
DUBAI:  Major stock markets in the Middle
East rose slightly yesterday, outperforming
sluggish bourses in Asia and Europe, as Saudi
banks continued rebounding on the back of
October’s huge international bond issue by
their government.

The bond issue has allowed the govern-
ment to suspend, at least temporarily, domes-
tic bond sales and, in conjunction with other
steps, this has started to ease a liquidity
crunch in the banking system due to low oil
prices.  Short-term Saudi money rates have
fallen in the last two days. That has sus-
tained a rally in the stock market, where the
main index climbed for a ninth straight trad-
ing day yesterday, gaining 0.6 percent in
active trade. It has surged 10.1 percent dur-
ing the nine-day period, although it is still
10.3 percent below its July peak.

The banking sector index added 0.5 per-
cent as the biggest lender, National
Commercial Bank, rose 0.7 percent. On
Sunday it had rocketed 7.7 percent in its
heaviest trade since July 2015. Among other
gainers, telecommunications firm Zain Saudi
and miner Ma’aden both rose 3.5 percent. As
money flowed into such stocks, the petro-
chemical sector underperformed, edging up
only 0.2 percent.

A monthly Reuters poll of fund managers,

published yesterday, found 36 percent expect
to increase their allocations to Saudi equities
over the next three months, and 14 percent
to reduce them. That is the most bullish bal-
ance for Saudi Arabia since July, and com-
pares to ratios of 14 percent and 29 percent
in September’s survey. 

Elsewhere, Dubai’s index rose 0.4 percent
as Emaar Properties climbed 0.9 percent. But
courier Aramex dropped 3.8 percent after its
third-quarter earnings came in at the low end
of expectations. Aramex reported a 3 percent
fall in profit to 72.2 million dirhams ($19.7

million). EFG Hermes and SICO Bahrain had
forecast 75.8 million dirhams and 77.1 million
dirhams. Abu Dhabi’s index added 0.3 per-
cent on the back of the two biggest banks,
which plan to merge early next year. National
Bank of Abu Dhabi climbed 2.3 percent and
First Gulf Bank 1.8 percent. 

Qatar gained 0.3 percent. Telecommu
nications operator Ooredoo closed 3.1 per-
cent higher after initially falling when it
reported a 51 percent drop in third-quarter
net profit to 370 million riyals ($101.6 million);
the average forecast of analysts polled by

Reuters was 499.3 million riyals.
In Egypt, the index climbed 0.3 percent,

although exchange data showed foreign
investors were net sellers by a large margin
as the Egyptian pound continued to slide
against the US dollar on the black market. 

Three currency traders were buying dol-
lars yesterday for 17.5 to 17.85 pounds and
selling them to importers for 18 to 18.2
pounds, compared to an official exchange
rate of 8.88.  Massive uncertainty over the
risk of a devaluation of the pound is deter-
ring many foreign investors from building
positions. — Reuters 
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MIDEAST STOCK MARKETS

Saudi money rates drop as liquidity eases 
Lower rates could ease stress on companies, economy

NEW YORK: Traders Mark Muller (left) and Kevin Lodewick work on the floor of the New York Stock Exchange yesterday. Wall Street stocks were little-changed early yesterday following acquisitions by General Electric and
CenturyLink as markets absorbed the latest twists in the US presidential campaign. — AP

DUBAI: Saudi Arabian money market rates
dropped for a second straight day yesterday after
authorities acted to ease a liquidity crunch in the
banking sector caused by low oil prices. The
three-month Saudi interbank offered rate fell to
2.34 percent from Sunday’s 2.36 percent, bring-
ing its drop over the past two days to 4.2 basis
points - the biggest two-day fall since rates
began rising in August 2015.

Three-month SAIBOR had climbed to 2.386
percent last week, its highest since January 2009,
from below 1.0 percent a year ago, propelled by
monthly government issues of domestic bonds
to cover a huge budget deficit caused by shrunk-
en oil revenues. High rates threaten to squeeze
companies’ finances and hurt the economy,
which has already been slowing because of gov-
ernment spending cuts.

In the last couple of weeks, authorities have
taken their strongest action yet to reduce
upward pressure on rates. The government
raised a mammoth $17.5 billion in its first inter-
national bond issue, giving it financial space to
suspend October’s offer of domestic bonds.

Last week the central bank introduced a new

90-day repurchase agreement to inject funds
into the market when needed, and it committed
to lowering its Treasury bill issues to a maximum
3 billion riyals ($800 million) per week from 9 bil-
lion riyals. After the international bond issue,
bankers predicted the government would
deposit at least part of the proceeds in local
banks, which could further ease liquidity. It was
not immediately clear whether this process had
already begun. Bankers said the extent to which
money rates continued to fall would depend on
how soon the government returned to the
domestic bond market to borrow.

LIQUIDITY
The international bond sale should allow the

Saudi government to reduce its domestic bond
sales for the next two or three months, Jean-
Michel Saliba, regional economist at Bank of
America Merrill Lynch, said in a report.

“As long as external bond issuance acts as a
substitute to domestic bond issuance, it should
help to gradually ease domestic liquidity and
have a positive knock-on effect on Saudi rates,”
he said. Some Saudi bankers, however, said they

thought that monthly offers of 20 billion riyals in
domestic bonds could resume as soon as next
month, which would limit any further fall in rates.

In the long term, pressure on rates will depend
largely on two factors: the government’s progress
in cutting its budget deficit, which totalled $98 bil-
lion last year, and the proportion of the deficit
which the government covers with additional
international bond sales instead of domestic debt
issues, the bankers said. Longer-term Saudi money
rates also fell back yesterday, suggesting the mar-
ket believed the improvement in liquidity would
not merely be short-term. One-year SAIBOR
dropped to 2.627 percent from 2.641 percent.

Expectations that the liquidity crunch would
ease, benefiting companies and therefore banks’
loan quality, have helped to boost banks’ share
prices sharply in the past two weeks. The sector’s
index was up a further 0.4 percent yesterday
afternoon. But there were some signs that the
decline in rates might already be about to slow.
Although many individual Saudi banks quoted
lower SAIBOR rates yesterday, the biggest lender,
National Commercial Bank, did not, keeping its
three-month quote at 2.15 percent. — Reuters

RIYADH: The three-month Saudi interbank offered rate fell to 2.34 percent from Sunday’s
2.36 percent yesterday, bringing its drop over the past two days to 4.2 basis points - the
biggest two-day fall since rates began rising in August 2015.

Region rises as Saudi gains for ninth day Gulf single currency 
inevitable, says
Oman CB chief 

DUBAI: The creation of a single currency in the Gulf
Arab region has become inevitable and is only a mat-
ter of time, the executive president of Oman’s central
bank was quoted as saying. Oman is not one of the
countries pushing for a common currency, but “serious
measures” are being studied to achieve it, the Saudi
Arabian-owned Al Sharq al-Awsat newspaper quoted
Hamood Sangour al-Zadjali as saying in a statement.

Omani officials were not immediately available on
Monday to comment on the report, and it was not clear
whether Zadjali’s remarks signalled any new momen-
tum for the region’s single currency project. The cre-
ation of monetary union became a primary objective of
the six members of the Gulf Cooperation Council in the
early 1980s. Four of them - Qatar, Saudi Arabia, Kuwait
and Bahrain - formed a joint monetary council and a
forerunner to a Gulf central bank in March 2010.

But the euro crisis and a lack of political will have
slowed the project. Oman withdrew from the plan in
2006 and the United Arab Emirates pulled out in 2009.
Many bankers in the region say privately that introduc-
tion of a single currency remains unlikely for the fore-
seeable future, given technical difficulties and the fact
that GCC states are struggling with low oil prices,
which are having varying impacts on their economies.

Saudi Arabia has slowed sharply and has been
forced into painful fiscal reforms, while Qatar and
Kuwait, with relatively strong state finances, have
come under less pressure. — Reuters

DUBAI: Royal Dutch Shell and trading
house Vitol are stepping up their opera-
tions in the port of Fujairah to store Iraqi
crude as production from the OPEC mem-
ber rises, industry sources said.

Iraq is OPEC’s second largest producer
after Saudi Arabia and its output has
almost doubled since the start of the
decade at 4.7 million barrels per day (bpd).
With a target of 5.5-6 million bpd by 2020,
Iraq wants to be exempt from the cartel’s
bid to boost oil prices with production
cuts to reduce a global surplus.

Located on the east coast of the United
Arab Emirates at the entrance to the Strait
of Hormuz, Fujairah is one of two major
ports in the region along with Oman’s
Sohar and is a busy refuelling point for
tankers taking crude on long voyages out
of the Gulf. 

The emirate is keen to boost its status
as a global trading hub by increasing its
port storage capacity from 10 million cubic
metres to 14 million cubic meters by 2020.
Traditionally, it focused on fuel to power
tankers and refined oil products.

Shell leased five large crude storage
tanks at the port last year to take advan-
tage of low oil prices for the play, industry
and trading sources said. Shell is an equity
partner in Iraq’s Majnoon oilfield.

“The storage tanks were built specifical-
ly according to Shell’s requirements,” a trad-
ing source in Fujairah said. “Shell wanted to
avoid any fluctuations in production out of
Iraq. So far they are the only ones who have
a contract with (storage company) Vopak
to bring crude using the new jetty,” another
trading source said. — Reuters

Shell, Vitol boost UAE storage to handle Iraqi crude


