
CAIRO: Egyptian Prime Minister
Sherif Ismail will meet Saudi officials
and investors this week in a bid to
drum up more investment as Egypt
seeks to revive an economy suffering
from a foreign currency shortage.
The talks follow a visit by Ismail and
several ministers to Saudi Arabia ear-
lier this month to present potential
projects and push forward pledges
made at an international investment
conference in Sharm al-Sheikh in
March.

Egypt attracted $12 billion in
pledges from Gulf countries at the
conference, where President Abdel
Fattah Al-Sisi urged foreign investors
to help Egypt recover from the tur-
moil unleashed after the 2011 upris-
ing overthrew Hosni Mubarak.

About $6 billion was deposited in
Egypt’s central bank to help replen-
ish its dwindling foreign currency
reserves. The rest was to come as
investments, many of which are still
being negotiated.

Egypt’s International Cooperation
Minister Sahar Nasr was one of the
ministers to join the recent visit to
Saudi. “We had a clear road map. We
had different forms of projects. We
had development projects which I
presented which are mainly in part-
nership with the Saudi Fund for
Development,” she told Reuters in a
recent interview.

“We have a delegation coming
soon, a high level delegation from
Saudi Arabia to move on the next
steps.” Deputy Crown Prince and
Defence Minister Mohamed Bih
Salman will visit Cairo at the head of
a Saudi delegation this week, the
government said in a statement.

Under discussion will be a num-

ber of projects including plans for a
hydroelectric plant in Assiut and
plans to develop the Red Sea resort
of Sharm al-Sheikh, the statement
said. In July, Egypt and Saudi Arabia
issued a so-called Cairo Declaration,
a pledge to work together on
defence and improve cooperation
on investment and trade.

Gulf states have showered billions
of dollars on Egypt since mid-2013,
when Sisi removed the Muslim
Brotherhood from power.  They
opposed the Brotherhood’s rise after
the 2011 revolt.

Egyptian officials have denied
speculation that Gulf support has
slowed amid declining oil prices and

concerns about the pace of Egypt’s
economic reforms. Cairo is also at
odds with Riyadh over policy in
Syria. Nasr said she was also in con-
tact with Kuwaiti investors.

Sherif Otaifa, adviser on mega
projects to the investment minister,
said Egypt was moving away from
direct Gulf aid toward long-term
investments. Otaifa said Egypt was
also working to resolve legal dis-
putes that had hampered invest-
ment. “We are focusing on the pri-
vate investors of the Gulf ...They are
big now and they built  a good
experience in the operational mod-
els and they have to expand,” he
said.—Reuters

Egypt seeks to drum up Gulf investments

CAIRO: A transport boat sails in the Nile River past a promotional
banner that reads “Investment is the key to Egypt’s welfare” in
Cairo. Egypt launched a major economic conference to attract
foreign investors. The government says new investment is crucial
to rescue an economy gutted by four years of turmoil since
Egypt’s 2011 uprising. -AP

Business
MONDAY, DECEMBER 14, 2015

OPEC dilemma 
deepens crisis

Page 23

Dollar drops after US 
mixed performance 

Page 25

Govt blasted over
London airport 
expansion delay

Page 22
Quality of regulation, the spoke in the Gulf’s wheel 

Page 26

KUWAIT: Share prices in the energy-rich Gulf
states tumbled to multi-year lows yesterday after
oil prices closed the week below $38 a barrel, the
lowest in seven years. The slide was led by mar-
kets in the United Arab Emirates and Saudi Arabia,
which plunged below key resistance points amid
a sell-off by concerned investors.

Crude prices nosedived Friday, with Brent
dropping 4.5 percent to $37.93 a barrel and West
Texas Intermediate losing 3.1 percent to $35.62 a
barrel. Gulf states, which pump over 18 million
barrels of oil per day, heavily depend on crude
income for public revenues. Brent crude posted its
biggest weekly percentage drop in over a year
after the International Energy Agency (IEA)
warned global oversupply of crude could worsen
next year. The Kuwait Stock Exchange dropped
0.93 percent to 5,633.28 points, a three-year low. It
has lost 13.8 percent on the year. Saudi’s bench-
mark index plunged 2.7 to 6,764 points. It is down
32 percent from a 2015 peak of 9,897 on April 30.

“Low oil prices coupled with investors’ height-
ened nervousness about the kingdom’s budget
has compounded volatility in the markets,” said
Hisham Tuffaha, head of equity investments at
Riyadh-based Mulkia Investments.

“Overall we are in a downtrend, for some sec-
tors this is justified, especially oil-linked industries
like petrochemicals, other segments such as
banks this is less so.” Saudi Telecom Co (STC), the
country’s biggest telecommunications company,
dropped 1.9 percent, despite the Kuwaiti market
regulator approving STC’s takeover plan for
Kuwait’s Viva.

The retail sector was down 3.5 percent, with
Saudi Company for Hardware (SACO) and Al
Othaim losing 6.3 and 3.7 percent respectively.
Recent retail data showed signs of weakness, as
consumers are shopping less and cutting back on
spending at stores, according to a note by Saudi’s
NCB Capital.

“The slowing growth in sales transaction val-

ues is similar to the period during the global
financial crisis and oil price declines in 2008,” NCB
Capital’s note added.

The Saudi Tadawul All-Shares Index (TASI)
dropped 2.65 percent to 6,764.60 points, its low-
est close since November 2012. It has lost 18.8
percent since the start of the year. TASI, the largest
Arab bourse, slid lower during the day but recov-
ered before closing. 

Dubai’s index fell 2.1 percent to 2,883 points. It
is down 23.6 percent in 2015, making it the worst
performing Gulf bourse this year. Emirates NBD -
Dubai’s largest bank by market value - tumbled
4.1 percent, reversing earlier session gains.  Dubai
Islamic Bank fell 3 percent to 5.42 dirhams, a 2015
low. Arabtec retreated 3.7 percent, falling near a
four-year low.

Abu Dhabi’s index dropped 2.1 percent as
blue-chip Etisalat, the largest stock by market val-
ue, slid 2.5 percent. The telecom company is up
57.2 percent this year, which has helped limit the

benchmark’s year losses to 11.7 percent.
Qatar Exchange, the second largest Arab

bourse, shed 3.7 percent to close at 9,643.65
points, the lowest level since September 2013. It
has shed 21.5 percent compared with last year.
Financial sector heavyweights Masraf Al-Rayan
and Qatar National Bank dropped 6.3 and 2.1 per-
cent respectively.

Muscat Securities Exchange slid 0.66 percent
to 5,414.99 points, a 12-month low, while the tiny
Bahrain Stock Exchange dropped slightly. Gulf pri-
vate companies are feeling the heat from govern-
ment measures to cut capital spending on which
they heavily rely.  The decline in Gulf markets fol-
lowed a global shares rout on Friday due to low oil
prices. 

Egypt dips 
Egypt’s bourse fell  3.7 percent to 6,395

points, within 93 points of November’s 2015
low. “The sell-off is part of the declines in other

Middle East markets following a drop in oil
prices,” said Simon Kitchen, head of regional
strategy at Cairo’s EFG Hermes.

“The Egyptian market is uncertain about the
central bank’s interest rate decision at the mon-
etary policy meeting scheduled at the end of
this week,” Kitchen added. Egypt’s annual urban
consumer inflation rose to 11.1 percent in
November from 9.7 percent in October, the offi-
cial statistics agency CAPMAS said on Thursday.
That is the steepest increase in headline infla-
tion since June.

The higher inflation figures are unlikely to
influence Thursday’s central bank meeting to
set interest rates, analysts told Reuters, noting
the main priority is likely to be promoting
growth. Local and Arab traders were net sellers
while foreign investors were net buyers,
exchange data showed. Orascom Telecom and
Commercial International Bank fell 7.3 and 4.2
percent respectively. —Agencies

Gulf stocks dive to multi-year lows 
Oil’s drop to near 11-year lows drags down markets

MANAMA: An oil pump at sunset in the desert oil fields of Sakhir, Bahrain, yesterday. Gasoline prices remain low in the United States and are expected to soon drop below $2 a gallon. —AP

DUBAI/RIYADH: Saudi Arabia’s government
is expected to announce spending cuts and
a drive to raise revenue from new sources as
it lays out a strategy to cope with an era of
cheap oil, people familiar with Saudi policy-
making said.

Markets in the world’s top oil exporter
are jittery because low crude prices have
pushed state finances deep into deficit and
so far, the government has not revealed a
detailed, comprehensive plan to stem the
flow of red ink. But in coming weeks,
authorities will make their intentions clear-
er. The state budget for 2016 is expected to
be released on or around Dec. 21, official
sources said. In the following weeks, proba-
bly in January, the government is to reveal a
multi-year economic plan that may include
longer-term reforms such as cuts to energy
subsidies and new taxes.

The budget will be the first drafted by
the administration of King Salman, who
took the throne in January, and the first car-
rying the imprint of his son Mohammed bin
Salman, who chairs a powerful new Council
of Economic and Development Affairs that
now dominates the economic policy appa-
ratus. So far Mohammed bin Salman, also
defense minister, has focused much of his
energy on launching Saudi Arabia’s military
intervention in Yemen. He is now expected
to apply some of that willingness to take
radical action to the economy. “A strategic
review of economic policy is underway in
the government and officials are putting
together a new framework for managing
the economy,” said Khalid Alsweilem, a for-
mer senior official at the central bank, now
fellow at the Harvard Kennedy School’s
Belfer Center in Boston.

He said much of the work was occurring

at the Ministry of Economy and Planning,
where Adel al-Fakieh became minister in
April. As labor minister in 2010-2015, Fakieh
developed a reputation for implementing
complex reforms. Under Fakieh, the econo-
my ministry has gained influence while the
Ministry of Finance has become less central,
Alsweilem said. “There’s a 180 degree
change in the way policy-making is being
done.” The two ministries did not respond to
requests for comment.

Cuts
The government’s deficit this year is

expected to come in at about 400-500 bil-
lion riyals ($107-133 billion), around 20 per-
cent of gross domestic product. To ease
market jitters, the government will need to
cut next year’s deficit sharply. Prominent
Saudi economists contacted by Reuters
expect the 2016 budget to plan spending of
about 800 billion riyals, roughly 20 percent
lower than their estimate of this year’s actu-
al spending. The government is likely to
curb public sector wage rises and bonuses,
but that is politically sensitive, so most
spending cuts would occur in public invest-
ment. “The state has delivered a lot of infra-
structure projects, so spending should nor-
mally decline gradually over the next few
years,” said Mazen Al-Sudairi, research chief
at Al-Istithmar Capital.

In the past Riyadh has often overspent
its annual budget plan, but one change
introduced by Mohammed bin Salman is
expected to be stricter adherence to the
plan. He told the New York Times last month
that one of his key challenges was “the way
we prepare and spend our budgets”. The
result, if Brent oil stays around $40 a barrel
next year, could be a budget deficit of

around 200 billion riyals - still large, but
enough of a reduction to let Riyadh slow
the liquidation of its foreign assets. 

Reforms
If oil stays cheap for years, deeper

reforms will be needed to stabilize state
finances; the multi-year economic plan may
prepare the ground for this. Officials have
said they are looking at raising domestic
energy prices, potentially saving some of
the over $100 billion spent annually to keep
prices low.

Subsidy cuts would start with rises in the
cost of natural gas feedstock and power for
industry; politically difficult hikes in domes-
tic petrol prices would come later and be
spread over years, said a source familiar
with official thinking.

The government is also considering pri-
vatizations and new taxes. The cabinet has
approved a tax on undeveloped urban land
that could be introduced as soon as the end
of next year.

Saudi Arabia and five other Gulf Arab
states have stepped up talks on imposing a
value-added tax across the region; a United
Arab Emirates official said governments
were aiming to introduce it in three years.
Alsweilem said that in the long term, it
would not be enough for Riyadh to increase
domestic revenue sources - authorities
would need to develop non-oil sources of
foreign exchange to make up for oil rev-
enues lost because of low prices.

Increasing non-oil exports would hap-
pen only slowly, so Riyadh should also con-
sider introducing new policies to preserve
its foreign assets and create a sovereign
wealth fund to increase returns on them, he
said. —Reuters

Saudis to set strategy 
for era of cheap oil


