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DUBAI: Saudi Arabia’s stock market pared
losses and was nearly flat late yesterday after
hitting an eight-month low in a broad sell-off
driven by oil’s weakness. The main Saudi
stock index had dropped as much as 3.5 per-
cent earlier in the day. Most local stocks
turned positive in the afternoon, after heavy
losses in August which saw the bourse lose
$50 billion in market capitalization. The mar-
ket, which had shrugged off oil’s weakness in
June and July, finally began to adjust to it this
month, and is down 12 percent so far in
August. In the latest Reuters poll of Middle
East asset managers at the end of July, they
were most bearish on the Riyadh bourse, cit-
ing its expensive valuations compared with
the rest of the region.  

The main Saudi equities index dropped 2.9
percent to 7,762 points, falling below its
January low of 7,770 points and extending its
loss this month to 14.6 percent. Nearly all
stocks were in the red, indicating a broad and
indiscriminate sell-off. Petrochemicals giant
Saudi Basic Industries dropped 4.5 percent to
85.50 riyals despite carrying for the last trading
day a dividend of 5.5 riyals that will be paid on
Sept. 2. US crude slumped over 4 percent on
Wednesday, hitting a fresh 6-1/2 year low, on

news of an unexpected stockpile build in the
United States. The Brent crude benchmark
dropped 3.4 percent on Wednesday. Both US
oil and Brent have slipped further yesterday
and Chinese equities dropped again, reinforc-
ing concerns about the state of China’s econo-
my, one of the biggest oil consumers in the
world. Egypt’s stock index fell 0.8 percent and
Ezz Steel fell 1.2 percent after the company
said its first-quarter loss had widened to 136
million Egyptian pounds ($17.4 million) from
19 million pounds a year earlier. Ezz said it had
to reduce output after being unable to secure
enough raw materials because of foreign cur-
rency shortages in the country.

Heavyweight Commercial International
Bank (CIB) fell 1.5 percent after Egypt’s Pharos
Securities said the stock was still not cheap
enough to go overweight on it.

“We believe a tactical underweight is the
preferred course of action in the short term,
given what seems to be an upcoming perfect
storm for emerging markets and given that
the bank trades only 6.9 percent below our fair
value estimate,” it said in a note. “This perfect
storm, which could be triggered by a rate hike
in the US in September, significantly raises the
risk of a steep Egyptian pound devaluation

versus the dollar in the very short term, which
may deter foreign investors from building
aggressive long positions in Egyptian equities
in general and CIB in specific.” 

Dubai tumbles 
Dubai’s stock market led losses in the Gulf

early yesterday after oil prices in the United
States tumbled to their lowest level since 2009.
US crude slumped over 4 percent on
Wednesday as a huge, unexpected stockpile
build in the United States reinforced concerns
about a growing global oil glut. The European
Brent crude benchmark dropped 3.4 percent
on Wednesday. 

Developer Emaar Properties, the most trad-
ed stock, tumbled 4.4 percent and its smaller
competitor DAMAC was down 4.1 percent.
With a diversified business base, Dubai’s econ-
omy is relatively well insulated from tumbling
oil prices, but there is concern over the impact
of cheap oil on neighbouring economies and a
possible pull-out of money by Saudi investors,
who have been burned by a plunge of their
own stock market. Elsewhere in the Gulf, Abu
Dhabi’s bourse fell 1.4 percent.  Kuwait’s index
edged down 0.2 percent and Oman slipped
0.05 percent. — Reuters

DUBAI: The Saudi Arabian riyal fell
sharply in the forwards market yesterday
as oil prices dropped and Saudi equities
plunged, prompting some traders to
hedge against the risk of pressure on the
riyal’s peg to the dollar in the long term.

One-year dollar/Saudi riyal forwards
jumped as high as 300 points, their high-
est level since March 2003, from
Wednesday’s close of 250 points. Since

Gulf currencies are pegged or closely
linked to the dollar in the spot market -
the Saudi riyal is pegged at a rate of 3.75 -
the forwards market is used by some
banks and international investors to
hedge against risks in the region.

Bankers and economists said they did
not see any immediate pressure on the
Saudi peg, and the central bank’s huge
foreign reserves, which stood at $664.5

billion in June, meant it had plenty of fire-
power to support the riyal for the foresee-
able future. Nevertheless, the slide of oil
prices is hurting Saudi government
finances and has helped to trigger a
plunge of the main Saudi stock index,
which was down 2.9 percent in early
trade yesterday, bringing its losses this
month to 14.6 percent. General instability
in emerging markets, as well as oil pro-

ducer Kazakhstan’s decision to float the
tenge yesterday and this month’s devalu-
ation of the Chinese yuan, added to mar-
ket jitters. The move in Saudi forwards
affected markets in other Gulf oil
exporters, even those with state finances
that are widely seen as stronger than
Riyadh’s. One-year dollar/United Arab
Emirates forwards climbed, though much
more slowly. — Reuters

Dollar-Saudi riyal forwards jump as oil, equities slide

Saudi Arabia bounces off 
8-month low, trades flat

MIDEAST STOCK MARKETS

SURABAYA: Workers unload local livestock from a shipment from Nusa Tenggara island on arrival at Surabaya port.
Indonesia will issue permits to import another 50,000 cattle, the government said August 10 after beef prices soared
and butchers went on strike following a decision to dramatically reduce shipments from Australia. — AFP 

Egypt’s Ezz Steel output 
hit by forex shortages

CAIRO: Egypt’s largest steel maker Ezz Steel’s first-quarter net loss
increased to 136 million Egyptian pounds ($17 million) from 19 million
pounds in the same period last year, hit by foreign currency shortages,
the company said yesterday. Net sales fell to 4.8 billion pounds from 5.3
billion in the same period last year. “Ezz Steel was not able to source suf-
ficient foreign currency, due to a major change in the regulations of the
banking sector,” said Paul Chekaiban, chairman and managing director.

“As a consequence we had to limit imports of raw materials and to
reduce the volume of our production and sales which has negatively
impacted margins and the bottom line,” he said.

The central bank cracked down on the country’s foreign exchange
black market earlier this year in the hope of persuading foreign
investors that the economy has returned to normal after four years of
turmoil. But Egyptian importers and exporters say official measures to
cap dollar deposits at Egyptian banks have reduced foreign exchange
liquidity and stifled business activity while failing to achieve long-term
stability in the currency market. Ezz Steel operates four plants in Egypt
and controls more than half the country’s steel market. Like other heavy
industries in Egypt, its profitability had suffered in recent years from
weak exports and a shortage of gas as the government diverted gas
supplies towards electricity production to ease regular blackouts.
However, in October Egypt imposed temporary tariffs to protect
domestic steel rebar manufacturers from cheap foreign imports during
the energy crunch.  — Reuters

US dollar against KD firms
KUWAIT:  The US dollar firmed vis-a-vis the Kuwaiti dinar,
trading at KD 0.302 but the euro rose to KD 0.336 yesterday
compared to Wednesday’s rates, the Central Bank of Kuwait
(CBK) said. The sterling pound also steadied, trading at KD
0.474, however the Swiss franc climbed to KD 0.313. The
Japanese yen meanwhile remained unchanged, at KD 0.002.

The US dollar lost 0.6 percent of its value against the oth-
er major currencies in Wednesday’s trades, following four
days of profits. The US Federal Reserve Bank had lowered
forecast interest rate hike for next month.  — KUNA

Egypt to lower top tax rate, 
freeze capital gains tax

CAIRO: Egypt will lower the top tax rate and threshold for compa-
nies and individuals in high income brackets and freeze a 10 per-
cent tax on capital gains within two weeks in order to attract
investors and boost the economy, the finance minister has said.
“We await the issuing of amendments lowering the income tax ceil-
ing to 22.5 percent as well as amendments to the capital gains tax
within a few days; one or two weeks at the most,” Finance Minister
Hany Dimian told Reuters in an interview.

The government had initially announced the decisions to lower
the top tax rate on companies and individuals from 25 percent to 22.5
percent for 10 years in March, but it is yet to be signed into law by
President Abdel Fattah Al-Sisi. “The highest income bracket right now
is 250,000 Egyptian pounds ($32,000) annually and is taxed at 25 per-
cent. This will be reduced to 22.5 percent and will be applied to those
earning 200,000 pounds, not 250,000 like before,” Dimian said.

In May, the government said it would freeze a 10 percent tax on
capital gains, reversing a central component of its economic reform
agenda that investors had criticized, but the freeze is yet to be
signed into law. It kept in place a 10 percent tax on stock dividends.
The Cairo bourse had previously been exempt from any taxes on
capital gains or dividends.

The taxes, approved by Sisi in July 2014 as part of efforts to
overhaul an economy battered by years of political turmoil, were in
April challenged in court. — Reuters


