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NAIROBI: This file photo taken on January 11, 2016 shows workers stacking and storing sacks of green, unroasted coffee beans from a conveyor belt at Dormans coffee factory in Nairobi. Africa’s best barista
doesn’t drink coffee, nor even really like it, yet two-time Kenyan champ Martin Shabaya won the Africa round and next month competes at the World Barista Championships. —AFP

DUBAI:  Abu Dhabi banking shares
climbed yesterday after the boards of
directors of First Gulf Bank and
National Bank of Abu Dhabi approved
a proposed merger of the banks, aim-
ing to complete it in the first quarter
of 2017.

Egypt’s index edged up following
comments by central bank governor
about possible further currency
devaluation. Shares in NBAD jumped
4.0 percent to 10.05 dirhams while
FGB gained 2 percent to 12.85
dirhams. They were the market’s two
most heavily traded stocks.

The merger would be completed
via a share swap which would result
in shareholders of FGB receiving
1.254 new NBAD shares for every
one FGB share. That ratio appears
to favour NBAD holders, but several
analysts  sa id  investors’ genera l
optimism towards the merged enti-
t y  meant  se l l ing  of  FGB shares

might remain minor.
“The initial reaction was a cheer

because markets like the fact the
merger is happening and it’s a monu-
mental size,” said one regional bank-
ing equity analyst.

In the long run the efficiencies that
will be achieved through cost-cutting
and reduced competition will be pos-
itive not only for the lenders involved
but for the sector as a whole, the ana-
lyst added.

Jaap Meijer, head of research at
Dubai’s Arqaam Capital said synergies
should be very “substantial” from a
cost reduction, product suite expan-
sions and revenue sharing perspec-
tive, making the deal attractive for
shareholders of both lenders.

Analysts at Arqaam Capital expect
the deal to contribute positively to
the earning per share of both banks,
with FGB potentially seeing a 15.9
percent rise and NBAD an 11.1 per-

cent increase.
Arqaam also said the swap ratio of

1.254 for 1 still slightly undervalued
NBAD and overvalued FGB in the deal
and it had reduced its target price for
NBAD to 12.50 dirhams from 13.00
but increased it for FGB to 15.64
dirhams from 15.00 dirhams.

But combining the two behemoth
banks will be met with challenges
both in terms of merging finances
and operations and in combining cul-
tures and different people.

“There are practical challenges
which can only be addressed with a
combination of flexible planning and
relentless execution. Even then, the
benefits can appear later than hoped
for,” said David Tusa, managing direc-
tor at consultant firm Alvarez &
Marsal, adding that often the human
capital side gets much less attention
than it deserves, and in these cases,
“disappointment quickly sets in”.

The deal could spur mergers of
other banks including Union National
Bank and Abu Dhabi Commercial
Bank.  Shares in UNB surged 5.9 per-
cent and ADCB’s jumped 3.8 percent.

The main index advanced 1.2 per-
cent. In Dubai, the benchmark was up
0.2 percent with most activity con-
centrated in second- and third-tier
stocks.  Islamic insurer Dar Al Takaful
jumped 15 percent, it daily limit.

EGYPT, QATAR
In an interview with three local

papers over the weekend Egypt’s cen-
tral bank governor, Tarek Amer, said
there was “no defined target for the
Egyptian pound/USD exchange rate”
and strongly alluded to the prospect
of further devaluation in the coming
future - without setting absolute
deadlines - adding that maintaining a
fixed exchange rate against the dollar
over the last five years was a “mistake

that cost the state billions of dollars”
and said he is willing to take the nec-
essary measures to correct the cur-
rency shortfalls.

Investors reacted positively, with
tourist and export related stocks out-
performing Cairo’s main index which
was up 0.6 percent. Arabia Cotton
Ginning, a textile exporter, rose 2.9
percent and Egyptian Resort jumped
4.4 percent.

In Doha, the index gained 0.4 per-
cent,  l if ted by blue chips.  Qatar
National Bank, currently the largest
listed lender in the Gulf region, added
1.4 percent.

Saudi Arabia’s market is closed
throughout this week for Eid Al Fitr
holidays.

YESTERDAY’S HIGHLIGHTS
DUBAI

The index lost 0.8 percent to 3,337
points

ABU DHABI
The index added 1.2 percent to

4,549 points.

EGYPT
The index gained 0.6 percent to

6,982 points.

QATAR
The index edged up 0.4 percent to

9,924 points.

KUWAIT
The index added 0.1 percent to

5,369 points.

OMAN
The index added 0.6 percent to

5,812 points.

BAHRAIN
The index advanced 1.1 percent to

1,131 points. —Reuters

Abu Dhabi banks jump on FGB/NBAD merger details

ROME: A man and his child in a pushchair wait outside a shop window indicating sales, in the shopping
street of Via del Corso, in central Rome yesterday. —AFP

DUBAI:  Saudi Arabia’s economy expand-
ed at its slowest rate in three years during
the first quarter of 2016 as low oil prices
forced the government to cut spending
and raise costs for industry, official data
showed yesterday.

Some analysts said the data pointed to a
risk of growth in the world’s top oil exporter
slowing to near zero this year, which would
be its worst performance since the global
financial crisis of 2009.

Gross domestic product, adjusted for
inflation, grew 1.5 percent from a year earlier
between January and March, down from a
revised growth rate of 1.8 percent in the
fourth quarter of 2015, the state statistics
office said. It was the slowest growth since
0.3 percent in the first quarter of 2013.

The oil sector expanded 5.1 percent in
the first quarter of this year as the world’s
biggest oil exporter increased its produc-
tion of crude and exported more refined
products.

But the non-oil sector shrank 0.7 percent,
its worst performance in at least five years.
This may be a source of concern to Saudi
policy makers because an ambitious reform

plan to help the economy cope with an era
of cheap oil, announced last month,
assumes rapid growth in non-oil businesses.

Last December, to curb an annual budg-
et deficit of nearly $100 billion caused by
slumping oil revenues, the government
announced cuts in spending and energy
subsidies. Officials have said there will be
more austerity steps in coming years.

“The important thing to remember is
that austerity will be a multi-year process.
There will be more measures in the next few
years and these will continue to keep
growth subdued,” said Monica Malik, chief
economist at Abu Dhabi Commercial Bank.

Within the non-oil part of the economy,
the private sector grew just 0.2 percent in
the first quarter while the government sec-
tor shrank 2.6 percent, the official data
showed.

The weakness of the non-oil sector was
partly due to the fact that the first quarter of
2015 was unusually strong; in January that
year, King Salman awarded public employ-
ees two months’ extra salary to mark his
accession to the throne.

But the fourth-quarter 2015 growth rate

of 1.8 percent was revised down sharply
from an original estimate of 3.6 percent.
That points to the possibility of a similar revi-
sion for the first-quarter figures.

Malik said ADCB was cutting its Saudi
GDP growth forecast for the whole of this
year to a drop of 0.1 percent, from a previous
prediction of 0.5 percent growth.

She noted that while private sector and
non-oil activity could pick up slightly from
the second quarter of this year, partly
because there were signs that the govern-
ment was paying some of its outstanding
bills to private firms, oil output was not con-
tinuing to rise significantly year-on-year.

If the economy slows excessively, the
government still has the option of spending
more to stimulate growth; the central bank
holds $573 billion of net foreign assets, and
Riyadh has begun borrowing abroad this
year to finance some expenditure.

But if it eases up on its austerity pro-
gramme too much it may increase pressure
on the Saudi riyal’s peg against the US  dol-
lar, fuelling concern among some foreign
investors about the long-term sustainability
of its economy. —Reuters

Saudi Q1 economic growth slowest 
in 3 years, may near zero this year


