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KUWAIT: The new BMW 7 Series is an
outstanding example of technical innova-
tion of the highest level coupled with
contemporary luxury.  Created through
the concept of ‘Technological Poetry’ one
sees the perfect marriage between
advanced technology and its interpreta-
tion into design. Dynamic proportions,
precise lines and sculptured surfaces: The
BMW 7 Series shows typical BMW design
in its most elegant form. Be it in the for-
ward-surging front, the extended side
view or powerful rear, the BMW 7 Series
radiates its natural and authoritative pres-
ence from every angle.

“If you ever wanted quality craftsman-
ship at a supreme level then this is the car
for you. Evidence of this is the Floating
Design Mirror: The side mirrors appear to
grow organically out of the window out-
line. Modern and elegant in their effect,
the aerodynamics are also enhanced,”
said Yousef Al-Qatami, General Manager
of Ali Alghanim & Sons Automotive.
“Other examples of genuine detail refine-
ments are the Sky Lounge, a panorama
glass roof welcoming passengers to enjoy
the day or star-filled night sky, as illumi-
nated light patterns provide a luxurious
interior light ambience in six colours,” he
added.

Active air stream kidney grille with ver-
tical slats in Chrome, the high-precision
and powerfully distinctive appearance of

the wheel design and the seamlessly
incorporated Hofmeister kink makes this
new model distinctive. Looking inside,
high-quality materials such as chrome
with interior trims in Poplar Grain Grey
fine-wood finish and seats with uphol-
stery such as exclusive ‘Nappa’ leather in
Ivory White create a harmonious combi-
nation. Also displaying a high level of
handicraft is the instrument panel deco-
rated by a continuous seam. 

Nothing beats the new BMW 7 Series
for comfort and luxury. A host of new
BMW ConnectedDrive driver assistance
features include the intuitive Touch
Command: a 7-inch tablet positioned in
the rear of the vehicle, offers passengers a
completely new experience in controlling
multiple in-car functions. Through Touch
Command, rear passengers are able to
control in-car infotainment and comfort
features, such as the new BMW 7 Series
Vitality Program, which offers luxurious
in-seat massage options. A unique
Gesture Control function, which offers
those inside the vehicle with the option
to increase the volume of the radio only
by gesturing at the screen, is also one of
the new technology features. 

Whichever seat you occupy in the
BMW 7 Series, you feel the contemporary
and future-orientated atmosphere of lux-
urious wellbeing. A virtuosic composition
of material, light, shape, colour and inno-

vative technologies to accompany people
who wish to move things - be it from the
rear or from the driver’s seat. The search

for pioneering innovations is the driving
force for the BMW engineers. With func-
tions such as BMW Gesture Control, BMW

Laserlight or Remote Control Parking,
they are setting further future-orientated
standards in the BMW 7 Series. In laser
high beam mode, BMW Laserlight illumi-
nates a range of up to 600 metres nearly
twice as far as that of conventional head-
lights. With the use of this new headlight
technology, BMW Laserlight improves
safety with better night time visibility.

In addition, the BMW Touch Command
is a tablet with 7” display that is integrat-
ed into the centre armrest in the rear for
the first time. It is connected to the car’s
systems and offers comprehensive opera-
tion and setting options. Using the tablet,
the rear seats and front passenger seat
can be adjusted. 

Air conditioning, ventilation and seat
heating in the rear can also be operated,
as well as the interior lighting with
Ambient light, the blinds for the glass
sunroof and the roller sunblinds. The
entertainment functions can also be con-
trolled. The portable BMW Touch
Command can be conveniently charged
from the Snap-in adapter.

“The all-new 7 Series has certainly
raised the level of automobile engineer-
ing, innovation and design. The new
model exemplifies the highest level of
precision coupled with the ultimate in
luxury and comfort. We have no doubt
that it will surpass our customers’ expec-
tations,” Al-Qatami concluded. 

KUWAIT: In this report, we survey the extent
to which the Gulf Cooperation Council (GCC)
banks have been affected by low oil prices and
highlight relative vulnerabilities of individual
banking systems. The pressures highlighted in
this report, combined with those generated by
the strong sovereign linkages in the region.
Low Oil Price Challenge Banks’ Resilience’)
were among the factors that underpinned our
recent action to downgrade some banks in
Oman and Bahrain while placing the ratings of
31 banks on review for downgrade in all six
GCC countries.

Low oil prices have pressured operating
conditions for banks across the GCC countries,
with real non-oil economic growth halving to
an average of around 3 percent over 2016
from around 6 percent in 2014.

Reduced oil revenues for regional govern-
ments have already led to a more challenging
funding environment, with annual deposit
growth slowing significantly, from around 10
percent during 2014 to around 3 percent during
2015 and we expect liquidity to remain tight
over 2016. Also, while banks’ asset quality per-
formance and capital buffers have been broadly
maintained so far, we note that pressure on loan
growth and asset quality could increase if GCC
governments become more fiscally selective
and let the non-oil economy slow down further.
As such, we will continue to monitor the broad
economic performance of the individual sys-
tems and the key risk transmission channels for
pressures, in particular government spending
policies as well as investor and consumer confi-
dence, liquidity, and asset quality (direct and
indirect exposures).

The widening gap between oil prices and
fiscal break even oil prices across GCC gov-
ernments has resulted in a signif icant
increase in some of these governments’
deficits, which has weakened their own cred-
itworthiness, as highlighted by the recent rat-
ing actions taken on the government of
major oil-exporting countries. In turn, these
developments also highlight the reduced
capacity (or possibly willingness) of these
governments to support both the broad
economy and the banks in times of stress, if
needed. We will continue to assess for any
changes in the GCC governments’ capacity or
willingness to provide such support.

FINANCIAL INSTITUTIONS
Bahrain’s banking system is under pressure,

linked directly to the government’s weakening

fiscal position and capacity to provide support
to the fairly large Bahraini banking sector (230
percent of GDP). Public sector borrowings
grew by around 15 percent in the first six
months of 2015, which has helped sustain the
domestic economy but poses risks for 2016, as
it is unclear how the government will be able
to maintain the current levels of spending.
Over the same period, the level of government
deposits declined by around 4 percent, reduc-
ing local liquidity for the banks from a relative-
ly strong base. In this context, we expect loan
performance to weaken in the second half of

2016, while capital should remain solid.
Oman’s banking system also continues to

remain vulnerable. We expect the operating
environment to weaken further as indicated
by declining business volumes, investment,
liquidity and reduced consumer confidence.
We expect these developments to impact
Oman banks’ funding, profitability and ulti-
mately asset quality in 2016. At the same time,
the government’s fiscal pressures mean the
capacity and willingness to support the bank-
ing system is declining as well. In Saudi Arabia,
banks face the dual pressure of weakening
operating conditions and fiscal pressures sig-
naling a potential reduction of the govern-
ment’s capacity to provide support. While we
expect new asset quality pressures, profitabili-
ty and capital buffers are expected to remain
resilient. Government borrowing will continue
to increase, helping to sustain domestic credit
growth. Lower overall deposit inflows, the
growth rate of which declined to around 1
percent during 2015 from 12 percent during

2014, will commensurately reduce banking
system liquidity. Although increases in sover-
eign borrowing are positive for the domestic
banks’ profitability, these trends may ultimate-
ly impact sovereign creditworthiness and, con-
sequently, the deposit ratings of banks that
currently benefit from government support.

The United Arab Emirates (UAE) banking
sector remains moderately exposed to a pro-
longed period of low oil prices. Despite chal-
lenges in operating conditions, the UAE’s more
diversified economy and the macro prudential
initiatives in real estate and banking regula-

tions since the global financial crisis in 2008
will support the solvency profiles of the banks.
Nevertheless, deposit growth is expected to
slow significantly to around 3 percent from the
10 percent levels of 2012-14. While sovereign
buffers remain large, the highest bank deposit
ratings in the UAE (mostly for Abu Dhabi
based banks) are vulnerable given their prox-
imity to the government’s rating and some of
the significant rating uplift levels incorporated
in the banks’ ratings, based on our current
assessment of a very high probability of gov-
ernment support.

Qatar is still expected to deliver solid non-
oil economic growth in the 8 percent range
driven by continued infrastructure invest-
ments that provide stable growth prospects
for 2016. 

However, the banks have experienced a sig-
nificant slowdown in overall deposit growth,
to 6 percent over 2015 from above 20 percent
during 2012-13, and we expect credit growth
to fall to a more moderate 8 percent over the

next 12 months from 15 percent levels previ-
ously. The resultant funding gap is already
pressuring system liquidity and driving banks
to compete for deposits and, at the same time,
seek longer-term, but costlier, market funding.

Kuwait is expected to be the least affected
system. Credit growth in the country has been
consistently the lowest in the GCC since the
global financial crisis, driven by very limited
government spending and as such, leaving
room for increases in 2016 that will be benefi-
cial for the banks. Deposit growth too is
expected to be stable given the limited public-

sector balances held at local Kuwaiti banks
(around 15 percent of total system deposits).

Nevertheless, the low fiscal break-even oil
prices of Kuwait and Qatar, coupled with large
reserve buffers will support elevated public
spending for an extended period for these sys-
tems, moderating the downside risks to the
operating environments and, consequently,
the respective banking sector fundamentals.
Nevertheless, like the UAE, the highest deposit
ratings in these two systems are also vulnera-
ble given their proximity to the government
ratings, which are currently facing some pres-
sure.

GCC CENTRAL BANKS
Overall yearly deposit growth at banks in

Oman and Bahrain has slowed to around 3
percent and 2 percent, respectively, but their
governments have consciously kept their level
of deposits in the system stable at around 32
percent and 11 percent, respectively, to help
maintain liquidity. As a result,  loans-to-

deposits ratios for these systems have been
broadly stable at 98 percent and 77 percent,
respectively, unlike some of the other GCC sys-
tems. Liquid asset buffers remain solid in the
30 percent-35 percent range for the two sys-
tems. Going forward, a key question will be
whether these governments will take stronger
measures to protect their own fiscal position
and whether this could have an effect on the
systems’ deposit levels.

In Saudi Arabia, deposit growth has slowed
more significantly to around 1 percent during
2015 from 12 percent for 2014. This slowdown
is driven by modest declines in government
deposits (overall government deposits fell by
around 2 percent during 2015, while time and
savings deposits fell by 5.7 percent), which is a
reversal from the positive trend observed in
prior years. 

As a result, loan-to-deposit ratios have
started to increase and the regulator has
increased the limit for this metric to 90 per-
cent from 85 percent to provide headroom for
more lending. Liquid asset levels remain stable
at around 32 percent of total assets for the sys-
tem. We expect liquidity to tighten further as
inflows from government continue to
decrease. 

Although overall deposit growth is down in
Kuwait as well, it remains least affected by
pressures from the low oil price as the decline
has been fairly modest - to 3 percent in 2015
from around 4 percent in 2014. Also, unlike the
other GCC systems where the level of govern-
ment deposits has declined, in Kuwait it has
actually increased by around 11 percent dur-
ing 2015 to reach around 15 percent of total
deposits, however, the increase was primarily
driven by re-classification of deposits from a
government related entity which was reported
as market funds until 2014 but now customer
deposits. Banking system indicators of loan-
to-deposits and liquid assets to total assets are
expected to remain broadly stable at their cur-
rent levels of 85 percent and 30 percent,
respectively, over 2016. 

A key driver of the favorable conditions
that have long supported GCC banks is the
reallocation of high oil revenues into the
broad domestic economy through direct pub-
lic spending, which has helped soften the
overall economic slowdown, with total real
GDP declining only to 2 percent in 2015 from 3
percent in 2014 (see appendix 1 for more
information on linkages between oil revenues
and public spending). 
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