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KUWAIT: Financial Centre “Markaz” recently
released its Monthly Market Research report that
examines and analyzes the performance of equity
markets in the MENA region as well as the global
equity markets for the month of November. 

The report stated that barring Saudi Arabia,
Kuwait and Morocco, MENA markets ended in red
during the month of November 2015, with Egypt (-
14.6 percent) declining the most, followed by Qatar
(-13.0 percent), Dubai (-8.6 percent) and Oman (-6.4
percent). Decline in oil price by 10 percent during
the month and subsequent monetary tightening
has led to the regional market response. 

Egypt markets were affected badly after con-
cerns regarding the fall in tourism revenues trig-
gered a massive sell-off, while Qatar and the UAE
markets suffered due to falling oil prices and the
MSCI rebalancing, after addition of overseas listed
Chinese companies to the emerging markets index.
Saudi Arabia (1.6 percent), Kuwait Wt.ed index (1.2
percent) and Kuwait Price index (0.5 percent) mar-
kets gained marginally in November, due to investor
expectation of stabilization of oil price in the OPEC
meeting. S&P GCC declined 2.3 percent in

November, making it a cumulative YTD declined of
15.4 percent. 

MENA markets liquidity continued its momen-
tum in November, with volume increasing by 20
percent and value traded by 7.7 percent, post the
lulled market activity in the last quarter. With the
exception of Oman and Jordan, other MENA mar-
kets witnessed rise in market liquidity, with Bahrain,
Kuwait, and the UAE leading the charge. Bahrain
showed the most improvement with value traded
increasing by 268 percent and volume traded
increasing by 167 percent, after being the worst hit
in Oct’15.    

SABIC (KSA) was the top performing blue chip,
gaining 9.1 percent in November, followed by
Emirates Telecom (UAE) and Saudi Telecom (KSA),
which gained 7.8 percent and 4.7 percent, respec-
tively. Despite SABIC’s Q3 profit falling 9.4 percent to
$1.5bn, the company was able to beat analyst esti-
mates by cutting operational costs. Also, SABIC esti-
mates chemical prices to either remain stable or

increase in 2016, as China’s economic growth is
expected to improve, thereby driving oil demand. 

The company is also eyeing overseas acquisition
to expand its markets geographically. Emirates
Telecom has benefited from its decision to allow for-
eign and institutional investors to own its shares
and has rallied since the announcement made dur-
ing the previous quarter. Qatari companies,
Industries Qatar (-18.3 percent), Ezdan Holdings (-
18.0 percent) and Masraf Al-Rayan (-17.4 percent)
were the top three losers in November, as they were
affected by the rebalancing of the MSCI emerging
markets index and the fall in hydrocarbon price. 

Standard & Poor’s cut its ratings for Saudi Arabia’s

long-term foreign and local currency sovereign
credit to ‘A-plus/A-1’, citing a “pronounced negative
swing” in the government’s budget balance. S&P
kept its outlook for the ratings negative, saying it
could lower them further in the next two years
unless the government managed a large and sus-
tained cut in its deficit.  Moody’s has Pointed out
that the fiscal position of Saudi Arabia is weakening,
while keeping its rating unchanged. Saudi Arabian
corporate earnings declined during Q3 2015 as low
oil prices pulled down the wider economy.
Cumulative net income at 166 listed companies
dropped 14 percent from a year earlier to $7.4bn.

Saudi Arabia’s cabinet recently stated that it was
ready to cooperate with OPEC and non-OPEC coun-
tries to achieve market stability, before OPEC met on
Dec 4 to review its year-long policy of not support-
ing prices. But the OPEC members were not able to
agree on a production ceiling as Iran wanted to
scale back its production to levels prior to western
sanctions before it considers production curb, which
led to further decline in oil price. The market
remains over-supplied, with production having risen
to a record 97.09mbpd. 

Free-falling of oil prices continues to affect MENA markets 

LONDON: Royal Dutch Shell expects to slash thou-
sands more jobs to save costs if its takeover of BG
Group goes through as planned early next year fol-
lowing a final green light from China.

The acquisition, which was announced on April 8
and is biggest in the sector in a decade, has been
cleared by China’s Ministry of Commerce, Shell said
yesterday, after earlier approvals from Australia, Brazil
and the European Union. Shell and BG will now send
a merger prospectus to their shareholders and hold
special general meetings for votes on the deal. If
approved, it will face a court hearing 10 days later and
could be completed by early February.

Some shareholders, however, have voiced con-
cern over the merits of the acquisition following the
sharp slide in oil prices. The fall in Shell’s share price
since April means the value of the deal has fallen to
$53 billion from $70 billion.

Shortly after announcing the green light from
China, Shell issued a statement saying it expected to
cut about 2,800 roles globally from the combined
group. That would be nearly 3 percent of the group’s
combined workforce of about 100,000, or equivalent

to more than half BG’s roughly 5,000 employees.
The Anglo-Dutch oil and gas company had

already outlined steps to protect dividend payouts
and cashflow following the merger, which include
cost savings of $3.5 billion and $30 billion in asset dis-
posals. The new job cuts are also in addition to previ-
ously announced plans to reduce Shell’s headcount
and contractor positions by 7,500 worldwide.

Shell B shares were down 1.6 percent by 1217
GMT, while BG shares traded 0.3 percent lower. A BG
spokesman said the company would remain focused
on its business plan until the deal is completed.

INVESTOR CONCERNS
The combination will transform Shell into the

world’s top liquefied natural gas (LNG) trader and a
major offshore oil producer focused on Brazil’s rapid-
ly-developing sub-salt oil basin that would rival Exxon
Mobil’s position as the world’s biggest international
oil company.

Shell has nevertheless had to battle a sharp slide
in oil prices, which have fallen from $55 a barrel in
April to below $40 a barrel, which some investors said

undermined the deal.
“The deal doesn’t make financial sense at the cur-

rent oil price. You have got to be pretty bullish on the
current oil price to make this deal work.” David
Cumming, Head of Equities at Standard Life
Investments, told BBC Radio yesterday. Analysts at
Credit Suisse, however, said the deal still made strate-
gic sense. “Yes, it is tough when one looks at spot oil
prices ... We are in the camp of ‘Yes’, not just because
of the strategic rationale longer term, but also
because of Shell’s CEO and Chairman, who we think
are the right people at the helm in this environment,”
the bank said.

Last month, sources told Reuters that the Chinese
Ministry of Commerce had pressed Shell to sweeten
long-term LNG supply contracts as the world’s top
energy consumer faces a large surfeit over the next
five years.

The integration of the two companies has been
planned by a joint committee in recent months but
could encounter some difficulties as BG’s small and
relatively nimble operations are merged with Shell’s
much larger structure. — Reuters

Shell sees more job cuts as 

BG deal gets China green light

Deal to face Shell, BG shareholder votes

LONDON: Europe’s travel industry could lose
over $1 billion in revenues because of the impact
of the Paris attacks, analysts say, though low oil
prices and a recovering economy will offset
security worries for the best-placed companies.
Keen to benefit from the positive factors,
investors are focusing on groups that offer a
wide range of destinations, can avoid places
where safety is in doubt, and have robust
enough finances to absorb potential shocks.

“Big companies may be better prepared
because they have more ... and further destina-
tions that will be tempering the losses,” said Ipek
Ozkardeskaya, market analyst at London Capital
Group.

The full impact of the Nov. 13 attacks that
killed 130 people in Paris will become clearer
with fourth-quarter results, but there is already
evidence of a significant hit to Europe’s tourism
industry, worth $500 billion according to the
UN’s World Tourism Organization.

Hotel revenues in Paris are down 30-40 per-
cent from last year’s levels, restaurant revenues
have fallen by a similar margin while new flight
bookings to Paris fell by 27 percent in the week
following the attacks. That cost Air France KLM
50 million euros ($55 million), while British bus
and train operator Stagecoach last week issued a
profit warning because of customer fears about
trips to big cities.

“I suspect that we’re going to see a little bit
more of a lingering impact for the travel indus-
try,” said Ken Odeluga, market analyst at City
Index. Analysts who spoke to Reuters gave esti-
mates of the total revenue hit on Europe’s travel
and tourism sectors from the Paris attacks rang-

ing from 800 million euros to well over 1 billion
euros.

With the political and security situation still
volatile in many parts of the Middle East and
major Western countries on high alert for further
Islamist attacks, safety fears will continue to hang
over the sector for the foreseeable future.

“It can get worse when, instead of having one
event, you are starting to have a series of events,
because people then feel very insecure,” said
Daniele Patti, senior research analyst at Allianz
Global Investors. On the positive side, analysts
cited tour operator TUI , cruise operator Carnival,
online holiday retailer On The Beach Group,
Ryanair and British Airways parent IAG as being
able to weather the storm.

TUI, the world’s largest tour operator, said on
Thursday it was confident of increasing earnings
by more than 10 percent this year, as it switched
out of Egypt and Tunisia to focus on the Canary
Islands and Cyprus instead. 

With ships seen as less likely to be targeted in
attacks, Carnival was cited as a good bet in the
current context, while On The Beach Group
could benefit from its focus on destinations like
Spain, Portugal and the Canaries.

Airlines are also attractive as they are trad-
ing at a discount to the market, with Ryanair
and IAG’s price-to-earnings ratios at 13 and
11.5 respectively, compared with an average of
16.6 on the STOXX Europe 600 index and 16.4
on the UK FTSE 100 index. Oil is a key factor for
airlines, with analysts estimating that a dollar
drop in the oil price added between 10 and 15
pence (15 to 23 cents) to their share prices last
year. — Reuters
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TOKYO: Japan’s biggest manufacturers
were in a cautious mood during the last
quarter of the year, a central bank survey
showed yesterday, despite a modest
pick-up in the world’s number three
economy. The Bank of Japan’s closely-
watched Tankan report showed confi-
dence among major manufacturers was
flat at plus 12 in December from the pre-
vious quarter.

The survey of more than 10,000 com-
panies nationwide is the most compre-
hensive indicator of how Japan Inc. is far-
ing, and marks the difference between
the percentage of firms that are upbeat
and those that see conditions as unfavor-
able.

The latest result was slightly better
than market expectations, and likely to
temper hopes that Japanese policymak-
ers will expand their stimulus program.

The BoJ holds its last meeting of 2015
this week. “The upside surprise in today’s
Tankan survey will support the Bank of
Japan’s upbeat view on the economy and
suggests that policymakers will leave the
pace of asset purchases unchanged at
least until January,” research firm Capital
Economics said in a commentary.

The latest report comes after the BoJ’s
previous survey showed sentiment fell
from its highest level in more than a year,
as a slowdown in China and weakness at
home dented firms’ confidence.

Sentiment among non-manufacturers
was also unchanged in the latest BoJ
report, along with confidence at medi-
um-size and small  manufacturers.
December’s Tankan set a “weak tone” for
the mood among Japan’s firms, while
company forecasts were also lacklustre,

said Junichi Makino, chief economist at
SMBC Nikko Securities.

“In the immediate term, exports and
production have bottomed out,” Makino
added. “Among non-manufacturers...
(sentiment) remains weak, despite
improvement in commercial conditions.”

Last month, official economic growth
figures showed another contraction in
the July-September period, suggesting
Japan had fallen into its second recession
in as many years.

But later revised figures actually
showed modest 0.3 percent growth in
the quarter, as capital spending and fac-
tory output picked up. The initial data
threatened to deal an another blow to
Prime Minister 

Shinzo Abe, who has staked his repu-
tation on kick-starting the economy with
a policy blitz of fiscal spending, aggres-
sive monetary policy easing and structur-
al reforms-dubbed Abenomics. 

Japan’s economy fell  into a brief
recession in 2014 after consumers tight-
ened their belts as Tokyo hiked the coun-
try’s consumption tax to help pay down a
massive national debt. That downturn
spurred the central bank to sharply
increase its already massive bond-buying
program-a cornerstone of Abenomics-
effectively printing money to spur lend-
ing. But the moves, and Abe’s lurch to
overhaul Japan’s highly-regulated econo-
my, have been slow going as the conser-
vative premier marks his third year in
office this month. Japan, once boasting
Asia’s biggest economy with internation-
ally known brands, has been overtaken
by rival China, as years of deflation
weighed on growth. — AFP

JEDDAH: A man looks at a car displayed during the opening day of the Saudi International Motor Show on Sunday in the Red Sea
city of Jeddah. — AFP
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PARIS: Cuba has reached a deal with its
creditors under which they will forgive
$8.5 billion of late payment charges and
Cuba will pay $2.6 billion of arrears over
an 18-year period, according to the
French Finance Ministry and Cuba’s Paris
Club creditors. French Finance Minister
Michel Sapin said that of the $470 mil-
lion in principal and original interest
payments that Cuba owes to France,
$240 million will be repaid, while the
rest will be converted into development
projects for Cuba.

“This agreement opens a new era in
the relations between Cuba and the
international financial community,”
Sapin said in a statement. France is
Cuba’s main creditor and will be
annulling $4 billion of the $8.5 billion
total under the deal.

Earlier this month, diplomats said
Cuba was nearing a deal with 15 rich
creditor nations of the Paris Club to
restructure $16 billion in debt stemming
from a 1986 default, with creditors
expected to forgive most of the amount
owed. One diplomat said that Cuba had
agreed to pay the principal of around $5
billion owed since its 1986 default in
exchange for forgiving $11 billion in
service charges, interest and penalties,
with talks focused on how long Cuba
would take to repay and how much of
the money would be reinvested in Cuba.

Most of the creditors are willing to
show flexibility due to their increased
interest in doing business in Cuba fol-
lowing the Communist-run island’s
detente with the United States and con-
tinuing domestic reforms. — Reuters

Cuba reaches debt deal

with its creditors

Japan business confidence 

flat despite recovery signs

TOKYO: People stand in front of an electronic stock board of a securities firm in
Tokyo yesterday. Asian stock markets were mostly lower yesterday Wall Street’s
losses as investors awaited the US Federal Reserve’s decision this week on
whether to go ahead with an interest rate hike. —AP 

LONDON: The UK government is considering nationalizing the
nuclear submarine business of Rolls-Royce Holdings Plc, which
powers its Trident missile deterrent system, the Financial Times
reported.

The government may also decide to merge some or all parts
of Rolls-Royce Holdings’ businesses with BAE Systems, the FT
said on Sunday.

Rolls-Royce Chief Executive Warren East had ruled out any
plans to “sell big chunks” of their business in November amid
pressure from activist investor ValueAct for the company to
divest its marine engine business and focus on its main aero-
engine business.

The company shocked investors four months ago when it
said profits from its aero-engine business, its biggest unit
which last year accounted for about half of profits and which it
is counting on for future growth, would shrink in 2016. Officials
at Prime Minister David Cameron’s office are concerned that
Rolls-Royce’s management has no substantial experience of
defending itself in the event of a hostile takeover bid, the FT
reported, citing people familiar with the matter.

The paper quoted a government spokesperson saying that
the company is a “major contributor to the UK economy and is
an important supplier of defense equipment to the govern-
ment.”

The 131-year-old company that supplies engines to air-
planes, ships and for industrial use, issued a fourth profit warn-
ing in November as a slowdown in Asia hit demand for servic-
ing older aircraft engines. Representatives of the UK govern-
ment and BAE Systems could not be reached immediately for
comment outside regular business hours. Rolls-Royce declined
to comment other than to say yesterday that it was in contact
with the UK government as a matter of routine to keep officials
updated on performance and progress. — Reuters
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