015, the country is mulling to sell bonds in Japanese Yen and Chinese Yuan, as per 
the country’s Finance Ministry.

In the Abu Dhabi credit space, sovereigns maturing in 2021 and 2026 were up by 0.25 pt and 0.13 
pt respectively over the week. Fitch Ratings affirmed Abu Dhabi’s long-term foreign currency and 
local currency IDRs at “AA” with a “stable” outlook. The issue ratings on Abu Dhabi’s senior unsecured 
foreign currency bonds were also affirmed at “AA”. The short-term foreign currency and local currency 
IDRs were affirmed at “F1+” and the country ceiling at “AA+”. Abu Dhabi’s key credit strengths are 
its strong fiscal and external metrics and high GDP per capita, balanced by high dependence on 
hydrocarbons, a relatively weak policy framework, and weak data availability compared to peers. 

Also, Mubadala’19 closed up by 0.13 pt, while Mubadala’23 was down by 0.13 pt. IPIC papers maturing 
in 2017, 2020, 2022, 2026 and 2041 registered weekly price falls of 0.10 pt to 0.50 pt. Etisalat’24 was up 
by 0.50 pt, while Etisalat’26 traded down by 0.50 pt. Taqa’17 (offering a coupon of 4.125% and 6.165%) 
saw price declines of 0.13 pt each, and Taqa’19 was down by 0.25 pt. In contrast, Taqa’21, ’24 and ’26 
registered price gains of up to 0.19 pt.  

In the Sharjah credit space, Sharjah’21 and ’24 closed up by 0.25 pt and 0.38 pt respectively week-on-
week. As to credit ratings, Standard & Poor’s lowered its long-term and short-term foreign and local 
currency sovereign credit ratings on the Emirate of Sharjah to “BBB+/A-2” from “A/A-1”. The outlook is 
“stable”. The downgrade reflects an accumulation of government debt above S&P’s expectations for 
2016 and the rating agency revised assumption of elevated fiscal expenditure over 2017-2020, leading 
to a slower fiscal consolidation path. 
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As to papers issued by financial institutions in the Sharjah credit space, Sharjah Islamic Bank’18 was up 
by 0.25 pt over the week, while SIB’20 closed down by 0.13 pt. Bank of Sharjah’20 posted shy price rises 
of 0.06 pt. Bank of Sharjah plans a US$ benchmark-sized five-year Senior reg S roadshow, and mandated 
Bank ABV, Emirates NBD Capital, JPMorgan, and NBAD as lead managers to arrange a roadshow in the 
Middle East, Europe and Asia.

In the Qatari credit space, sovereigns maturing in 2020, 2021, 2022, 2030 and 2040 saw weekly price 
gains of up to 0.38 pt, while sovereigns maturing in 2046 traded down by 0.38 pt. In the Saudi credit 
space, sovereigns maturing in 2021 and 2046 were up by 0.44 pt and 0.88 pt respectively. Prices of 
SABIC’18 and ’20 decreased by 0.13 pt and 0.25 pt respectively. SECO’23 closed down by 0.13 pt, while 
SECO’24, ’43 and ’44 posted price gains of up to 0.25 pt. Price of Dar Al Arkan’18 and ’19 rose by 0.25 pt 
and 0.75 pt respectively. Regarding plans for new issues, HSBC said that Saudi Arabia should consider 
Euro and Yen bonds after record sale.



12Week 04  January 22 - January 28, 2017

JANUARY 22 - JANUARY 28, 2017

WEEK 04

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.


