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BASRA: A general view shows pipelines in the newly opened section of the oil refinery of Zubair, southwest of Basra in southern Iraq. Iraq’s oil exports and revenue dipped in February compared with the previous month as low global
crude prices offered Baghdad no financial respite. — AFP 

LONDON: Oil prices edged lower yesterday
after Kuwait said it would only agree to an
output freeze if all major producers take part
and Goldman Sachs analysts poured cold
water over the prospects for a sustained rally.
Brent crude futures were down 12 cents at
$40.72 a barrel at 0922 GMT, hovering above
the $40 mark it last traded at three months
ago. On Monday the contract had climbed by
5.5 percent in intra-day trading and it has
gained about 50 percent since Jan 20.

US West Texas Intermediate (WTI) futures

were down 10 cents at $37.80 a barrel. “Prices
are lower on the Goldman Sachs and Kuwaiti
comments and the oil market remains over-
supplied,” said Tamas Varga, oil analyst at PVM
in London. Kuwait’s oil minister said yester-
day that his country’s participation in an out-
put freeze would require all major oil produc-
ers, including Iran, to be on board. “I’ll go full
power if there’s no agreement. Every barrel I
produce I’ll sell,” Anas Al-Saleh told reporters
in Kuwait City.

OPEC member Kuwait is currently produc-

ing 3 million barrels of oil per day, he added.
On Monday the Ecuadorean government said
that Latin American oil producers would
meet on Friday to coordinate a strategy to
halt the crude price rout. Yesterday’s report
by Goldman Sachs said that a recent surge in
commodity prices was premature and unsus-
tainable. “While these dynamics (rising prices)
could run further, they simply are not sustain-
able in the current environment,” the analysts
wrote. “Energy needs lower prices to maintain
financial stress to finish the rebalancing

process; otherwise, an oil price rally will
prove self-defeating, as it did last spring.”

On the demand side,  China’s crude
impor ts jumped 19.1 percent between
January and February to 31.80 million tons,
or about 8 million barrels per day, despite
overall weak trading figures released yester-
day. “Higher ‘teapot’ (independent refinery)
demand and stronger refining margins ...
have contributed to increased impor ts.
Falling domestic crude production is also
supportive,” said Virendra Chauhan of Energy

Aspects. Despite strong oil demand, ques-
tions about the sustainability of growing con-
sumption weighed on markets after China’s
overall  exports tumbled by a quarter in
February. China’s February vehicle sales, a key
driver for gasoline demand, were down 3.7
percent year on year, data from the country’s
Passenger Car Association showed. “This is
really a poor start for trade this year,” said
Zhang Yongjun, senior economist at the
China Centre for International Economic
Exchanges. — Reuters

Oil edges lower after Kuwait dents hopes
Kuwait producing 3 million bpd: Oil Minister

DUBAI: Dubai developers are pressing ahead
with their construction plans despite expecta-
tions that property prices will fall yet further this
year, undaunted by memories of a 2008 crash.
Industry consultants say that while sales vol-
umes have slumped in the emirate, structural
changes to the market such as tighter regula-
tions together with fewer speculators and devel-
opers should ensure a much softer landing this
time. But others worry about ripple effects from
the dive in oil prices, even though Dubai is a
small crude producer compared with fellow emi-
rate Abu Dhabi, and wonder how all the projects
that are being announced will be funded.

Dubai property prices have been more
volatile in the past decade than in other centres.
Residential prices in the emirate fell 50 percent
from a third-quarter 2008 peak to mid-2009, suf-
fering a second downturn in early 2010, industry
consultants Cluttons estimate. Prices then
rebounded from 2011 following an influx of
money and people displaced by uprisings in sev-
eral Arab countries, recovering to within 18 per-
cent of 2008 peaks. But values slipped again
from late 2014. Cluttons reckons they fell 3-5
percent in 2015 and forecasts a similar drop this
year; rivals CBRE say prices declined about 15
percent last year and predict another 10 percent
drop in 2016.

This seems to have swayed developers little.
Emaar Properties says it will not change its plans
despite sales revenue falling 28 percent to 7.51
billion dirhams ($2.04 billion) in the first nine
months of 2015. “Emaar is progressing as sched-
uled with all  its projects launched,” said a
spokesman for Emaar, builder of the world’s
tallest tower, the Burj Khalifa. The company, one
of four big players in the Dubai market, has a
backlog of projects worth 24.1 billion dirhams in
the wider United Arab Emirates. “Sales enquiries
have continued to be robust, led by strong inter-

est from regional and international investors,”
said the spokesman.

Echoes of 2008
Property markets can be driven as much by

sentiment as supply and demand, so such overt
bullishness is perhaps understandable. However,
it ignores a 19 percent decline in Dubai unit
sales and a 24 percent drop in the combined
sales value in 2015, CBRE estimates. It also
echoes 2008 when that October the developer
Nakheel announced plans to build a kilometer-
high tower, which at almost 200 meters more
than the Burj Khalifa would be a global record.

Barely a year later, Nakheel sought to restruc-
ture about $11 billion in borrowings and proper-
ty prices were in free fall.  Today a Dubai metro
station is named after the lofty project, but the
tower has yet to materialize. Dubai has doubled
property transaction fees and imposed tougher
deposit requirements for mortgage borrowers.
While this has helped to prompt the current
downtrend, inflicting such short-term pain may
ultimately lessen volatility by minimizing specu-
lative trading.

This marks a significant change from 2008.
“The dynamics of the market this time around
are vastly different ... The fundamentals are a lot
stronger,” said Faisal Durrani, partner and head
of research at Cluttons. DAMAC Properties,
Dubai’s largest independent developer, also says
it has not slowed construction as there is
demand waiting to be met. “There will continue
to be an under-supply of completed units in the
market; based on Dubai’s economic growth,
demand should outstrip supply,” said a DAMAC
spokesman. “It’s very much business as usual.”

Dubai officials have remained optimistic on
economic growth in the emirate which has
diversified into areas such as tourism more than
larger oil exporters. In December, a government

official estimated 2015 growth at around four
percent, close to levels of recent years. However,
the UAE has said it will be hard to achieve
growth of more than three percent across the
emirates this year. The spectre of over-supply
still haunts the property market after the crash,
which was partly due to an abundance of units
being completed almost at the same time.

To avoid a repeat, developers are widely
thought to delay handing over units when they
are completed, although of course this means
they get no money from them until a sale goes
ahead. Over the last five years only about 35 per-
cent of residential units slated for handover in a
given year were delivered to buyers, consultants
JLL estimates, with sales delayed until subse-
quent years.

Oil impact
Oil is thought to constitute only about 4-5

percent of Dubai’s economy, but the effect of
the crude price slump will be greater than this
figure implies. “There’s a ripple effect (into) office
demand, the amount of trade hotels get, busi-
ness activity, amount of flights, retail spend,” said
Alan Robertson, JLL’s MENA chief executive.
Lower oil receipts have tightened liquidity.
Government deposits in the UAE banking sys-
tem fell by 56 billion dirhams in the 12 months
to September 2015, National Bank of Abu Dhabi
reported. “This will have a direct impact on the
mortgage market, which is already very restric-
tive,” said Clutton’s Durrani. Project funding is
likely to be a problem this year. “There are a lot
of new projects being announced but where are
they all going to get the money from?” said Craig
Plumb, JLL MENA Head of Research.

Of the four developers that dominate in
Dubai, three - Emaar, Nakheel and Dubai
Properties - are ultimately state-controlled, mak-
ing it easier to coordinate supply. —Reuters

AMMAN: The use of hybrid cars that func-
tions by both fuel and battery for engine
power is growing in Jordan due to their
moderate cost and environment-friendly
aspects. Since its introduction to Jordanian
markets in 2008, hybrid cars have been
competing with the traditional fuel-burn-
ing and century year-old autos. In separate
interviews with KUNA, a number of spe-
cialists and car owners said that hybrid
cars burn fuel at a slower rate, which is
important for a country that suffers an
energy crisis. 

They added that these cars also reduce
the emission of greenhouse gases, thus
limiting the negative impact on the envi-
ronment. The increasing demand on
hybrid cars in the country is also a result of
the price difference between them and
fuel-burning vehicles of the same model,
that could be as high as $14,000. Hybrid
cars can also reduce the costs of fuel by 50
percent, they said.

The Jordanian government is encourag-
ing people to use hybrid cars as part of its
plan to achieve energy security by using

renewable energy sources, they said. The
country aims to reduce the cost of energy
by 20 percent in 2020, they also noted.
Jordan is the third importer of hybrid cars
after the US and Canada, while it is num-
ber one in the region, sales consultant at a
Korean car agency Amro Bedis said. He
added that the government imposed taxes
of 25 percent for hybrid cars, compared to
92 percent for fuel-burning vehicles in
order to encourage using the first type.

Meanwhile, the consultant added that
hybrid engines and batteries can perform
well for over seven years, due to Jordan’s
moderate weather. However, these cars
cannot function well in the hot desert
environment of the Gulf region, he said.
On his part,  chairman of the Energy
Conservation and Sustainable
Environment Ayoub Abu Deya said that
gas emission from regular vehicles con-
tributes to global warming by 20 percent.
The government has provided officials
with electric cars that have no emissions as
part of its energy security plan, he not-
ed.—KUNA
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