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MENA MARKETS: WEEK OF NOVEMBER 06 - NOVEMBER 12, 2016

The MENA WEEKLY MONITOR

Economy___________________________________________________________________________
p.2 ESCWA SEES ARAB REGION GROWING BY 1.5% THIS YEAR
The Economic and Social Commission for Western Asia issued a report on economic and social 
developments in the Arab region, saying that the estimated average GDP growth rate in the region in 
real terms was 0.9% in 2015, unchanged from 2014. 

Also in this issue
p.3 IMF approves three-year US$ 12 billion extended arrangement for Egypt 
p.4 S&P revises outlook on Oman to “negative” from “stable”
p.4 Kuwait realty sales fall by a yearly 27% in Q3 2016 to the equivalent of US$ 5.6 billion, says NBK

Surveys___________________________________________________________________________
p.5 CONSUMER CONFIDENCE DECLINED IN THREE OUT OF FOUR SURVEYED MENA 
COUNTRIES IN Q3 2016, AS PER NIELSEN
Consumer confidence declined in three out of four surveyed MENA countries compared to Q2 2016, 
according to the Consumer Confidence report for Q3 2016 by Nielsen.     

Also in this issue
p.5 Investing in customer analytics offers exciting opportunities for MENA retail sector growth and  
 development, as per Booz Allen Hamilton 
p.6 Saudi Arabia’s economic growth expected by the EIU to be sluggish in 2017-2021 

Corporate News___________________________________________________________________________
p.7 CREDIT SUISSE HIRED TO SELL RBS's SAUDI HOLLANDI BANK STAKE
Credit Suisse was appointed to sell Royal Bank of Scotland's 40% stake in Saudi Hollandi Bank, in a deal 
potentially worth around US$ 1.2 billion, as per Reuters. 

Also in this issue
p.7 Oman Oil to develop three petrochemical projects 
p.7 Investcorp to reach US$ 25 billion AUM target next year
p.8 UAE's Eshraq Properties said to invest US$ 204 million on new projects
p.8 Acwa Power launches new clean energy firm
p.8 Muriya signs mortgage deal with Bank Muscat 

Markets In Brief___________________________________________________________________________
p.9 HEALTHY PRICE GAINS IN REGIONAL EQUITIES, DOWNWARD PRICE PRESSURES 
ACROSS BOND MARKETS
Regional equity markets saw healthy price gains week-on-week, as reflected by a 4.1% surge in the S&P 
Pan Arab Composite Index. This was mainly supported by extended price increases in Saudi equities 
following KSA’s first international bond issue, and a significant rise in Egyptian equities amid rising 
bets during the week about an imminent IMF approval for a long-awaited loan package. In contrast, a 
sell-off mood reigned over MENA bond markets, tracking declines in US Treasuries amid rising market 
inflation expectations in the US following the election of a new US President that fueled bets about a 
new era of tax cuts and US government spending.
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ECONOMY
_____________________________________________________________________________
ESCWA SEES ARAB REGION GROWING BY 1.5% THIS YEAR

The Economic and Social Commission for Western Asia (ESCWA) recently issued a report on economic 
and social developments in the Arab region covering 2015-2016. The ESCWA said that the estimated 
average growth rate of the gross domestic product (GDP) in the Arab region in real terms was 0.9% in 
2015, unchanged from the rate registered in 2014. Oil prices, falling since mid-2014, have strained the 
economies of Arab countries, which were further pressured by armed conflicts and political instability. 

The economies of Gulf Cooperation Council (GCC) countries, which had previously led growth in the 
region, slowed down last year, affected by factors including loss of oil export revenues, slow domestic 
demand expansion and weaker business confidence. GCC countries also faced more challenges in 
economic diversification strategies. Reform measures, including subsidy reforms, were adopted in those 
countries, in an effort to cope with lower oil prices.

The fall in oil prices did not benefit energy-importing Arab countries as much as expected as per the 
ESCWA, because of declines in nominal export revenues due to weak foreign demand. Security incidents 
in the region dwindled the tourism sector and services exports. Balance of payments conditions were 
tightened, especially in Egypt, Sudan, Syria, Tunisia and Yemen, restricting domestic demand expansion 
and suppressing living standards. Armed conflicts in Iraq, Libya, Syria and Yemen continued, and 
employment opportunities in the region were further limited by the stagnating economic situation as 
per the report. As a result, there was a massive increase in refugee and migrant flows to Europe in 2015.

The growth rate of the Arab region is expected by the ESCWA to reach 1.5% this year. Economic expansion 
in GCC countries will further decelerate, due to projected additional cuts in public expenditure. Tightening 
of the United States monetary policy and an increase in debt issuance by GCC governments are likely to 
discourage investments because of rising financing costs. Other Arab countries are also projected to 
register weak growth due to geopolitical factors, weak demand prospects from China and Europe, and 
tightened balance of payments conditions.

The average annual consumer price inflation was estimated to be at 5.4% in 2015 in the Arab region, 
compared to 5.2% in 2014 as per the report. In GCC countries, low international commodity prices reduced 
other inflationary pressures, such as the price rise in housing-related items due to subsidy reforms. Low 
inflation in the euro zone had an effect in several Arab countries. The consumer price inflation rate is 
expected by the ESCWA to remain at an average of 5.4% in 2016 in the region. International commodity 

SELECTED ARAB REGION ECONOMIC INDICATORS

Source: ESCWA (November 2016 report showing March 2016 estimates and forecasts for 2015-2017 period)
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prices are likely to remain low, which will yield low inflation rates in Arab countries. A rise in the price of 
housing-related items, due to further subsidy reforms, is expected to have a moderate impact on overall 
price levels in GCC countries. 

With the savings glut in developed economies on the one hand and the tightening balance of payments 
conditions in developing economies on the other hand, the world economy is showing increased 
polarization as per the report. Market mechanisms have failed to make funds available for development. 
Heightened geopolitical risks and conflicts have affected economic activities negatively, particularly 
in the Arab region. Excess savings in developed economies should be invested to alleviate balance 
of payments conditions in developing economies, including in the Arab region. Regional and global 
support measures should be adopted to tackle macroeconomic constraints and create a solid foundation 
for sustainable economic and social development in Arab countries, according to the same source. 
_____________________________________________________________________________
IMF APPROVES THREE-YEAR US$ 12 BILLION EXTENDED ARRANGEMENT FOR EGYPT 

The Executive Board of the International Monetary Fund (IMF) approved a three-year extended 
arrangement under the Extended Fund Facility (EFF) for the Arab Republic of Egypt for an amount 
equivalent to about US$ 12 billion to support the authorities’ economic reform program.

The EFF-supported program would help Egypt restore macroeconomic stability and promote 
inclusive growth. Policies supported by the program aim to correct external imbalances and restore 
competitiveness, place the budget deficit and public debt on a declining path, boost growth and create 
jobs while protecting vulnerable groups, as per the IMF. 

The Executive Board’s approval allows for an immediate purchase of about US$ 2.75 billion, with the 
remaining amount to be phased over the duration of the program subject to five reviews. 

Following the Executive Board discussion, the IMF’s Managing Director and Chair said that the Egyptian 
authorities developed a homegrown economic program, which would be supported under the IMF’s 
Extended Fund Facility, to address longstanding challenges in the Egyptian economy. These include a 
balance of payments problem manifested in an overvalued exchange rate, large budget deficits that led 
to rising public debt, and low growth with high unemployment. The authorities recognize that resolute 
implementation of the policy package under the economic program is essential to restore investor 
confidence, reduce inflation to single digits, rebuild international reserves, strengthen public finances, 
and encourage private sector-led growth. 

The IMF also said that the liberalization of the exchange rate regime and the devaluation of the Egyptian 
pound were critical steps toward restoring confidence in the economy and eliminating foreign exchange 
shortages. The new exchange rate regime would be supported by prudently tight monetary policy to 
anchor inflation expectations, contain domestic and external demand pressures, and allow accumulation 
of foreign exchange reserves.

EGYPT SELECTED MACROECONOMIC INDICATORS

Source: IMF
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The report added that reducing fiscal deficits considerably and thereby placing public debt on a clearly 
declining path is an important objective of the authorities’ program. To this end, the key policy measures 
are the introduction of a VAT, a reduction of energy subsidies, and the optimization of the public sector 
wage bill. To mitigate the impact of the reforms on the poor, the authorities intend to use part of the 
fiscal savings to strengthen the social safety nets. The planned fiscal consolidation is projected to reduce 
public debt by almost 10 percentage points of GDP by the end of the program.

According to the IMF, Egypt’s structural reforms are critical for the success of the program. The aim is 
to address deep-seated structural impediments to growth and job creation, and create an enabling 
environment for private sector development. The main areas of reforms include business licensing and 
insolvency frameworks, public financial management including State-owned enterprises, energy sector 
and subsidy reforms, and labor market reform to create jobs and increase labor market participation.

Last but not least, the IMF noted that risks to program implementation were significant, but were 
mitigated by the strength of the policy package, frontloading of major measures implemented as prior 
actions, and broad political support for the objectives of the program and ambitious policy efforts.
_____________________________________________________________________________
S&P REVISES OUTLOOK ON OMAN TO “NEGATIVE” FROM “STABLE”

Standard & Poor’s revised the outlook on the Sultanate of Oman to “negative” from “stable”. At the same 
time, the rating agency affirmed the “BBB-/A-3” long-term and short-term foreign and local currency 
sovereign credit ratings.

The outlook revision reflects that Oman’s fiscal consolidation could take longer than expected. The 
rating agency meanwhile assumed that government financing needs would largely be funded externally 
due to the Sultanate's narrow domestic capital markets. As a result, the economy’s external debt could 
exceed its liquid external assets by more than anticipated, thereby limiting buffers to offset external 
pressures.

The widening of Oman’s current account deficit and deterioration in its external position moved in 
tandem with the worsening of the government’s fiscal position. With government spending remaining 
relatively high in the context of the sharp decline in government oil revenues, import levels remain  
broadly supported at levels prior to the sharp decline in oil prices in  mid-2014. 

Oil export revenues also declined sharply and S&P expects the current account deficit to reach double-
digit levels as a percentage of GDP for most of the period to 2019. The rating agency expects these 
current account deficits to be largely financed by a sharp increase in government external debt. Should 
larger fiscal deficits and related wider current account deficits result in external debt exceeding liquid 
external assets to a greater extent than expected, the rating agency could lower the ratings. In S&P’s 
view, this would suggest a material weakening of Oman’s external buffers available to offset external 
pressures. Standard & Poor’s also notes the related deterioration in the Omani government’s net asset 
position over the period, but expects the sovereign to  remain in a small net asset position by 2019.
_____________________________________________________________________________
KUWAIT REALTY SALES FALL BY A YEARLY 27% IN Q3 2016 TO THE EQUIVALENT OF US$ 
5.6 BILLION, SAYS NBK

Real estate sales in Kuwait fell by 27% year-on-year in the third quarter of 2016 to KWD 1.7 billion (US$ 5.6 
billion) amid slow activity in the sector triggered by concerns over the impact of utility price hikes, as per 
the National Bank of Kuwait (NBK).
 
Slow activity in the real estate market dominated the third quarter as sales volumes were down by 39% 
from last year. The  number of transactions also fell by 24% year-on-year, according to NBK. The summer 
season was weaker than the previous year’s as concerns increased over the impact of utility price hikes in 
2017 and continued pressure on the government budget.
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SURVEYS
_____________________________________________________________________________
CONSUMER CONFIDENCE DECLINED IN THREE OUT OF FOUR SURVEYED MENA COUNTRIES 
IN Q3 2016, AS PER NIELSEN

Consumer confidence declined in three out of four surveyed MENA countries compared to Q2 2016, 
according to the Consumer Confidence report for Q3 2016 by Nielsen. The countries covered in the 
report consisted of Egypt, Morocco, Saudi Arabia and the United Arab Emirates.   

In the four MENA countries measured, confidence scores ranged from a high of 108 in the United Arab 
Emirates (a one-point decrease from Q2) to a low of 70 in Egypt (an 11-point decrease from Q2). It is worth 
noting that, regionally, confidence fell two points to 87, the region’s lowest reading since Q1 2013, as 
optimism fell in three markets from the second quarter, as per the report. 

Confidence scores were just above the optimism baseline in Saudi Arabia (100), despite a decline of four 
points from the second quarter of 2016. Morocco’s confidence increased, rising six points to 89 in the 
third quarter of 2016, as per the report. As for the United Arab Emirates, the confidence level reached 
108, down by one point from the previous quarter.

According to the report, Egypt’s confidence score of 70 is the lowest score in the 10 years the country 
index has been tracked on the Nielsen survey. Personal-finance sentiment declined seven percentage 
points to 42%, the outlook for jobs went down six percentage points to 25%, and immediate-spending 
intentions decreased eight percentage points to 23% from the second quarter.

Furthermore, Egypt's local currency  against the dollar recently fell to a record low, and prices consequently 
increased across all verticals, as per Nielsen. Amid the current situation, consumer confidence in the 
economy declined by double digits in the third quarter but steps were underway to secure a bailout by 
the International Monetary Fund to ease the current situation and to increase supplies of basic goods 
over the coming months, at the time of the report issuance date. 

Last but not least, it is important to note that job security was one of the biggest concerns at 29% 
for the Africa/Middle East region, an increase of one percentage point from the second quarter. Job 
concerns were followed by worries about the economy (26%) and increasing food prices (16%). Both 
concerns showed no change from the second quarter. Worry about work/life balance (15%) was up two 
percentage points from the second quarter, and concern about parents’ welfare and happiness (13%) 
was down one percentage point.
_____________________________________________________________________________
INVESTING IN CUSTOMER ANALYTICS OFFERS EXCITING OPPORTUNITIES FOR MENA 
RETAIL SECTOR GROWTH AND DEVELOPMENT, AS PER BOOZ ALLEN HAMILTON

Booz Allen Hamilton, the global consulting and technology firm, has found that investing in customer 
analytics offers exciting opportunities for the growth and development of the regional retail sector.

The report titled ‘Next Generation Retailers: Power Up Your Analytics’ discusses how the global retail 
sector is changing in the face of an unprecedented shift in customer behavior, fueled by advanced 
technology and wider acceptance of online shopping and ecommerce.

According to the report, developments in digital commerce and underlying predictive customer analytics 
promise to deliver significant opportunities to a sector that is forecast to grow by 4.6% region-wide next 
year. This opportunity could offset the economic pressures that retail now faces, and take the sector 
to new heights. However, to realize this potential, retailers must learn how to successfully navigate the 
digital space and turn the deluge of public and customer data scattered across their different business 
units into tangible business results at their fingertips, as per the report.
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Increased real estate and labor costs are also driving businesses to seek a profitable mix of traditional and 
digital sales channels. The burden is therefore increasingly on the retailers to embark on digital programs 
to ensure that outlets remain both relevant and profitable, as per the report.

Against this backdrop of economic growth and infrastructure development, the report tracks the changes 
sweeping the MENA retail industry and the factors that will fuel growth in the sector.

The report highlights how data analytics can be incorporated into a company’s business processes with 
the aim of transforming the organization’s business model into comprehensive data-driven decision 
making. By leveraging the value of data both internal (customer profiles, footfall, transactions) and 
external (social media, traffic, weather, macroeconomic), retailers can tailor their offering to drive sales, 
while at the same time optimizing their return on investment, as per the report.  

According to the report, data analytics can be used to create value for customers themselves, improving 
their journey and helping retailers exceed expectations besides influencing strategy about customer 
stickiness, loyalty and relationship.

The report also highlights six imperatives that are central to building a sustainable customer analytics 
capability. These include building a case for customer analytics, defining customer analytics service 
offering, building the right customer analytics capabilities, investing in agile and scalable systems, 
establishing an optimal operating model, and changing corporate culture. When incorporated correctly, 
these imperatives can help retailers stay competitive in the long run, as per the report.

According to the report, while the unstable global economy may have raised questions over the ability of 
MENA retailers to make a profit this year, Booz Allen Hamilton predicts that in the retail sphere, the rapid 
rise of customer analytics is creating an environment in which retailers can not only survive, but thrive.
______________________________________________________________________________
SAUDI ARABIA’S ECONOMIC GROWTH EXPECTED BY THE EIU TO BE SLUGGISH IN 2017-
2021 

Economic growth is expected to be sluggish in 2017-2021 in Saudi Arabia, as the pace of expansion is 
restrained by fiscal austerity and declining investment, according to the Economist Intelligence Unit (EIU) 
country outlook on Saudi Arabia. 

According to the report, economic growth was estimated at 1.1% in 2016, the slowest rate since 2009. The 
latter was led by a sharp slowdown in the non-oil sector. 

With further subsidy reductions likely in 2017 and oil production declining slightly, in line with an 
expected OPEC quota deal, the EIU expects the sluggishness to persist. Growth would be driven by 
progress on several enormous infrastructure projects, which would provide opportunities for the private 
sector, as per the EIU. 

Moving on to inflation, amidst an increase in petrol prices in January alongside rises in electricity and 
water bills, annual inflation rose to 4.1% in the first seven months of 2016, compared to 2.3% at end-2015.

Moreover, the Kingdom’s current account is expected to remain fairly close to balance over the five-year 
forecast period as a gradual recovery in oil prices and rising returns on the Public Investment Funds (PIF’s) 
foreign asset holdings offset a growing import bill. The country’s external account would be further 
supported by rising export volumes of aluminum, phosphate and petrochemicals which should ensure 
that the trade balance remains in surplus throughout the forecast period, as per the report.  
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CORPORATE NEWS
_____________________________________________________________________________
CREDIT SUISSE HIRED TO SELL RBS's SAUDI HOLLANDI BANK STAKE

Credit Suisse was appointed to sell Royal Bank of Scotland's 40% stake in Saudi Hollandi Bank, in a deal 
potentially worth around US$ 1.2 billion, as per Reuters.

Saudi Arabia's sovereign wealth fund, the Public Investment Fund (PIF), was considered a likely buyer of 
the stake, as per the same source. 

The fund has been buying up assets at home and abroad following plans to turn it into the world's 
largest sovereign wealth fund with US$ 2 trillion of assets.

RBS, which acquired the stake via its 2007 purchase of ABN AMRO, was looking to sell it for a number of 
years as it retreats from international operations and tries to bolster its capital base. 

The Saudi Hollandi stake is the largest holding within RBS's RBS NV division. This is ultimately 97.7% 
owned by RBS, while Banco Santander and the Dutch government have small holdings.
_____________________________________________________________________________
OMAN OIL TO DEVELOP THREE PETROCHEMICAL PROJECTS 

State-owned Oman Oil Company (OOC), the national petroleum investment company, plans to progress 
the implementation of three strategically significant petrochemical ventures next year.

All three schemes – the Salalah Liquefied Petroleum Gas (LPG) project of Oman Gas Company, the 
purified terephthalic acid (PTA) and polyethylene terephthalate (PET) complex of Oman International 
Petrochemical Industries Company (OMPET), and the ammonia project of Salalah Methanol Company – 
would be sent to OOC’s board for approval in the coming weeks.

The total investment in all three ventures, with or without financing, is in the range of OMR 700 million 
(US$ 1.81 billion).

The three petrochemical ventures, along with the joint venture Duqm Refinery currently under 
development in Wusta Governorate, are vital to supporting the nation’s economic diversification and 
employment generation, as per the company's CEO.
_____________________________________________________________________________
INVESTCORP TO REACH US$ 25 BILLION AUM TARGET NEXT YEAR

Investcorp expects to reach its target of US$ 25 billion for assets under management (AUM) next year, 
by which time it would have a strategy formulated to take the measure to US$ 100 billion, as per the 
company’s Chairman.

The alternative investment firm had set an aim in November 2015 of more than doubling its AUM over a 
period of seven years from US$ 11 billion.

The acquisition of the debt-management business of Britain's 3i Group PLC for US$ 275.5 million, 
announced last month, increased its AUM to US$ 23 billion within the first year of the target. 

Apart from 3i, Investcorp has also announced deals in the past 12 months for a 55% stake in Italian 
menswear company Corneliani, a minority stake in Saudi Arabian supermarket group Bindawood 
Holding, and cybersecurity firms Securelink and Nebulas.
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_____________________________________________________________________________
UAE'S ESHRAQ PROPERTIES SAID TO INVEST US$ 204 MILLION ON NEW PROJECTS

Real estate developer Eshraq Properties announced an AED 750 million (US$ 204 million) expansion with 
three new projects in Dubai and Abu Dhabi.

One of the projects is a residential, retail and leisure scheme comprising three plots of land at Dubai’s 
Jumeirah Village Circle (JVC).

The other two projects were the Marina Rise scheme on Reem Island, Abu Dhabi, and The Gateway 
mixed-use building, also in Abu Dhabi.

Marina Rise comprises the commercial and residential-led Marina Rise C1 and Marina Rise C3, as well as 
Marina Rise C2 with a luxury hotel and two restaurants.

The Gateway is located in Sas Al Nakheel, adjacent to Sheikh Zayed Bridge. The scheme would feature an 
upmarket shopping mall and seven-storey four-star beach hotel.

In addition, The Gateway has three residential buildings with a total of 180 units, planned to replicate 
Dubai’s Jumeirah Beach Residences (JBR) with shops on the ground floor.

All three new projects are scheduled to open in 2021.
______________________________________________________________________________
ACWA POWER LAUNCHES NEW CLEAN ENERGY FIRM

Acwa Power is set to launch a new company that would group its existing renewable energy portfolio 
and act as a platform to capitalize on the rapidly growing market potential for renewable energy in 
emerging markets.

In 2015, US$ 266 billion was invested globally in renewable power capacity, more than double the 
estimated US$ 130 billion invested in new coal and gas generation capacity, according to UN Environment 
Programme (Unep). However, given the legacy investment in conventional generation capacity, clean 
technologies only accounted for just over 10% of world electricity generation as at last year, indicating a 
clear opportunity for investment in renewables, as per a company statement.

The new company established is called Acwa Power RenewCo.

Acwa Power’s renewable energy portfolio includes nine projects across four countries with a total 
production capacity in excess of 1 GW of renewable power and total investment cost of US$ 4.8 billion.
______________________________________________________________________________
MURIYA SIGNS MORTGAGE DEAL WITH BANK MUSCAT

Muriya, a Omani ITC developer, signed an agreement with Bank Muscat to provide prospective 
homeowners and investors with its home-financing solutions when purchasing property at Jebel Sifah’s 
newly launched Golf Lake residences.

Under the agreement, Omanis and expatriates interested in the development would be able to benefit 
from the bank’s home-financing products and acquire tailored mortgage terms from its branches in the 
Sultanate.

Overlooking Jebel Sifah’s dedicated nine-hole Harradine golf course, Golf Lake is a residential property 
that would comprise 14 buildings and 118 one and two-bedroom apartments upon completion. It was 
launched in October 2016.
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EQUITY MARKETS INDICATORS (NOVEMBER 06, 2016 TILL NOVEMBER 12, 2016)

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

CAPITAL MARKETS
_____________________________________________________________________________
EQUITY MARKETS: PRICE GAINS IN REGIONAL EQUITIES, SUPPORTED BY KSA’S EASED 
LIQUIDITY CONCERNS AND EGYPT’S HEALTHY CAPITAL INFLOWS

Regional equity markets saw healthy price gains week-on-week, as reflected by a 4.1% surge in the S&P 
Pan Arab Composite Index. This was mainly supported by extended price increases in Saudi equities 
following KSA’s first international bond issue that helped ease liquidity concerns, and a significant rise 
in Egyptian equities amid rising bets during the week about an imminent IMF approval for a long-
awaited loan package following the recent measures and reforms, including the currency float.

In details, the Egyptian Exchange registered significant price gains week-on-week, as reflected by 
a 14.2% surge in the S&P Egypt BMI, on rising bets that a long-awaited US$ 12 billion loan package 
would be approved by the IMF’s Executive Board, after all US$ 6 billion in bilateral financing have been 
secured and a letter of intent outlining the Egyptian government’s reform program has been sent to 
the IMF. In fact, the IMF approved Egypt’s request for a US$ 12 billion loan facility on November 11, 
2016. Within this context, Egypt’s Finance Ministry said that the country expects the first tranche of 
the loan package, amounting to US$ 2.75 billion, to be disbursed soon. Also, foreign funds started to 
flow into the bourse following last week’s currency devaluation and float. This allowed internationals 
to be heavy net buyers of Egyptian stocks during this week. On the top of all these favorable news, 
the Central Bank of Egypt announced that it has reached a US$ 2 billion financing agreement with a 
consortium of international banks, in a deal aimed at boosting foreign reserves.

That being said, Ezz Steel’s share price rose by a significant 14.3% to close at LE 8.25. Talaat Moustafa 
Group’s share price went up by 19.7% to LE 7.47. EFG-Hermes’ share price increased significantly by 
16.8% to LE 18.49. Telecom Egypt’s share price surged by 12.6% to LE 10.07 despite posting a 27.8% 
year-on-year fall in its 2016 third quarter net profits after minority interest to reach LE 868 million. 
Commercial International Bank’s share price jumped by 21.9% week-on-week to close at LE 67.22. The 
bank posted net profits of LE 1.71 billion during the third quarter of 2016 as compared to net profits 
of LE 1.33 billion during the same period of last year. Naeem Holding said that CIB is expected to be a 
major beneficiary from growth in banking activities after the currency float.
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Also, the heavyweight Saudi Tadawul continued to benefit from improved investor sentiment after 
the Saudi government raised US$ 17.5 billion from the sale of the largest ever international bond 
in emerging markets, and following the Kingdom’s pledge to pay private sector arrears before the 
end of 2016, which helped ease concerns about government finances and tight banking system 
liquidity. Within this context, the S&P Saudi index posted a 7.7% rise week-on-week. Al Rajhi’s share 
price jumped by 9.2% to SR 62.99. Samba’s share price surged by 12.6% to SR 22.18. SABB’s share price 
climbed by 15.3% to SR 21.67. Banque Saudi Fransi’s share price went up by 12.0% to SR 25.41. Riyad 
Bank’s share price closed 4.8% higher at SR 10.42. Arabian Pipes Company’s share price surged by 7.0% 
to SR 14.63. APC got SR 78 million worth of orders from Aramco for steel pipes.

In contrast, the UAE equity markets recorded shy price declines of 0.3% week-on-week. In Dubai, 
Emaar Properties’ share price retreated by 1.0% to AED 6.700. Emaar Properties posted 2016 third 
quarter net profits of AED 1.15 billion as compared to AED 843 million a year earlier, yet still missing 
analysts’ estimates. Emaar Malls’ share price fell by 1.6% to AED 2.540. Damac Properties’ share price 
shed 2.3% to AED 2.120. Damac posted 2016 third quarter net profits of AED 902 million as compared 
to net profits of AED 1.02 billion a year earlier. In Abu Dhabi, Taqa’s share price dropped by 3.4% to AED 
0.57. Taqa announced a widening net loss of AED 1.72 billion during the first nine months of 2016 as 
compared to a net loss of AED 581 million during the same period of last year. ADCB’s share price fell 
by 3.0% to AED 5.82. Aldar Properties’ share price closed 0.8% lower at AED 2.60.
_____________________________________________________________________________
BOND MARKETS: SELL-OFF MOOD ACROSS REGIONAL FIXED INCOME MARKETS, 
TRACKING US TREASURIES MOVE

A sell-off mood reigned over MENA fixed income markets this week, tracking declines in US Treasuries 
amid rising market inflation expectations in the US following the election of a new US President that 
fueled bets about a new era of tax cuts and US government spending.

In the Egyptian credit space, sovereigns maturing in 2020, 2025 and 2040 posted weekly price falls of 
1.75 pt, 2.25 pts and 5.00 pts respectively, tracking US Treasuries move despite rising bets about an 
imminent IMF approval for a long-awaited US$ 12 billion loan facility, which effectively took place on 
November 11, 2016.

As to credit rating changes, S&P revised the outlook on the long-term sovereign credit rating on Egypt 
to “stable” from “negative”. At the same time, the rating agency affirmed the “B-” long-term and “B” 
short-term foreign and local currency sovereign credit ratings. Standard & Poor’s revised the outlook 
to “stable” to reflect the balance between Egypt’s longstanding external and fiscal vulnerabilities and 
the rating agency’s expectation that the IMF’s EFF program would provide external financing to Egypt 
to meet its foreign exchange requirements over the coming 12 months. Nevertheless, S&P’s ratings on 
Egypt remain constrained by wide fiscal deficits, high public debt, low income levels, and institutional 
and social fragility, according to S&P.

In parallel, Fitch said that the devaluation of the Egyptian pound and the Central Bank’s stated intention 
to allow the currency to float are major steps in Egypt’s external, monetary and fiscal adjustment 
and are “positive” for the sovereign’s credit profile. But such a large currency adjustment puts the 
spotlight on social and political risks in an already challenging policy environment. Over the medium 
term, the exchange rate shift should also support external rebalancing, raise portfolio inflows, and 
ease FX shortages, as per Fitch.

In the Abu Dhabi credit space, debt papers saw price falls across the board. Sovereigns maturing in 
2019, 2021 and 2026 posted price drops of 0.38 pt, 0.75 pt and 2.13 pts respectively week-on-week. 
Mubadala papers maturing between 2019 and 2023 witnessed price declines of 0.63 pt to 1.38 pt. 
Prices of IPIC papers maturing between 2017 and 2041 retreated by 0.13 pt to 3.00 pts. Taqa papers 
maturing between 2017 and 2036 witnessed price decreases of up to 3.38 pts. Regarding plans for new 
issues, Dana Gas is reviewing Sukuk plans including refinancing sales. Also, Etihad Airways announced 
plans to issue a debut US dollar-denominated benchmark Sukuk. HSBC, JP Morgan, National Bank of 
Abu Dhabi, Abu Dhabi Islamic Bank, Dubai Islamic Bank and First Gulf Bank are the deal underwriters.
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Z-SPREAD BASED AUDI MENA BOND INDEX V/S INTERNATIONAL BENCHMARKS

Sources: Bloomberg, JP Morgan, Bank Audi's Group Research Department

In Dubai, sovereigns maturing between 2017 and 2043 posted price declines of 0.56 pt to 7.63 pts. 
Prices of DEWA’18 and ’20 retreated by 0.25 pt and 0.38 pt respectively. DP World’17, ’20, ’23 and ’37 
posted price decreases ranging between 0.38 pt and 5.88 pts on a weekly basis.

In the Omani credit space, sovereigns maturing in 2021 and 2026 were down by 1.25 pt and 2.88 pts 
respectively. Amongst financials, prices of National Bank of Oman’19 and Perpetual fell by 0.25 pt and 
0.13 pt respectively week-on-week. National Bank of Oman is in talks with banks with a view to issuing 
an international bond early next year.

In the Kuwaiti credit space, KIPCO’19, ’20 and ’23 traded down by 1.00 pt, 1.50 pt and 0.81 pt respectively. 
In contrast, Burgan Bank’21 and Burgan Bank Perpetual posted price increases of 0.19 pt and 0.38 pt 
respectively week-on-week. As to credit ratings, Fitch affirmed Kuwait’s long-term foreign and local 
currency Issuer Default Ratings at “AA” with a “stable” outlook. The country ceiling was affirmed at 
“AA+” and the short-term foreign and local currency IDRs were affirmed at “F1+”. Kuwait’s key credit 
strengths are the sovereign’s strong fiscal and external metrics, with one of the lowest fiscal breakeven 
Brent oil prices (US$ 46/bbl) among Fitch-rated oil exporters.
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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.


