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MENA MARKETS: WEEK OF MAY 15 - MAY 21, 2016

The MENA WEEKLY MONITOR

Economy___________________________________________________________________________
p.2 EY SAYS LIMITED IPO ACTIVITY IN MENA CONTINUES IN THE FIRST QUARTER OF 
2016
The Middle East and North Africa region witnessed only two IPOs raising US$ 615 million in this year’s first 
quarter, representing another quarter with limited IPO activity, according to Ernst & Young.

Also in this issue
p.3 Saudi Arabia’s real GDP growth projected at 1.2% in 2016, down from 3.5% in 2015, as per the IMF
p.4 S&P affirms the “BBB-/A-3” long-term and short-term foreign and local currency sovereign on  
 Oman 

Surveys___________________________________________________________________________
p.5 ABU DHABI’S REAL ESTATE MARKETS GENERALLY STABLE DURING THE FIRST 
QUARTER OF 2016, AS PER JLL
According to Jones Lang Lasalle’s (JLL), Abu Dhabi real estate markets were generally stable during the 
first quarter of this year despite the continued negative impact of lower oil prices and a decrease in 
domestic government spending. 

Also in this issue
p.6 Kuwait’s economy to expand by 1.2% in 2016 following a contraction of 0.4% in 2015, as per EIU

Corporate News___________________________________________________________________________
p.7 US GIANT GE SIGNS US$ 1.4 BILLION SAUDI DEALS       
US-based giant General Electric announced that it has made a series of deals with Saudi Arabia worth 
over US$ 1.4 billion.         

Also in this issue
p.7 Qatar's Barwa Real Estate signs US$ 1.1 billion financing agreement with local bank
p.7 Dubai’s Limitless reaches debt restructuring deal with its lenders
p.8 Emaar’s Saudi unit hands out contract for Jeddah project  
p.8 Saudi Aramco and Indonesian Pertamina award refinery contract 
p.8 Hotel operator Yotel breaks ground on its first property in the Middle East to open in 2018

Markets In Brief___________________________________________________________________________
p.9 REGIONAL CAPITAL MARKETS UNDER DOWNWARD PRICE PRESSURES
MENA equity markets registered price falls this week, on the back of some profit-taking operations 
ahead of the Holy month of Ramadan, some rights issues and rising speculation that US policy makers 
would raise key interest rates in June 2016, which fuelled a wide sell-off across regional and other 
emerging markets. This was reflected by a 0.8% decrease in the S&P Pan Arab Composite Index. In 
parallel, regional bond markets came under downward price pressures, tracking declines in US 
Treasuries and given some credit rating cuts. Also, some investors opted to leave room for several new 
bond issues waiting in the pipeline.
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ECONOMY
______________________________________________________________________________
EY SAYS LIMITED IPO ACTIVITY IN MENA CONTINUES IN THE FIRST QUARTER OF 2016

The Middle East and North Africa (MENA) region witnessed only two IPOs raising US$ 615 million in this 
year’s first quarter, representing another quarter with limited IPO activity, according to Ernst & Young 
(EY). 

Capital raised through MENA firms in the first quarter of 2016 rose by 141%, while the number of IPOs was 
consistent (2 IPOs), when compared to last year’s first quarter.

According to EY, the first quarter of 2016 witnessed limited IPO activity, in line with H2 2015, as volatility 
in the MENA capital markets continued, mostly driven by fluctuating oil prices and certain global factors. 

Egypt and KSA continue to lead the limited IPO activity in the MENA region, driven by investor demand 
and strong fundamentals. 

There is a strong pipeline of companies in the MENA region that are IPO ready and waiting for the right 
time to go to market, as per the same source.
 
In details, the IPO of Middle East Healthcare Company on the Saudi Stock Exchange (Tadawul) was the 
largest IPO in the covered quarter. It raised US$ 471.1 million and was over three times the size of the IPO 
of Arabian Food Industries Company (Domty) on the Egyptian Stock Exchange, with the latter being the 
only other IPO in MENA in this year’s first quarter.

Egypt and Saudi Arabia continue to be the most active MENA exchanges in the first quarter of 2016, 
continuing on from last year, where IPOs in Saudi Arabia and Egypt represented eight out 14 IPOs 
executed in 2015. 

Both markets continue to attract investors against a backdrop of increasing foreign investment, emphasis 
on diversification and business confidence, as per EY.

EY added that the oil price fluctuation continues to drive MENA stock market performance. Oil prices 
declined in January 2016 to the lowest level in several years (below US$ 30 per barrel), resulting in 
fluctuations across the MENA capital markets. 

Brent crude oil prices declined primarily due to an increase in global oil supply and reduced demand, 
driven by uncertainty in the performance of the global economy, as per the same source. However, the 
price of Brent crude rose slightly towards the end of the quarter, trading at around US$ 40 per barrel, 
resulting in an uptick in MENA stock market performance.

EY also said in its recent release that the recent OPEC meeting did not result in a consensus in terms of an 
output cap from oil-producing countries to stabilize oil prices. 

Looking forward, and given the continuing uncertainty in global economic performance and fluctuating 
oil prices, the outlook for MENA IPO activity is likely to remain subdued in 2016 unless confidence 
improves. 

The key drivers to MENA IPO activity continue to be fluctuating oil prices, regional geopolitical factors 
and the performance of the global economy, as per the same source. 
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_____________________________________________________________________________
SAUDI ARABIA’S REAL GDP GROWTH PROJECTED AT 1.2% IN 2016, DOWN FROM 3.5% IN 
2015, AS PER THE IMF

According to the International Monetary Fund (IMF)’s Article IV Consultation with Saudi Arabia, the 
decline in oil prices is affecting the Saudi Arabian economy. Real GDP growth is projected by IMF staff at 
1.2% in 2016, down from 3.5% in 2015. 

Lower oil revenues resulted in current account and fiscal deficits, which are projected by IMF staff 
at around 9% and 14% of GDP, respectively, in 2016. Nevertheless, the financial assets held by the 
government remain high, providing a substantial cushion. The decline in bank deposits and the resulting 
tightening of liquidity conditions and rise in interbank interest rates have not yet impacted credit growth, 
as per the same source. 

Since the 2015 Article IV consultation, a significant acceleration in reforms took place in Saudi Arabia. In 
fact, Vision 2030 set out the goal of an appropriately bold and far-reaching transformation of the Saudi 
Arabian economy to diversify growth, reduce the dependence on oil, increase the role of the private 
sector, and create more jobs for nationals. The supporting policies that would be announced in the 
coming months are expected to set out how these goals would be achieved. To ensure their success, the 
IMF said that reforms would need to be properly prioritized and sequenced, and the appropriate pace of 
implementation carefully assessed.

Moreover, fiscal policy is appropriately adjusting to the drop in oil prices, according to the IMF. The latter 
welcomed the control of government spending that is underway and the energy price adjustments that 
have been implemented. The IMF also welcomed actions by the government to put in place mechanisms 
to strengthen accountability and improve the efficiency of its spending through the introduction of 
key performance indicators for ministries, the setting up of a National Projects Management Office, and 
increased scrutiny of new capital projects.

According to the IMF, a gradual but sizeable and sustained fiscal adjustment was needed to continue with 
the aim of achieving a balanced budget over the medium-term. Such fiscal consolidation should include 
further adjustments in domestic energy prices, firm control of expenditures, and further increases in 

KSA REAL GDP GROWTH

Sources: IMF, Bank Audi's Group Research Department
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non-oil revenues. The planned introduction of a value-added tax and other tax measures are important, 
as per the same source. 

The Saudi government’s policy of using a combination of deposit drawdowns and international and 
domestic debt issuance to finance the fiscal deficit is appropriate, as per the IMF. The establishment of a 
Debt Management Office (DMO) is a positive step and should be accompanied by the introduction of an 
efficient and market-based process for debt issuance. 

Further reforms to the fiscal framework that sets the annual budget in a medium-term framework and 
clearly establishes fiscal policy goals would support fiscal adjustment. The IMF staff also welcomed the 
establishment of the macro-fiscal unit (MFU). Given the plans for the sale of a stake in Aramco and for a 
greater role for the Public Investment Fund, it would be appropriate to enhance their transparency and 
integrate them into the fiscal framework.

Last but not least, the IMF added that banking sector was strong and well-positioned to weather a 
slowing in the pace of growth. SAMA continued to strengthen its regulation and supervision, including 
the introduction of D-SIB and countercyclical capital buffer charges. A deposit insurance scheme was 
also introduced. A formal and transparent macroprudential framework should be introduced to further 
enhance coordination among the key financial regulators.
_____________________________________________________________________________
S&P AFFIRMS THE “BBB-/A-3” LONG-TERM AND SHORT-TERM FOREIGN AND LOCAL 
CURRENCY SOVEREIGN ON OMAN

Standard & Poor’s affirmed the “BBB-/A-3” long-term and short-term foreign and local currency sovereign 
credit ratings on the Sultanate of Oman. The outlook is “stable”. The transfer and convertibility (T&C) 
assessment on Oman also remained at “BBB”.

The ratings are supported by Oman's external and fiscal stock positions, which S&P expects Oman would 
broadly maintain over 2016-2019. They are constrained by the significant weakening of fiscal flows, the 
shift of the current account  into a large deficit position, lower real economic growth prospects for Oman  
than for similarly rated sovereigns, and the Omani economy's dependence on the cyclical hydrocarbons 
sector.

Policymakers' past decision to save sizable oil receipts helped maintain Oman’s strong external stock 
position. Low oil prices lead us to forecast that the current account deficit would average about 14% 
of GDP in 2016-2019, based  on S&P’s current Brent oil price assumptions of US$ 40 per barrel (/bbl) on 
average in 2016 and US$ 50/bbl by 2018.

Notwithstanding Oman's related external borrowing and expected decline in foreign currency reserves, 
its external position, as measured by liquid external assets minus external debt, remains a rating strength. 
The rating agency projects that Oman would maintain a creditor position of about 6% of current account 
receipts (CARs) on average over 2016-2019.

The vulnerability of broader economic performance to energy prices remains a key credit weakness for 
Oman because the volume of oil production is likely to stagnate at around current levels. This distinguishes 
Oman from some peers, for example, Saudi Arabia, which benefits from additional capacity.

In Oman, the hydrocarbon sector's contribution to the economy fell to close to 35% of nominal GDP 
in 2015 following the pronounced decline in oil prices, compared to just under 50% of GDP in 2014. 
Hydrocarbons accounted for 58% of goods exports and just over 80% of government revenues in 2015. 
The rating agency estimates trend growth in real GDP per capita at negative 2%, which is well below that  
in most economies at similar levels of development.

S&P expects the contribution of domestic demand to real GDP growth to remain weak in 2016-2019, but 
Standard & Poor’s assumed modest increase in oil prices to result in a more positive contribution from 
net exports.
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SURVEYS
_____________________________________________________________________________
ABU DHABI’S REAL ESTATE MARKETS GENERALLY STABLE DURING THE FIRST QUARTER 
OF 2016, AS PER JLLL

According to Jones Lang Lasalle’s (JLL) “Abu Dhabi Real Estate Market Overview: Q1 2016”, real estate 
markets were generally stable during the first quarter of this year despite the continued negative impact 
of lower oil prices and a decrease in domestic government spending. 

Looking at the residential market, residential demand was reduced while residential rents remained 
stable especially in higher grade stock due to limited vacancy. Rents averaged US$ 44,384 per year for 
two bed apartments in the investment areas. Similarly, residential sales prices remained stable, while 
transaction volumes are significantly down due to a decline in sentiment which may put pressure on 
prices later in 2016. Sales prices stood at US$ 4,357 per square meter. Furthermore, only 719 units were 
delivered during the first quarter of this year, bringing the total residential stock to approximately 
246,000 units.

According to JLL, the office market was the most affected by the decline in government spending and 
resulting job cuts. While average Grade A rents remained stable, average Grade B office rents witnessed a 
slight decline this quarter. This is mainly due to the limited supply of high quality office space. Total office 
stock reached around 3.4 million square meter gross leasable area. 

Furthermore, average grade A rents rose from US$ 471.0 per square meter in 1Q2015 to US$ 503.7 per 
square meter in the aforementioned period of this year. Grade B rents declined by a yearly 5% in the 
first quarter of 2016. This is mainly due to the slowdown in demand due to lower oil prices and reduced 
government spending as well as a surplus in Grade B office stock. Vacancy rate stood at 20% in the first 
quarter of 2016, down from 25% in the same period of last year.

As for the retail market, retail rents remained unchanged in 1Q2016. The market is expected to remain 
relatively stable in the short term. However, new super regional malls entering the market from 2018 will 
likely put downward pressure on lower grade malls in the long term. It is worth noting that no major 
completions took place during the first quarter of this year keeping retail stock at nearly 2.6 million 
square meter gross leasable area. 

Additionally, nearly 63,000 square meters of retail gross leasable area is expected to be delivered by the 
end of this year. It is worth noting that vacancies remain minimal and stable at 2% within established 
regional and super regional malls.

Finally, the hospitality market witnessed a yearly decline of 19% in average daily rates  from US$ 169 in 
YT February 2015 to US$ 137 in YT February 2016, this comes mainly due to the decrease in corporate 
demand forced by the drop in oil prices and reduction in government spending.  Occupancy rates fell 
from 77% in YT February 2015 to 76% in YT Febraury 2016.
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_____________________________________________________________________________
KUWAIT’S ECONOMY TO EXPAND BY 1.2% IN 2016 FOLLOWING A CONTRACTION OF 0.4% 
IN 2015, AS PER EIU

According to a recently published report by the Economist Intelligence Unit (EIU) on Kuwait, the low 
oil price environment imposed fiscal constraints and would intensify policies aiming at diversification 
and cutting current spending. As a result, Kuwait’s latest five-year development plan for fiscal years 
2015/2016-2019/20 focuses on economic reform and diversification as well as several strategic mega-
projects. This plan aims to allocate US$ 150 billion in capital spending. The government still intends to 
continue spending on projects and this is suggested by the increase in its capital expenditure in the first 
eight months of FY 2016. However, lower oil prices would impede this in the near term, as per the same 
source.

The economy is expected to expand by 1.2% in 2016, following an estimated contraction of 0.4% in 
2015 mainly due to lower oil output. The recovery in economic growth would reflect an improving 
performance from the side of the oil sector, which makes up around 67% of the country's GDP, as well as 
large-scale investment on infrastructure projects. 

In this context, EIU slightly lowered their forecast oil production growth for 2016, given the impact of the 
three-day oil strike (which cost Kuwait over 5 million barrels of oil) and possible repeats later in the year. 
However, oil output is still seen to increase by 1.3% with a concerted effort towards greater production 
efficiency. This was clearly shown by the country's increase in output each month from November 2015 
to February 2016. 

Furthermore, output would continue to grow in 2017-20 as the government looks to push production 
towards its goal of 4 million barrels per day in 2020, and production starts to increase from the Neutral 
Zone. The return of the 300,000 barrels per day Khafji field in particular, which Kuwait shares with Saudi 
Arabia, would provide a boost to output and the consequent increase in oil exports would see overall 
economic growth expand to 2% in 2017, as per the same source. 

Regarding inflation, its averaged an estimated 3.3% in 2015, and although it has remained steady at 
around 3.2% so far in 2016, EIU expects it to rise to an average of 3.8%, on the back of expected cuts to 
subsidies. However, given the immediate-term impact of the recent oil strike, the government is likely to 
focus cuts to water and electricity subsidies only on expatriates and businesses in 2016. As a result the 
inflation forecast was lowered from 4.3% to 3.8%. With subsidy reform continuing gradually and global 
food prices increasing, inflation would rise to 4% in 2017. However, subdued domestic demand would 
help in maintaining the level of the overall inflation in 2016-17. As global prices begin to fall again in 2019-
20, inflation is likely to experience a slight decline, averaging 3.6% in those years.

As for the external sector, the most recent trade data suggests that, even as oil prices continue to fall, 
Kuwait would not significantly pare back imports, as it continues to implement large-scale projects as 
part of its development plan. Moreover, EIU revised down its oil production forecasts on the back of the 
oil strike in April and a lower estimate of Kuwait's current production levels. As a result, the unit expects 
a deficit on the current account of 7.6% of GDP in 2016, down from a previous forecast deficit for 2016 of 
7.1% of GDP. 

It’s worth noting that exports would strengthen from 2017 in line with higher average oil prices and 
increased oil production, returning the current account to surplus. Oil and oil products would account 
for around 90% of Kuwait's exports throughout the forecast period. With oil prices peaking at US$ 67.5/
barrel in 2018, the surplus is expected to widen to 14.6% of GDP that year, despite a quickening of import 
growth on the back of rising investment. A fall in global oil prices would then cause the current-account 
surplus to edge down to 8.3% of GDP in 2020.
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CORPORATE NEWS
_____________________________________________________________________________
US GIANT GE SIGNS US$ 1.4 BILLION SAUDI DEALS 

US-based giant General Electric announced that it has made a series of deals with Saudi Arabia worth 
over US$ 1.4 billion.

The deal comes as part of the Kingdom's Vision 2030 plan to decrease its dependence on oil production.
The key initiatives announced include a forging and casting manufacturing facility with Saudi Aramco. 
With a total investment of US$ 400 million, the facility would be operational by 2020. 

GE is partnering with Modon to transform the manufacturing sector of the Kingdom by digitizing ten 
factories, as per a company statement.

GE's energy startup Current is establishing an all-new centre of excellence for LED testing in Dammam. 
About 100,000 to 300,000 LED fixtures would be manufactured each year once the facility is fully 
operational.

The new initiatives build on the US$ 1 billion investment delivered by the company in the past three 
years in Saudi Arabia and is part of a plan to double GE's workforce in the Kingdom from 2,000 to 4,000 
by 2020.

In March, GE marked the ground-breaking of its manufacturing and service facility at the Modon site in 
the second Industrial City, Dammam. It would serve as a manufacturing, assembly, repair, services and 
training facility for advanced gas turbines and mechanical drives.
_____________________________________________________________________________
QATAR'S BARWA REAL ESTATE SIGNS US$ 1.1 BILLION FINANCING AGREEMENT WITH 
LOCAL BANK

Qatar’s Barwa Real Estate signed financing agreements worth US$ 1.1 billion with a local bank, as per a 
company statement. 

The nine-year facility means Barwa has refinanced all its financing liabilities, as per a company statement. 

Barwa Real Estate Company is a real estate investment firm specializing in real estate projects which 
include residential facilities, a motor city, warehouses, and complementary commercial and retail spaces. 
The firm engages in investment, development, and management of properties with a focus on Qatar 
and Saudi Arabia. It also invests in stocks of real estate firms. The firm invests in the real estate markets 
across the globe. Its portfolio includes residential and commercial property and hotels.
_____________________________________________________________________________
DUBAI’S LIMITLESS REACHES DEBT RESTRUCTURING DEAL WITH ITS LENDERS

Dubai’s Limitless reached a debt restructuring deal with its lenders and would make an early payment of 
AED 2.1 billion (US$ 564 million) to banks and trade creditors this month, as per a company statement. 
Drawn-out negotiations with creditors began after Limitless missed a US$ 400 million end of December 
2014 payment deadline which was linked to a previous restructuring deal. 

A deal became possible after the final dissenting creditor, New York-based Stonehill Capital Management, 
sold its share of the company’s debt, as per Reuters. 

Limitless has now reached agreement with all its lenders and would repay its outstanding AED 4.5 billion 
of bank debt in three installments in December 2016, 2017 and 2018. 

Despite agreeing this repayment schedule, it would repay AED 2.1 billion this month, it said. This equates 
to the first installment and 80% of the second.  
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_____________________________________________________________________________
EMAAR’S SAUDI UNIT HANDS OUT CONTRACT FOR JEDDAH PROJECT 

Emaar Properties’ Saudi division awarded the construction contract for a new Jeddah project to Arabian 
Construction Company (ACC). 

The work consists of three high-rise towers with 283 homes. Drilling work for the project has started, as 
per a company statement.   

The Emaar Residences is the latest segment of the Jeddah Gate community to get under way. Homes have 
been handed over in Abraj Al Hilal 1, while the firm says Abraj Al Hilal 2 homes are “nearing completion”. 

Emaar Square, a commercial centre for the megaproject, is scheduled to be handed over this year, as per 
the same source.  

Jeddah Square is located on a 413,000 square metre site on the city’s King Abdullah Road. It is sited close 
to the Haramain high-speed rail link, which is due to be completed in the next year.
______________________________________________________________________________
SAUDI ARAMCO AND INDONESIAN PERTAMINA AWARD REFINERY CONTRACT

Saudi Aramco and PT Pertamina (Persero) awarded the engineering and project management services 
contract to conduct the basic engineering design (BED) study for their joint Cilacap Refinery upgrade 
project to Amec Foster Wheeler Energy Limited.

This follows a heads of agreement (HOA) which was signed by Pertamina and Saudi Aramco in November 
2015 to formalize the collaboration for the project.

UK-based Amec Foster Wheeler would develop the scope for the proposed upgrade project for the 
existing refinery located in central Java and would finalize the process configuration and licensors’ 
packages over the next nine months. The upgrade of the Cilacap Refinery is part of Pertamina’s Refinery 
Development Master Plan (RDMP), aimed at improving Indonesia’s energy security and involves the 
expansion and upgrade of its domestic refineries.  The overall upgrade project cost for the Cilacap 
Refinery is estimated to be approximately US$ 4 billion to US$ 5 billion.

Once the upgrade is completed, the capacity of the Cilacap Refinery would increase to 370,000 barrels per 
day.  In addition, gasoline and diesel production would be maximized and higher quality base oils would 
be produced from the refinery, which are targeted to be absorbed domestically. The upgrade would also 
enhance the petrochemicals capacity of the refinery to exceed more than 600 KTPA of aromatics and 160 
KTPA of polypropylene.

The companies are targeting to complete the front end engineering design (Feed) stage in 2018, and kick 
off the EPC phase in 2019.  The project upgrade is targeted for completion by the end of 2022.  
______________________________________________________________________________
HOTEL OPERATOR YOTEL BREAKS GROUND ON ITS FIRST PROPERTY IN THE MIDDLE EAST 
TO OPEN IN 2018

Hotel operator Yotel has broken ground on its first property in the Middle East, which is expected to 
open in 2018.

The announcement follows the hospitality brand's signing of a long-term agreement with Dubai 
Investment Properties to operate a new hotel in Dubai.

Yotel is an affiliate company of Kuwait-listed IFA Hotels & Resorts, and its Dubai property would be the 
brand's flagship in the Middle East, with 582 cabins and serviced apartments.

It marks the brand's debut in the serviced residence space. In addition to its signature compact cabins, 
the hotel would offer dedicated co-working and meeting spaces, a gym and a pool deck.
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EQUITY MARKETS INDICATORS (MAY 15, 2016 TILL MAY 21, 2016)

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

CAPITAL MARKETS
_____________________________________________________________________________
EQUITY MARKETS: REGIONAL EQUITIES DOWN WEEK-ON-WEEK ON REDUCED INVESTOR 
SENTIMENT

MENA equity markets registered price falls this week, on the back of some profit-taking operations 
ahead of the Holy month of Ramadan, some right issues and rising speculation that US policy makers 
would raise key interest rates in June 2016, which fuelled a wide sell-off across regional and other 
emerging markets. This was reflected by a 0.8% decrease in the S&P Pan Arab Composite Index.

The UAE equity markets registered a 3.0% plunge in prices week-on-week, given some unfavorable 
company-specific factors and the launching of rights issues. In Dubai, Dubai Parks and Resorts’ share 
price fell by 3.1% to AED 1.260. The firm launched an AED 1.68 billion rights issue that allowed the 
purchase of shares at AED 1 each. DIB’s share price dropped by 4.4% to AED 5.40. DIB’s Board of 
Directors decided to increase the capital of the bank by AED 988.4 million through rights issues at 
a price of AED 3.20 each starting May 26, 2016. Shuaa Capital’s share price shed 10.6% to AED 0.585. 
Shuaa Capital announced a net loss of AED 27.5 million in the first quarter of 2016 as compared to a net 
loss of AED 1.6 million during the first quarter of 2015. Arabtec Holding’s share price tumbled by 7.9% 
to AED 1.400. Arabtec registered a 2016 first quarter net loss of AED 45 million versus a net loss of AED 
280 million a year earlier. Drake & Scull International’s share price decreased by 5.5% to AED 0.535. The 
firm reported a 61% yearly decline in its 2016 first quarter net profits to reach AED 10 million.

In Abu Dhabi, Taqa’s share price dropped by a weekly 1.9% to AED 0.53. Taqa announced plans to cut 
5,000 jobs by the end of the year. ADCB’s share price plummeted by 4.7% to AED 5.73. Aldar Properties’ 
share price went down by 2.3% to AED 2.57. RAK Properties’ share price shed 9.4% to AED 0.58.

The Qatar Exchange posted a 1.3% drop in prices week-on-week, given some unfavorable financial 
results and as some investors opted to book profits ahead of Ramadan. Vodafone Qatar’s share price 
decreased by 3.3% to QR 11.22. Vodafone Qatar reported a widening net loss of QR 180 million during 
the first quarter of 2016 against a net loss of QR 66 million a year earlier. QNB’s share price declined 
by 1.7% to QR 136.10. Qatar Islamic Bank’s share price fell by 2.1% to QR 95.00. Masraf Al Rayan’s share 
price went down by 2.1% to QR 33.20.

The Egyptian Exchange posted a 0.5% retreat in prices week-on-week, on undermined investor 
sentiment following a plane crash and emanating concerns over a terrorist act. Commercial 
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International Bank’s share price declined by 0.7% to LE 43.67. Talaat Moustafa Group’s share price fell 
by 3.1% to LE 6.03. Citadel Capital’s share price plunged by 5.8% to LE 1.30.

Finally, the heavyweight Saudi Tadawul witnessed mixed price movements week-on-week, which 
triggered a shy rise in the S&P Saudi price index of 0.1%. Petrochemicals stocks registered price gains, 
supported by an extended Brent price increase of 1.9% and some favorable company-specific factors. 
Advanced Petrochemical Company’s share price rose by 1.4% to SR 49.74. The company’s Board of 
Directors recommended the distribution of dividends at a rate of SR 0.75 per share for the first quarter 
of 2016. Sipchem’s share price went up by 2.1% to SR 14.84. The firm said it restarted three plants that 
were shut for maintenance early-May 2016. Petro Rabigh’s share price went up by 2.2% to SR 12.31. 
Sahara Petrochemical Company’s share price closed 1.7% higher at SR 11.44.

On the other hand, Saudi banking shares mostly posted price falls week-on-week amid lingering 
concerns over asset quality deterioration and reduced profitability. Within this context, it is worth 
mentioning that Standard & Poor’s and Moody’s expect to see a gradual increase in non-performing 
loans this year. Al Rajhi’s share price closed 0.6% lower at SR 59.03. NCB’s share price nudged down by 
0.3% to SR 42.59. SABB’s share price fell by 1.6% to SR 22.90.
_____________________________________________________________________________
BOND MARKETS: PRICE FALLS ACROSS REGIONAL BOND MARKETS, TRACKING US 
TREASURIES MOVE 

MENA bond markets came under downward price pressures this week, tracking declines in US 
Treasuries after minutes of the US Federal Reserve’s April meeting showed policy makers considered 
an interest rate increase in June 2016 appropriate if the US economy continues to improve. Also, some 
credit rating cuts were a drag for regional fixed income markets, while some investors opted to leave 
room for several new bond issues waiting in the pipeline.

In Qatar, sovereigns maturing between 2017 and 2042 registered price drops hovering between 0.19 
pt and 4.00 pts over the week. As to plans for new issues, Qatar picked ten banks to arrange bond 
investor meetings in Asia, Europe and the US. Fitch assigned Qatar’s upcoming US dollar-denominated 
senior unsecured bonds an expected rating of “AA(EXP)”. Qatar intends to use the proceeds from 
the bonds for its budgetary and general funding purposes. Also, Moody’s affirmed Qatar’s long-term 
issuer and government bond rating at “Aa2” and assigned a “negative” outlook. The rating affirmation 
reflected the view that despite the negative effect from a protracted period of low oil prices on the 
country’s economy, government finances and external strength, the sovereign’s overall credit profile 
remains consistent with an “Aa2” rating. The “negative” outlook captures the risks emanating from the 
comparatively stronger general government debt increase from already higher levels.

Still in the Qatari space, Ooredoo papers maturing between 2016 and 2043 registered price falls of 
0.13 pt to 1.38 pt week-on-week. Ooredoo mandated ANZ, Bank of America Merrill Lynch, Citigroup 
and HSBC for a forthcoming US dollar bond.

In Bahrain, sovereigns maturing between 2020 and 2044 posted weekly price declines of 0.38 pt to 2.00 
pts. Moody’s downgraded the Government of Bahrain’s long-term issuer ratings to “Ba2” from “Ba1” 
and assigned a “negative” outlook. The main driver for the rating downgrade is Moody’s view that the 
credit profile of the Bahraini government would continue to weaken materially in the coming years, 
despite its fiscal consolidation efforts. In particular, the rating agency expects Bahrain’s government 
debt burden and debt affordability to deteriorate significantly over the coming two to three years.

In Saudi Arabia, prices of SABIC’18 and ’20 declined by 0.38 pt and 0.75 pt respectively week-on-
week. Prices of SECO papers maturing between 2017 and 2044 fell by 0.25 pt to 6.00 pts. Moody’s 
downgraded KSA’s long-term issuer ratings to “A1” from “Aa3” and assigned a “stable” outlook. The 
downgrade of KSA’s rating reflects Moody’s view that lower oil prices led to a material deterioration 
in KSA’s credit profile. A combination of lower growth, higher debt levels and smaller domestic and 
external buffers leave the Kingdom less well positioned to weather future shocks.
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In Dubai, sovereigns maturing between 2020 and 2043 recorded weekly price decreases of up to 2.00 
pts. Amongst quasi-sovereigns, DEWA’16 and ’20 closed down by 0.13 pt and 0.50 pt respectively. Prices 
of DP World’20 and ’37 retreated by 0.38 pt and 1.75 pt respectively. DP World hired 15 banks for the 
offering of dollar-denominated, benchmark-sized securities. Proceeds from the sale would be used for 
a tender offer for the company’s existing Sukuk due in 2017. As to papers issued by financial institutions, 
DIB’21 traded down by 0.50 pt. Prices of ENBD’22 and ’23 decreased by 0.25 pt and 0.13 pt respectively. 
Regarding new issues, Noor Bank mandated banks to arrange a series of fixed income investor meetings 
in the Middle East, Asia and Europe. Also, Emirates Islamic Bank mandated HSBC, Standard Chartered, 
Noor Bank, DIB, Bank ABC among lenders to arrange fixed income investor meetings in Asia, the Middle 
East and Europe for the sale of a benchmark-sized dollar Sukuk.

Finally, in Egypt, sovereigns maturing in 2020, 2025 and 2040 were down by 0.50 pt, 1.50 pt and 1.00 pt 
respectively. Standard & Poor’s revised the outlook on the long-term sovereign credit rating of Egypt 
to “negative” from “stable”. At the same time, S&P affirmed the “B-/B” long-term and short-term foreign 
and local currency sovereign credit ratings on Egypt. The “negative” outlook reflects the view that 
Egypt’s external and fiscal vulnerabilities might increase further over the next 12 months.
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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.


