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LYON: People take pictures of the new Citroen C3 of French automobile manufacturer during its presentation in Lyon yesterday. —AFP

DUBAI: A sharp revision of economic data in Saudi Arabia sug-
gests its economy may be weaker than previously thought,
underlining the risks which investors in the Gulf face as they try
to estimate the damage caused to the region by low oil prices.

In April, the government’s statistics office released data
showing gross domestic product grew 3.6 percent in the
fourth quarter of 2015 from a year earlier. That was the same as
third-quarter growth, implying the economy was coping well
with cheap oil. But this month, the statistics office posted new
data revising the fourth-quarter rise to just 1.8 percent - a
major slowdown, and one which has some analysts speculat-
ing that Saudi Arabia could come close to recession this year.

Unreliable and irregular economic data is a problem for
governments and investors in the six nations of the Gulf
Cooperation Council as low oil prices put pressure on bank-
ing systems and slash state revenues. During the region’s
economic boom, which lasted for more than a decade until
last year, accurate data often seemed unnecessary. Huge
flows of petrodollars eliminated most risks and guaranteed
solid growth.

That gave governments little incentive to invest in exten-
sive statistics systems. Oil wealth meant GCC states did not

need to levy income or sales taxes, leaving them with less
access to data from the private sector that trends in tax
receipts would normally provide. Gulf governments’ penchant
for secrecy may also have played a part.

Now, however, authorities need accurate numbers to
make tricky policy decisions. And they have begun borrowing
abroad and trying to attract foreign investment to cover
deficits caused by oil’s drop from $100 a barrel or more two
years ago to half that now. It may be harder to do this if for-
eign investors don’t feel they have a clear view of the risks.
“Getting timely data in the GCC is certainly challenging, and
disclosure does lag behind many emerging markets,” said
Razan Nasser, senior economist at HSBC Bank Middle East.
“We’re in mid-2016 and we still don’t have 2015 current, fiscal
and national accounts data for some countries in the region.”

A portfolio manager at a New York-based hedge fund,
declining to be named under his organization’s briefing rules,
said the GCC was generally less transparent than other
emerging economies which he monitored, and this distorted
market prices. “The lack of clear, reliable data creates more
downside risk to my investment so I need to be compensated
through an appropriate risk premium,” he said. “The less

transparent the data, the higher the required risk premium,
and I think you definitely see this in the GCC.”

TRANSPARENCY
Almost all nations, including developed ones, revise their

economic data after the initial release. But the Saudi fourth-
quarter change was huge; an OECD study last year found
revisions to year-on-year GDP growth rates by 18 member
countries rarely exceeded 0.3 percentage point within the
following five months. The Saudi statistics office did not
explain the revision, and did not respond to a request for
comment on it. The portfolio manager said he believed revi-
sions in the GCC were due to poor data collection, not delib-
erate manipulation.

There are some strong spots in GCC data; Qatar releases
timely and extensive figures, and the Saudi central bank is
respected for its money supply numbers. Nevertheless,
investors face long delays and patchy coverage in most coun-
tries. The central bank of Bahrain, the GCC country hardest hit
by low oil prices, has not published monthly monetary statis-
tics - including for its foreign reserves - since June 2015.

Oman, which has a big fiscal deficit caused by the cheap

oil, never published December 2015 figures for public
finances.  After an unexplained three-month gap, it resumed
publishing the data this month. Neither Bahrain’s central
bank nor Oman’s statistics office responded to a request for a
comment. In the absence of good official data, Gulf investors
look at proxy signals of economic activity, from car registra-
tion figures to monthly passenger traffic through Dubai air-
port. Late last year, Saudi construction companies’ failure to
pay tens of thousands of foreign workers indicated the econ-
omy wasn’t as strong as official figures suggested.

Bond prospectuses can also be revealing. One for a $1 bil-
lion international debt issue by state-owned Abu Dhabi
National Energy Co this month showed the emirate had
posted an $8.8 billion fiscal deficit last year. There are some
signs of improvement; GCC governments established a joint
statistical centre in 2011 partly to strengthen data collection
in the region. Nasser at HSBC said things should get better in
coming years.

“I think as the region taps global markets more for funding
and pushes to attract foreign investment, there will be a
greater need for them to provide more timely and detailed
macroeconomic data.”  —Reuters

Statistics fog raises risk as cheap oil hits Gulf
Saudi slashes Q4 GDP growth figure l Bahrain stops publishing data

DUBAI: Most stock markets in the
Gulf nudged up yesterday, support-
ed by recoveries in oil and global
equity prices after the shock of
Britain’s vote to leave the European
Union last week, but turnover was
small before summer and Eid Al-Fitr
holidays.

Riyadh’s index added 0.3 percent,
buoyed by the banking and
telecommunications sectors, with
phone operator Zain KSA climbing
1.3 percent to 7.95 riyals. NCB Capital
said in a note that strong revenue
growth, improving market share and
margin expansion were Zain KSA’s
main strengths.

“The company is also expected to
benefit from the reduction in inter-
connection charges, while capital
expenditure is expected to continue
with the support of the recent 2.25
billion riyal ($600 million) loan
renewal,” the note added. NCB is
neutral on Zain shares with a price
target of 9.0 riyals.

Shares in retailer L’azurde
Company for Jewellery closed 7.6
percent higher at 39.80 riyals as they

listed, but came off their intra-day
high of 40.70 riyals. It is unusual for a
Saudi stock not to end up its 10 per-
cent daily limit on its first day of
trade. The company sold 12.9 million
shares in its initial public offer at 37.0
riyals per share. Main competitor
Fitaihi Holding dropped 3.0 percent.
L’azurde is the first retail company to
list in Saudi Arabia this year, and its
stock price performance in coming
months may depend on the outlook
for discretionary spending in the
midst of an economic slowdown due
to low oil prices.

Dubai’s index fell 0.4 percent, sag-
ging in the final hour of trade as
investors booked profits in small and
mid-cap stocks ahead of the holi-
days. Islamic insurer Dar Al Takaful
slumped 10.0 percent.

The most heavily traded stock,
amusement park builder Dubai Parks
and Resorts, dropped 3.2 percent.
The company said that at the behest
of Dubai’s ruler, it had made an
exception to its exclusive right to
develop and operate Six Flags-
branded theme parks in the Gulf

Cooperation Council, in order to let
Six Flags help Saudi Arabia build
theme parks.

Abu Dhabi’s index edged up 0.2
percent. National Bank of Abu Dhabi,
which is in talks to merge with fellow
lender First Gulf Bank, added 1.2 per-
cent. Abu Dhabi Commercial Bank
also gained 1.2 percent. Some ana-
lysts believe ADCB could merge with
Union National Bank.

EGYPT, QATAR
In Cairo, the main index added 0.2

percent. El Sewedy Electric, the top
gainer, jumped 4.7 percent. But
financial firms, favored by interna-
tional funds, lagged. Commercial
International Bank lost 1.2 percent
and investment bank EFG Hermes
dropped 1.1 percent. Doha’s index
nudged up 0.1 percent in the final
hour of trade as investors bought
shares with attractive dividend yields
ahead of second-quarter corporate
results. Doha Bank gained 1.6 per-
cent; the lender has a 12-month for-
ward dividend yield of 7.7 percent,
according to Reuters data. —Reuters

Gulf stocks push higher 
but volumes subdued

ABU DHABI/DUBAI: Abu Dhabi will merge two of its
most  impor tant  investment  funds,  Mubadala
Development  Co and I nternat ional  Petroleum
Investment Co (IPIC), responding to the impact of lower
oil prices by pooling their investment power and con-
solidating operations. With oil prices still below half the
levels they were at two years ago, all Gulf sovereign
funds are having to adjust their strategies to cope with
lower inflows. Mubadala did not receive any new cash
from the government in 2015 for the first time in at
least eight years.

The combined fund would have assets worth around
$135 billion, according to Reuters calculations based on
both funds’ latest financial statements. Yesterday, in a
statement published by the state news agency, Abu
Dhabi said it had formed a committee led by Deputy
Prime Minister Sheikh Mansour bin Zayed Al-Nahayan to
oversee the combination of Mubadala and IPIC.

“The merger of the two companies augments the
investment advantages and economic revenue for Abu
Dhabi, and creates a body capable of achieving the
highest level of integration and growth in multiple sec-
tors, including energy, technology and space industry,”
the agenc y sa id.  The t ie -up,  which was being
approached as a merger of equals, should be complet-
ed by the end of 2017, a source close to the discussions
told Reuters on condition of anonymity due to the sen-
sitive nature of the subject. While not adopting the rad-
ical approach of neighboring Saudi Arabia, which aims
to completely revamp its economy through a national
transformation plan,  Abu Dhabi  has  been s lowly
reforming key parts of its economic infrastructure to
cope with reduced oil revenues.

Abu Dhabi National Oil Company is just one of the
state-owned entities to have shed thousands of jobs in
recent months, while two of its largest lenders, National
Bank of Abu Dhabi and First Gulf Bank, confirmed earlier
this month they were in merger talks. 

BENEFITS
“It’s a sensible move at a time when there’s a need for Abu

Dhabi to slim the budget and consolidate organizations that
are doing similar things,” said one analyst who covers sover-
eign wealth funds, who declined to be named due to compa-
ny policy.

Mubadala’s role had been to make investments to help
advance Abu Dhabi’s economy, both domestically through
ownership of firms such as satellite operator Yahsat and aero-
space components manufacturer Strata, but also through
stakes in global names including General Electric and Carlyle
Group. It also has a petrochemicals division and a number of
investments in energy projects, including ownership of clean
energy firm Masdar, which would fold neatly into IPIC’s tradi-
tional energy sector remit. IPIC owns Spanish energy firm
Cepsa, Canadian petrochemical maker NOVA Chemicals and
has a majority stake in Austrian plastics company Borealis.

The improved ability to raise money from international
markets was also a rationale behind the tie-up, according to
the source close to the discussions. IPIC’s debt levels have
been regarded as an issue for some time, with rating agency
Standard & Poor’s saying in a June 28 note that while its busi-
ness risk was satisfactory, its financial position was “highly
leveraged”. —Reuters

Abu Dhabi to merge funds Mubadala, IPIC

Bourses to close
for Eid 

KUWAIT: Middle Eastern securities exchanges have
announced plans to close for upcoming Eid Al-Fitr holi-
days. The Saudi Stock Exchange will be closed through-
out next week and reopen on Sunday, July 10. The Dubai,
Kuwait and Oman markets will close from Tuesday, July 5
and reopen on Sunday, July 10. The Egyptian Exchange
will close on Thursday, June 30 to mark the Revolution
and reopen on Sunday, July 3. —Reuters
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