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MIAMI: Job applicants fill out forms during a job fair at Dolphin Mall in Miami. Business economists are slightly less bullish about prospects for economic growth in 2016, according to a survey published yesterday by the National Association for
Business Economics. — AP (See Page 23)

Oil plunges to $41 after OPEC inaction
Cartel’s omission of output target reference exposes rift

LONDON: Oil prices fell to their lowest in near-
ly seven years yesterday after OPEC’s meeting
ended in disagreement over production cuts
and without a reference to its output ceiling,
while a stronger dollar made it more expen-
sive to hold crude positions.

The Organization of the Petroleum
Exporting Countries (OPEC) failed to agree in
its policy meeting on Friday to lower produc-
tion in an attempt to stem prices that have
dropped more than 60 percent since June
2014. For the first time in decades, oil minis-
ters dropped any reference to the group’s out-
put ceiling, highlighting disagreement among
members about how to accommodate Iranian
barrels once Western sanctions are lifted.

“A stronger dollar and the aftershock of
Friday’s OPEC meeting are weighing on the oil
market,” said Tamas Varga, oil analyst at broker-
age PVM Oil Associates in London.

Brent crude prices, the globally traded
benchmark, traded down 92 cents at $42.08 a
barrel at 1439 GMT and touched a low of
$41.77, the lowest since March 12, 2009. US
crude was down $1.20 at $38.77 a barrel, a
drop of 3 percent on Friday’s close. The dollar
was up against a basket of currencies after
jobs data published on Friday bolstered the
case for a rise in US interest rates this month.

Analysts at Barclays said the lack of an
OPEC production target in its written
announcement was a sign of discord. “Past

communiques have at least included state-
ments to adhere, strictly adhere, or maintain
output in line with the production target. This
one glaringly did not,” they said.

OPEC’s output of more than 30 million bar-
rels per day (bpd) has compounded an oil glut,
pushing production 0.5 million to 2 million
bpd beyond demand and putting many pro-
ducers under pressure, especially small-sized
US shale drillers that have piled up large
amounts of debt.

Analysts at Commerzbank said any recov-
ery in prices would be dictated not by OPEC
but by rising demand and a fall in production
outside of the group. “Rising oil prices next
year will not depend on OPEC reaching imme-

diate agreement or on a return to price con-
trol, as we expect prices to increase primarily
on the back of continued robust demand
growth and a decline in non-OPEC oil produc-
tion,” they said in a report. Saudi Arabia, the
world’s biggest oil exporter, is banking on pro-
ducers of unconventional oil buckling for out-
put to fall. 

Aramco reasoning
Saudi Aramco Chief Executive Amin Nasser

said at a conference in Doha yesterday that he
hoped to see oil prices adjust at the beginning
of next year as unconventional oil supplies
start to decline.

In a sign that US production could dip,

Baker Hughes’ November data showed US rig
count numbers were down by 31 month on
month to 760 rigs. Others disagreed. Patrick
Pouyanne, CEO of French oil company Total,
said at the same event that he did not expect
prices to recover next year as production
growth was set to outstrip a rise in demand.

“It is not unreasonable to assume that
downward pressure on prices will remain for
the foreseeable future, as it will take time for
low prices to materially scale back produc-
tion,” Cenkos Securities analysts said. In a
sign that investors expect prices to remain
weak for years to come, WTI forward con-
tracts out to 2024 have dropped below $60
a barrel. — Reuters

Regional investors dump

stocks; no buying impetus

DUBAI: Most Middle East markets fell yesterday as oil prices
sank to their lowest in nearly seven years, spurring stock sell-
ing on the bourses of the region’s energy producers.

Dubai’s index dropped 2.2 percent to its lowest close
since December last year, although property and telecom
stocks helped Abu Dhabi’s bourse edge up 0.3 percent. “Local
sellers led the market lower today,” said Julian Bruce, head of
institutional trading at Dubai-based EFG Hermes, adding
there were no market catalysts to generate buying demand.
The divergence between the neighboring Emirati bench-
marks was because retail investors dumped stocks in Dubai’s
bourse, while foreign institutions bought shares in Abu
Dhabi. Dubai’s Emaar Properties and Drake and Scull two
favorite stocks of retail traders - declined 4 and 3 percent
respectively. Abu Dhabi’s Aldar Properties climbed 1.7 per-
cent on net foreign buying, according to Bruce. Brent crude
prices, the globally traded oil benchmark, slumped to its the
lowest since March 2009 after OPEC’s meeting ended in dis-
agreement over production cuts and without a reference to
its output ceiling.

Such turmoil seemed to weigh heavy on Saudi Arabia
investor sentiment. Riyadh’s benchmark fell 1.3 percent to
7,167 points. But it remains above the psychologically-impor-
tant level of 7,000 points, having rallied from a 35-month
closing low of 6,881 in mid-November.

Al-Tayyar Travel Group rose 0.3 percent to 74.25 riyals,
although this was 2 riyals below its mid-session peak. The
company announced before trading that it had bought 60
percent of local online hotel-booking company Almosafer for
22.5 million riyals ($6 million). Qatar’s index fell 0.8 percent
and Kuwait’s benchmark dipped 0.1 percent.

EGYPT SAGS
Cairo’s benchmark slid 0.9 percent to 6,778 points, ending a

four-session rally. A break above 7,000 could spur buyers to
enter the market more aggressively, according to a Cairo-based
trader. “There was some profit-taking by local institutions after
recent gains,” said Simon Kitchen, director of regional research
at Cairo-based EFG Hermes. Commercial International Bank, a
foreign investor favorite, slumped 3.5 percent, as international
funds sold. — Reuters

MIDEAST STOCK MARKETS

DOHA: Oil prices are not expected to rise next year, the
head of French energy giant Total told reporters in Qatar
yesterday. “We don’t anticipate a recovery in 2016,” Total
CEO Patrick Pouyanne said on the sidelines of the
International Petroleum Technology Conference (IPTC) in
Doha. “Having said that I don’t know if the price will be at
40, 45, 50, 60” dollars per barrel, he added.  “In 2016 the
growth of capacity will still be larger than the growth of
demand.

“I am not very optimistic for 2016, beyond that it is
difficult to know.” Oil prices have nosedived by more than
60 percent in the last 18 months, with the world’s largest
oil producing nations defying calls to reduce output.
Crude prices fell  heavily on Friday as West Texas
Intermediate sank 1.0 percent and Brent lost 1.9.
However, Pouyanne added that Total had budgeted to
meet the continued lower oil prices and ruled out any

job losses in the near future.
“My job is to be sure that we can make profits whatev-

er the price is,” he told AFP.  “The good answer which we
are working on in Total is to lower the break-even,” he
said, adding that the objective is to break even at $60 per
barrel in 2017.

Pouyanne added that he was not surprised by OPEC’s
decision last week against slashing high output levels. He
added that he expected “non-OPEC supply” to contract
next year.

“Non-OPEC supply will contract because US supply
will contract from the middle of next year. From mid-
2016 we should begin to see a contraction of US produc-
tion,” he said. Pouyanne is one of several big names from
the oil industry attending the conference, including the
CEO of Shell, Ben Van Beurden and Amin Nasser, the pres-
ident and CEO of Saudi Aramco. — AFP

Total boss rules out oil 

price recovery in 2016

DOHA: President and Chief Executive Officer of Qatar Petroleum, Saad Sherida Al-Kaabi (left) and
French oil giant Total Chief Executive Officer, Patrick Pouyanne listen during the 9th International
Petroleum Technology Conference (IPTC) in the Qatari capital Doha yesterday. — AFP

MOYALE, Kenya: The leaders of Kenya
and Ethiopia promised yesterday to
create jobs, reduce poverty and foster
trade in their restive borderlands,
where conflict has intensified in
recent years.

The $200 million project aims to
create a trade and investment hub
along the remote 860 km (530 mile)
border where human, arms and drug
trafficking are rife, the head of the
United Nations in Kenya, Nardos
Bekele-Thomas, said. “The problem
here is poverty,” she told the Thomson
Reuters Foundation. “It’s just hopeless-
ness that creates insecurity.”

Clashes between herding commu-
nities over grazing land, water and
cattle have become increasingly dead-
ly due to an influx of guns, as well as
political power struggles and fast-
growing populations. Kenya’s army
was sent to restore order to the border
town of Moyale, 800km (500 miles)
north of the capital Nairobi, in 2013
after dozens were killed and villages
were burned to the ground in a jostle
for power between rival clan militias.
Around two-thirds of the population
of Kenya’s Marsabit County - more
than 70,000 people - fled, mostly to
Ethiopia’s Borana Zone where many
have relatives, the UN said.

“We can exchange conflict and
insecurity for peace and prosperity,”
Kenya’s President Uhuru Kenyatta told
dignitaries seated in a white tent dec-
orated with the two countries’ nation-
al colors. “We shall work together to

ensure that Moyale becomes the
Dubai of the Horn of Africa,” he added,
referring to the Middle Eastern trade
hub. A tarmac road linking Nairobi
and the Ethiopian capital Addis Ababa
is due to be completed by September
2016, he said.

Restoring peace will be a chal-
lenge. The arid region is awash with
guns due to its proximity to unstable
Somalia where Al-Qaeda-linked mili-
tants have been fighting to topple the
government.

Ethiopian soldiers also make spo-
radic incursions into Kenya in pursuit
of Oromo Liberation Front rebels.
Many homesteads have guns to deter
invaders, while herders often carry
firearms to protect their animals
because there is little police presence.

With the support of Western
donors and the World Bank, the gov-
ernment’s plan to diversify the live-
stock-dominated local economies and
improve access to water, education
and healthcare. Eight in ten residents
of Marsabit County live below the
poverty line, government data shows.
Security officials held back large
crowds who lined the road to watch
the lengthy convoy of officials speed
through the town.

Among them, 18-year-old Abdi
Aden Adow said governments should
boost cross-border trade as frequent
droughts have pushed his family, who
keep goats and camels, into poverty.
“There is no rain,” he said. “Life is very
hard.” — Reuters

Kenya, Ethiopia vow to 

turn conflict-ridden 

border into trade hub


