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Speculators back
in Dubai as Amlak

shares surge
DUBAI: A surge in shares of Amlak Finance since they returned to
Dubai’s stock market last month has raised concerns about a new
wave of unbridled speculation on one of the region’s biggest
exchanges. The Islamic mortgage lender has soared about 150 per-
cent since it restarted trading in early June after a six-year suspen-
sion due to debt problems. At its latest close of 2.52 dirhams, the
stock is far above levels considered fair value by fund managers,
many of whom put its value well below 1 dirham.

But this has not deterred the retail investors who dominate mar-
kets in Dubai and most of the region. Amlak accounted for 45 per-
cent of total traded value on Dubai’s bourse in June, eclipsing much
bigger blue-chip banks and property developers.  The stock
remained Dubai’s most active in the first half of July.

This is potentially a worry because it carries echoes of last year’s
bubble in the shares of Dubai builder Arabtec.

Arabtec dominated trading volumes as it more than tripled in 4-
1/2 months, before crashing 60 percent in six weeks, partly because
many investors’ positions were leveraged. Arabtec’s plunge spread
through Dubai’s market, causing the main stock index to tumble 31
percent from peak to trough. “Obviously, given the (Amlak) price
action it is a concern for some investors,” said Amer Khan, senior
executive at Dubai’s Shuaa Asset Management.

The Arabtec saga highlighted the pitfalls of investing in Gulf
stock markets, which benefit from strong economic growth but can
be exposed to heavy speculation by retail investors.  Individual
investors accounted for 80 percent of total buying and 82 percent
of total selling in June, according to data from the Dubai Financial
Market. Institutional investors express much the same bemuse-
ment over Amlak as they did over Arabtec last year. Shehzad Janab,
head of asset management at Dubai’s Daman Investments, said he
could see no logical reason for Amlak’s current value.

“One can argue that Amlak became the darling of the specula-
tors as it rose parabolically during the month of June with no justifi-
cation based on any traditional valuation metric i.e. price-to-earn-
ings, price-to-book value, etc.,” Janab said. In a statement last
month, Amlak said it had no material information that could
explain its share movements.

Institutions
Stock market officials are trying to make the Dubai market

more stable by increasing the participation of institutional
investors. Last year, the Dubai exchange was upgraded to emerg-
ing market status from frontier market by index compiler MSCI,
attracting the attention of more fund managers and analysts. But
the Amlak saga suggests there has been little impact on trading
patterns so far. That is partly because most new foreign investors
attracted by the MSCI upgrade are passive funds which merely
track indexes and because local regulations do not allow short-sell-
ing, which might have had an impact on Amlak’s gains.

Buyers of Amlak appear to have two justifications. One is that
since Amlak was suspended in 2008, the emirate’s main stock mar-
ket index has risen 109 percent; a similar rise would put Amlak at
2.13 dirhams. Also, Amlak has a big state-linked shareholder in
Emaar Properties, which owns 45 percent. This has raised investor
expectations that Amlak might win business from Emaar, just as
they bet Arabtec would ride on the coat-tails of Abu Dhabi’s
wealthy Aabar Investments, a major shareholder.  But Amlak still
looks expensive. It is trading at 182 times 2015 earnings, based on
an estimate by Dubai’s Arqaam Capital.  —  Reuters

VIENNA: Iran yesterday outlined plans to
rebuild its main industries and trade relation-
ships following a nuclear agreement with
world powers, saying it was targeting oil and
gas projects worth $185 billion by 2020.

Iran’s Minister of Industry, Mines and
Trade Mohammad Reza Nematzadeh said
the Islamic Republic would focus on its oil
and gas, metals and car industries with an
eye to exporting to Europe after sanctions
have been lifted, rather than simply import-
ing Western technology.

“We are looking for a two-way trade as
well as cooperation in development, design
and engineering,” Nematzadeh told a confer-
ence in Vienna. “We are no longer interested
in a unidirectional importation of goods and
machinery from Europe,” he said.

The United Nations Security Council on
Monday endorsed a deal to end years of eco-
nomic sanctions on Iran in return for curbs on
its nuclear programme. Sanctions are unlike-
ly to be removed until next year, as the deal
requires approval by the US Congress.
Nuclear inspectors must also confirm that
Iran is complying with the deal.

While the Iranian and US presidents have
been promoting the accord, hardliners in
Tehran and Washington have spoken out

strongly against it. Many European compa-
nies have already shown interest in reestab-
lishing business in Iran, with Germany send-
ing its economy minister Sigmar Gabriel on
the first top level government visit to Tehran
in 13 years together with a delegation of
leading business figures.

Iran’s deputy oil minister for commerce
and international affairs, Hossein Zamaninia,
said Tehran had identified nearly 50 oil and
gas projects worth $185 billion that it hoped
to sign by 2020. OPEC-member Iran has the
world’s largest gas reserves and is fourth on
the global list of top oil reserves holders.

New, longer contracts
In preparation for negotiations with possi-

ble foreign partners, Zamaninia said Iran had
defined a new model contract which it calls its
integrated petroleum contract (IPC).

“This model contract addresses some of
the deficiencies of the old buyback contract
and it further aligns the short- and long-term
interests of parties involved,” he said.

He said the deals would last 20-25 years -
much longer than the previously less popular
buybacks, which effectively were fee paying
deals with global oil majors such as France’s
Total for services they performed on Iranian oil

fields. He said Iran would introduce the proj-
ects it has identified and the new contract
model within 2-3 months.

Deputy Economy Minister Mohammad
Khazaei said Iran had already completed nego-
tiations with some European companies want-
ing to invest in the country.

“We are recently witnessing the return of
European investors to the country. Some of
these negotiations have concluded, and we
have approved and granted them the foreign
investment licences and protections,” Khazaei
told the conference.

“Even in the past couple of weeks we have
approved more than $2 billion of projects in
Iran by European companies,” he said, without
naming the firms or providing further details.
Most European oil majors and oil service com-
panies have so far expressed caution about the
prospects of a windfall of deals in Iran, saying
their compliance departments will want to first
see sanctions being fully removed before any
meaningful work can start on projects. 

Beyond oil, Nematzadeh said Iran was look-
ing to move away from state ownership in
many sectors, creating joint ventures for auto
parts manufacturers with the aim to produce 3
million vehicles by 2025, of which a third
would be exported.— Reuters

THE HAGUE: Dutch food and cosmetics
giant Unilever said yesterday that while it
had managed to increase sales, consumer
demand is weak both in emerging and
industrialised markets.

It put an 11 percent drop in net profit to
2.66 billion euros ($2.9 billion) and a 13 per-
cent fall in operating profit to 3.8 billion in
the first half of this year due to results last
year being inflated thanks to sales of several
brands. The company that makes Knorr
soup, Ben & Jerry’s ice cream and Lipton
tea, as well as Omo laundry detergent and

Dove soap said core operating profit rose
by 16 percent.  Sales, at 27.0 billion euros,
rose by 2.9 percent when corrected for cur-
rency fluctuations and other changes, beat-
ing the 2.5 percent increase expected by
analysts surveyed by Bloomberg.

Unilever put this down to the efforts it
has made to cut costs, increase its margins,
and develop innovative products.

“We plan for another year of volume
growth ahead of our markets, steady
improvement in core operating margin and
strong cash flow,” Chief Executive Paul

Polman said in a statement.
The company’s shares were showing a

1.66 percent gain to 41.44 euros in late
morning trading on the Amsterdam stock
exchange, which was up 0.18 percent over-
all. However, Unilever’s outlook for con-
sumer markets was not cheerful, just when
the recovery in the global economy was
supposed to be gaining traction.

“Consumer demand remains weak and
in the markets in which we operate vol-
umes are flat,” a company statement said.

“Emerging markets continue to be sub-

dued whilst in Europe and North America
growth is negligible,” it added.

Unilever, which already makes nearly
half of its sales in emerging markets, said it
noticed varying trends.

While sales growth remained strong in
India, volumes took a hit in Russia due to
high inflation and interest rates hitting con-
sumers there. The company managed a
return to modest growth in China thanks to
e-commerce, while in Latin America sales
growth in Latin America was in the double
digits. — AFP

Unilever warns of ‘challenging markets’

VIENNA: Mohammad Reza Nematzadeh, Minister of Industry, Mine and Trade of Iran waits for the start of
the “Iran-EU conference, Trade and Investment” forum in Vienna, Austria, yesterday. Less than 10 days after
signing its nuclear deal, Iran formally threw open its doors to European Union companies, eager to do busi-
ness — and dozens of firms answered the call. — AP

Iran eyes $185bn oil, gas 
projects after sanctions
Tehran wants ‘two-way trade’ with Europe 


