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DUBAI: DP World, one of the world’s
largest port operators, has started build-
ing a new $1.6 billion container terminal
in Dubai in response to demand for
more capacity and larger vessels, it said
yesterday. Jebel Ali port, owned by DP
World, has established itself as one of
the largest container ports in the Middle
East, boosted by Dubai’s status as a
growing centre for commerce. The emi-
rate’s hosting of the World Expo in 2020
is expected to provide a further lift to

trade. DP World said phase 1 of contain-
er Terminal 4 at the port will create new
capacity of 3.1 mill ion twenty-foot
equivalent units (TEU) by 2018, taking
total capacity at DP World’s flagship port
to 22.1 million TEU.

“The new capacity is a response to
feedback from customers expressing the
need for more capacity at Jebel Ali due
to an expected increase in trade in the
run-up to Expo 2020. Shipping lines will
be able to bring more of the world’s

largest vessels to our terminals,” said
Chairman Sultan Ahmed Bin Sulayem.
The complex will be equipped with
around 110 cranes, with a total quay
length of about 11,000 meters, it added.
DP World made the announcement on
the same day as it reported first-half
2015 gross container volumes across its
global ports were up 4.1 percent on a
like-for-like basis from a year earlier and
up 4.2 percent on a reported basis. The
Dubai-based company handled 30.6 mil-

lion TEU with growth largely driven by its
terminals in Europe and the United Arab
Emirates, it said in a separate statement.

Business in the UAE grew by 6 per-
cent,  with Europe showing steady
growth despite a difficult geopolitical
environment, it said, without elaborat-
ing. “Full-year market volume growth is
now forecast to be at approximately 3
percent and DP World is expected to
perform ahead of the market,” Chief
Executive Mohammed Sharaf  said.

Consolidated volumes, at terminals
over which DP World has control, rose
3.5 percent to 14.4 mill ion TEU. DP
World said its port in Yarimca, Turkey,
was on track to launch in the fourth
quarter, while its proposed acquisition
of Fairview Terminal in Canada was
expected to close in the second half of
2015. It said it also expects to add 2
million TEU of capacity at Terminal 3 of
its home port of Jebel Ali in the second
half. —Reuters

DP World begins $1.6 billion Dubai port upgrade

BEIJING: A man on a tricycle waits for clients in Beijing yesterday. —AFP

MOSCOW: The Russian ruble yester-
day plummeted past 60 against the
dollar for the first time since March
on falling oil prices, complicating the
central bank’s efforts to jump-start
the battered economy. The ruble
reached 60.30 per dollar in early
afternoon trading in Moscow after
having lost two percent of its value
on Monday. The new weakening of
the ruble, which comes after the
embattled currency bounced back

somewhat in recent months, is
expected to further erode consump-
tion and fuel inflation, which stood at
15.3 percent last month.  

“Inflation is already extremely
high, and another sharp fall in the
ruble would fuel it even further,
which, in turn, would intensify the
squeeze on households’ real
incomes,” Liza Ermolenko, an emerg-
ing markets economist at Capital
Economics said. Low energy prices,
brought on by the global oversupply
of crude oil, have sent the Russian
currency into its most recent decline,
causing it to lose more than 15 per-
cent of its value against the dollar in
just over two months.  “Looking
ahead, the outlook for the ruble
depends on what happens to oil
next,” Ermolenko said in emailed
comments. “For now we expect oil to
end the year at $55 per barrel, mean-
ing the ruble should stabilize around
its current level.”

Meanwhile, the sharp decline in
Russia’s economy may have almost
run its course, official data showed
yesterday, slowed by a huge devalua-
tion of the rouble and heavy govern-
ment spending on anti-crisis meas-
ures. Recovery prospects are cloudy,
however, with many analysts warn-
ing of a sluggish rebound at best. The
economy has slumped as a result of
Western sanctions linked to the
Ukraine conflict and last year’s col-

lapse in the price of oil. But the
decline now appears to arrested.

Divergent views
While gross domestic product

continued to decline in year-on-year
terms in June - down 4.2 percent
compared with 4.8 percent in May -
seasonally-adjusted output fell just
0.1 percent month-on-month. The
figure tallies with other recent data,
leading analysts to conclude the
decline is close to a bottom - a silver
lining to data which still show most
macroeconomic indicators sharply
down compared with a year earlier.
“It is kind of premature to speak
about the recovery in sequential
terms, which actually lies ahead,” said
Alexander Isakov, economist at VTB
Capital in Moscow. “But in terms of
year-on-year comparisons - the head-
line figure that everybody focuses on
- we are bottoming out.”

Uncertainty about the pace of any

recovery is reflected in official fore-
casts, which present sharply diver-
gent views. The Economy Ministry
predicts the economy will grow by
2.3 percent next year after a 2.8 per-
cent decline this year. In contrast,
Russia’s central bank sees the econo-
my growing by only 0.7 percent next
year after declining 3.2 percent this
year.

Economists polled by Reuters
expect 0.5 percent growth next year

after a 3.5 percent contraction this
year. Optimists emphasize the huge
boost to competitiveness caused by
the devaluation of the rouble, which
has declined by 40 percent against
the dollar over the last year. While the
initial impact of the rouble decline
was to boost inflation, cutting into
consumer spending, there is little
sign of it becoming entrenched
through higher wages. Nominal
wage growth - 7 percent in June - has
been running at less than half the
headline inflation rate of 15.3 per-
cent.

Recovery elusive
The resulting cut in labor costs

means that these are now compara-
ble to China’s, analysts at
Renaissance Capital say, boding well
for competitiveness. Evidence that
the devaluation has played a key role
in arresting the economic decline is
provided by data on industrial prof-

itability and wages, which shows
sectors producing tradable goods
strongly outperforming, VTB
Capital’s Isakov said. “In terms of tim-
ing, and judging by the other indica-
tors, we are closely following the
path of the recovery of the previous
crisis,” he said. Previous Russian eco-
nomic crises in 1998 and 2008 were
both followed by quick recoveries,
with devaluations of the rouble play-
ing a key role each time.

But some analysts are sceptical
about this policy’s effectiveness in
the medium term. “We see a risk that
the policy of a weaker exchange rate
will preserve the old structure of the
economy,” Morgan Stanley says,
referring to Russia’s over-reliance on
commodity exports and its lack of
high-tech industries. The weaker
rouble helps export-oriented com-
modity sectors, but may impede the
growth of high-tech sectors that rely
heavily on imports. Other analysts
emphasize the supportive role
played by the government. But there
are also major questions about the
ability of the state to keep support-
ing the economy by dipping into its
dwindling fiscal reserves.

The Finance Ministry forecasts
that its Reserve Fund, currently
worth $77 billion, will be 90 percent
spent by the end of next year. Before
last year’s oil price collapse, Russia
based its long-term budget plans on
an oil price of $100 per barrel -
almost double the present price of
just over $50 per barrel. That implies
painful cutbacks in government
spending in the years ahead to
rebalance the state’s precarious
finances. Natalia Orlova, economist
at Alfa Bank, emphasized that the
medium-term recovery prospects
have also been severely limited by
chronic underinvestment. Capital
investment by Russian companies,
down 7.1 percent year-on-year in
June, has now fallen for 19 consecu-
tive months.

Meanwhile foreign direct invest-
ment has been hammered by the cri-
sis in East-West relations. In the first
quarter it was just $1.3 billion, down
from $12.9 billion in the first quarter of
2014 and $40 billion in the same quar-
ter of 2013. That is a reminder that the
sanctions and the related geopolitical
tensions still weigh on the economy
even though Russian companies have
weathered the immediate financial
squeeze caused by restricted access to
international capital markets.
“Probably we will lose around 3 per-
cent of GDP this year.  Next year we will
be catching up, covering this output
gap, but there is nothing on top of this
which we can generate given the limit-
ed resources,” Orlova said. —Agencies

Russia ruble drops 
past 60 per dollar

Low investment to weigh on recovery prospects

MOSCOW: People walk past an exchange office sign showing the currency exchange rate in
Moscow. The Russian ruble dropped by 2 percent to nearly 60 rubles against the dollar, battered
by low oil prices. —AP

SAN FRANCISCO: Baidu shares skidded
Monday after the Chinese Internet colossus
reported earnings shy of most market
expectations. Baidu’s profit for the second
quarter was 3.66 billion yuan ($591 million),
up slightly from 3.55 billion yuan in the
same quarter a year earlier. Sometimes
referred to as the Chinese answer to Google,
Baidu reported revenues rose 38 percent
from a year earlier to 16.57 billion yuan. But
the results were below market forecasts, and
Baidu shares tumbled 8.69 percent to
$180.50 in after-market trading on the
Nasdaq that followed release of the earnings
figures. Baidu had ended the formal trading
day down 4.16 percent. Company execu-
tives touted the earnings as showing the
company is well positioned in the market,
particularly when it comes to staying in tune
with people increasingly using smartphones
or tablets to access the Internet.

“As we continue to connect people with
services and enable closed loop transac-
tions, we are creating a transactional busi-
ness model as Baidu  grows and evolves in
the age of mobile,” chief executive Robin Li

said in the earnings release. He maintained
that the company’s cornerstone search busi-
ness delivered “solid growth.” Some 629 mil-
lion people used Baidu mobile search dur-
ing the month of June, an increase of 24 per-
cent from the same month last year, accord-
ing to the earnings report. In addition to its
search engine business, Baidu invests in oth-
er technology areas including artificial intel-
ligence, and has taken a stake in the global
ride-sharing service Uber. Media reports say
that like Google, it is also working on a dri-
verless car.

Speaking on a conference call after the
results were released, Li said Baidu had inte-
grated its online maps with Uber’s ride-shar-
ing services. “Uber has done a tremendous
job in the past eight months. They are num-
ber one in many Chinese cities and we are
trying hard to help them to become even
more successful going forward,” he said. But
Chinese state media reported on Monday
that commercial hub Shanghai is consider-
ing “action” against Uber and its main
domestic competitor, claiming some drivers
offering services are unlicensed. —AFP

China’s Baidu shares 
dive on earnings miss

LONDON: Asda, the British arm of US retailer
Wal-Mart yesterday lost its status as Britain’s
No. 2 supermarket group to rival Sainsbury’s
as industry data confirmed it as the sector
laggard. Asda’s sales fell 2.7 percent over the
12 weeks to July 19, reducing its market share
to 16.4 percent from 17.0 percent in the same
period last year, researcher Kantar Worldpanel
said. That meant Sainsbury’s overtook Asda
with a market share of 16.5 percent, even
though its own sales fell 0.3 percent in the
period. 

All of Britain’s so called “big four” grocers-
market leader Tesco, Sainsbury’s, Asda and No
4 player Morrisons-have cut prices in an
attempt to stem the loss of shoppers to fast-
growing discounters Aldi and Lidl. The industry
price war has hurt the big four’s sales on a val-
ue basis, as has record commodity-led food
deflation. Analysts reckon Asda is particularly

suffering because it has reduced prices with-
out getting the boost to volume it was looking
for, reflecting a difficulty in attracting more
upmarket customers.

In May the firm reported its worst quarterly
sales fall in more than five years, but chief exec-
utive Andy Clarke insisted its long-term strate-
gy was the right one. Analysts say the pressure
is now mounting on Clarke, the longest-serving
boss of a big UK supermarket after manage-
ment change at all of Asda’s major rivals over
the last year, with the presentation of the firm’s
second quarter results on Aug. 18 seen as a
possible crunch point. Kantar Worldpanel said
Tesco’s sales declined 0.6 percent over the 12
weeks, while No. 4 player Morrisons’ fell 0.1 per-
cent. In contrast Aldi and Lidl posted sales
growth of 16.6 percent and 11.3 percent
respectively, lifting their market shares to a
record 5.6 percent and 4.0 percent. —Reuters

Sainsbury’s overtakes Asda to 
become UK’s No 2 supermarket

KUWAIT: Kuwait Financial Centre “Markaz”, in its recent research
report titled GCC Bonds & Sukuk Market Survey, has highlighted
the trends pertaining to aggregate issuances in the GCC region
during H1 2015.

$48.13 billion issued 
The aggregate primary issuance of bonds and sukuk by GCC

entities, including Central Banks, totaled $48.13 billion in H1
2015, a 15.19% decrease from the total amount raised in H1
2014.

GCC ‘CBLI’ 
Central Bank Local Issuances (CBLI) are Fixed Income securities

issued by GCC central banks for the purpose of regulating levels
of domestic liquidity. During H1 2015, a total of $28.29 billion was
raised by the GCC central banks, namely by the Central Bank of
Kuwait, Bahrain, Qatar, and Oman. The Central Bank of Kuwait
raised the highest amount with $12.85 billion, representing
48.8% of the total amount raised by CBLIs through 36 issuances,
followed by the Central Bank of Bahrain, which raised a total of
$6.69 billion, 47.13% higher from $4.55 billion raised in H1 2014. 

GCC Bonds and Sukuk 
The GCC bonds and Sukuk market is composed of bonds and

sukuk issued by GCC Sovereign and Corporate entities (including
Government related entities GREs and Financial Institutions FIs) for
financing purposes and denominated in local and foreign currencies.
A total of $19.83 billion was raised in the GCC bonds market in H1
2015, a decline of 19.29% from $24.57 billion raised in H1 2014. 

Geographical allocation
Issuances by UAE entities raised the largest amount in GCC Bonds

& Sukuk market in H1 2015, representing 75.6% of the total amount,
or $14.99 billion, and were the most active in terms of issuance fre-
quency with 99 issuances. Saudi Arabian issuers raised $1.57 billion
through 3 issues. Omani corporates raised $1.38 billion while
Bahraini issuers raised $800 million. Qatari entities raised $380 mil-
lion by 10 issuances. There was a single Kuwaiti corporate issue, a tier
1 perpetual $700 million bond by National Bank of Kuwait bearing
an initial coupon of 5.75%. 

Sovereign vs Corporate
During H1 2015, corporate issuances (which includes GREs and

FIs) dominated the majority of the amount raised in the GCC bonds
market, with $18.83 billion or 95% of the total amount raised. The
sole sovereign issue was a 10 year $1.0 billion bond issued by the
emirate of Ras al Khaimah bearing a coupon of 3.094%.  

Conventional v Sukuk
Conventional issuances raised $15.01 billion, or 75.71% of the

total amount raised in GCC bonds and sukuk market during H1 2015.
This was a decline of 16.69% as compared to H1 2014. Sukuk
issuances shrunk by 26.45% from $6.55 billion raised in H1 2014 to $
4.82 billion raised in H1 2015. 

Sector Allocation
The Financial Services issuers accounted for the largest amount

raised during H1 2015, with $16.82 billion representing 84.8% of the
total amount raised, through 113 issuances. The other sectors, i.e.
Communications, Government, Industrial Utilities and Transport,
were represented by a single issue each. 

Maturity Profile
Bonds with tenures of five-years raised the highest amount, $7.25

billion, through 26 issuances, representing 36.56% of the total
amount raised. Issuances with tenor of one year or less were the
most frequently issued with 39 issues raising $1.28 billion. A total of
$3.15 billion was raised by 5 perpetual issues.  

Issue Size Profile
GCC bonds and sukuk issuances during H1 2015 had issue sizes

ranging from $5.0 million to $1.12 billion. Issuances with principle
amounts greater than or equal to $500 million but less than $1.0 bil-
lion raised the largest amount of $7.07 billion, representing 35.63%
of the total value. The two largest issues were the Euro-denominated
bonds by Aabar Investments each raising EUR1.0 billion ($1.12 bil-
lion) and having tenors of 5 and 7 years.

Currency Profile
US Dollar denominated issuances dominated the GCC Bonds and

Sukuk Market in H1 2015, raising a total of $13.13 billion thereby rep-
resenting 66.2% of the total amount. Euro-denominated issuances
raised $3.23 billion, followed by SAR denominated issues which
raised $1.57 billion. GCC currencies were used to raise a total of $1.66
billion (8.37% of the total amount) in H1 2015.

Markaz examines GCC bonds, sukuk primary market trends


