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China-N Korea 
trade battered 
by UN sanctions
BEIJING: China’s trade with North Korea
plummeted last year, data showed yesterday,
as harsh UN sanctions batter the nuclear-
armed country’s economy. Beijing is a key
ally of the isolated state and its main source
of trade and aid-but in 2017 it backed United
Nations measures to punish Pyongyang over
its nuclear and ballistic missile activities.

The sanctions on trade in North Korea’s
most valuable commodities sent bilateral
trade plunging 52.4 percent last year com-
pared to 2017. China ’s  imports  f rom i ts
n e i g h b o r  d r o p p e d  8 8  p e r c e n t  i n  2 0 1 8
year-on-year to 1.42 billion yuan ($210 mil-
lion), while its exports slumped 33.3 per-
cent  to 14 .7 bi l l ion yuan ($2.18 bi l l ion) ,
accord ing  to  cus toms  admin i s t ra t ion
spokesman Li Kuiwen.

“For  t rade between China  and North
Korea, we are strictly implementing the reso-
lutions of the (UN) Security Council,” Li told
reporters. The trade sanctions seek to cut off
the North’s access to hard currency by ban-
ning its main exports-coal and other mineral
resources, fisheries and textile products.

They have pummeled the country’s econo-
my, which contracted 3.5 percent in 2017 —
its worst  showing in two decades-South
Korea’s central bank said last year.

The North’s mining industry slumped 11
percent in 2017, the Bank of Korea said, after
growing 8.4 percent in 2016. Manufacturing
output also fell 6.9 percent that year-down
from 4.8 percent growth-while agriculture
and fisheries slipped 1.3 percent, after also
expanding in 2016.

China and Russia have both said the UN
should consider relaxing sanctions on
Pyongyang, while Washington is demanding the
North give up its nuclear arsenal before any
relief from sanctions is granted. Last week
North Korean strongman Kim Jong Un made
his fourth visit to China, with Chinese President
Xi Jinping backing him in the deadlocked
nuclear talks with the US while insisting the
two sides should meet “halfway”.  —AFP

KUWAIT: This edition of the MENA Outlook occurs
against a backdrop of increased global economic
uncertainty and financial market volatility. The IMF, in
its October 2018 WEO, revised down its global eco-
nomic outlook by 0.2 percent to peg world output
growth at roughly 3.7 percent over the next two years,
a decent enough pace, but noted that the balance of
risks is tilted to the downside. These are dominated by
escalating trade protectionism, which has been
sparked by the unresolved US-China trade tariff dis-
pute and continued US monetary tightening-the US
Federal Reserve hiked rates four times, by 25 bps each
time, in 2018-with ramifications for emerging market
economies and those with currencies pegged to the
US dollar in terms of increased capital outflows and
higher borrowing costs. 

Policymaking uncertainty, at least in advanced
economies, is further complicating the picture. From
the Trump administration’s partial shutdown of the
federal government and likelihood of further legisla-
tive impasse in the face of a Democrat-controlled
congress to the UK’s Brexit woes and President
Macron of France’s tax reversal in the face of the ‘gilet
jaunes’ (yellow vests) street protests, 2018 ended on a
bad note. 

The financial markets plunged into bear territory
during the last quarter of 2018, with the S&P 500 and
MSCI EM indices closing the year down 6.2 percent
and 12.3 percent, respectively. GCC stock indices, in
comparison, fared relatively well, with Saudi’s Tadawul
gaining 8 percent, Abu Dhabi’s ADX 11.7 percent and
Qatar’s QE a region-leading 20.8 percent (though
from a low base). 

Oil prices
The outlook for oil prices has changed consider-

ably over the last six months, with the balance of risks
in 2019-2020 skewed to the downside. We envisage
prices (Brent) averaging $65/bbl in 2019 and 2020,
down from 2018’s average of $71.6/bbl. Amid a
mÈlange of bearish catalysts, from rampant US shale
production and burgeoning OPEC+ output to
President Trump’s decision to offer six-month sanc-
tions waivers to Iran’s largest customers and weaken-
ing global economic growth, Brent crude, the interna-
tional benchmark, plunged almost 38 percent in the
last three months of 2018 to $54/bbl by year’s end.
Brent had been as high as $86/bbl in early October.
Oil’s price drop prompted OPEC to reconvene in
December and reinstitute production cuts of at least
1.2 mb/d for 2019 in order to stabilize oil prices. 

GCC growth 
For the GCC oil producers, with the likely excep-

tion of Qatar, the softer oil price outlook for 2019-
2020, coupled with production cuts, will likely delay
the process of fiscal balancing and, in the process,
place added pressure on the non-oil sectors to drive
revenue growth and real output gains. Qatar’s deci-
sion last December to withdraw from OPEC frees it
from production cut obligations, while its fiscal
account (and current account) was on track in 2018
to record a first surplus in three years.

Regional governments will continue with their
ambitious infrastructure and development projects,
backed by expansive public spending plans, with
Saudi Arabia’s record SR1.1 trillion ($293bn) budget
the most eye-catching. 

Private sector stimulus programs and productive
infrastructure investments will, by and large, support
non-oil growth over the forecast period. Reforms to
stimulate the business environment and incentives to
attract long term foreign investment were also intro-
duced, most notably in the UAE, which reduced fees
in several sectors, including real estate and tourism
(Dubai), offered mainland licenses for businesses
operating in free trade zones (Abu Dhabi) and, at the
federal level, approved the issuance of residency
visas to skilled expatriates for up to ten years and
raised foreign ownership limits of companies operat-
ing outside of free trade zones to 100 percent from
49 percent. We expect GCC non-oil  growth to
improve from 2.9 percent in 2018 to 3.3 percent in
2019 and 3.5 percent in 2020. 

On the hydrocarbon side, GCC governments’ oil
and gas expansion plans will continue apace, despite
OPEC+ production cut obligations and the prospect
of lower oil prices. The UAE is on the verge of meet-
ing its oil production capacity target of 3.5 mb/d,
having identified close to $145bn of new upstream
and downstream investments over the next five years.  

Both Qatar and Bahrain have commenced projects
to significantly increase their oil and gas output-
Bahrain after discovering sizeable offshore tight oil
and gas deposits and Qatar after deciding to expand
LNG production capacity by 43 percent to 110
mtpa. Kuwait, for its part, intends to capitalize on its
burgeoning non-associated gas production and light
condensate output-it sold its first shipment of the
super light crude, which isn’t subject to OPEC+
quotas, in 3Q18-and forthcoming expanded refinery
capacity, with the $12bn Clean Fuels Project close to
completion.

Apart from oil prices, risks to the outlook include
still-lackluster credit growth in an environment of
rising costs of borrowing linked to US monetary
tightening (especially in the case of Saudi Arabia)
and lower oil prices with their impact on consumers’
confidence and spending. Overall, we expect head-
line growth in the GCC to average 2.3 percent in
2019 and 2.6 percent in 2020, from an estimated 2.4
percent in 2018. 

Inflationary impulses, meanwhile, appear to be
restrained, weighed down by falling real estate/rental
prices and still-subdued demand. The introduction of
VAT in the UAE and Saudi Arabia in 2018 was the
predominant contributor to the increase in prices in
those countries, but its effects have worn off. Inflation

should rise by no more than 2.0 percent by 2020.

Reforms boost Egypt’s economy  
In Egypt, economic growth has been relatively

strong, reaching 5.3 percent in 2017/18 and support-
ed by IMF funds and associated fiscal reform meas-
ures, which have also trimmed the deficit. Tourism and
exports are recovering, helped in part by a cheaper
currency, remittances have increased substantially,
and unemployment has begun to fall (to 10 percent in
3Q18 from 11.9 percent in 3Q17). We expect growth
to continue at roughly the same rate over the forecast
period, supported by investment spending, gains in
the tourism sector and continued increases in natural
gas production. 

Lower oil prices expected in 2019-20 as OPEC bids to rebalance market

Global economic uncertainty weighs 
on MENA outlook; markets volatile

Gulf Bank announces 
winners of Al-Danah 
weekly draw 
KUWAIT: Gulf Bank held its weekly draw on 13th
January 2019 announcing the names of its winners for
the week from the 6th January till the 10th January
2019, in which five winners will receive KD 1,000 each,
every week. 

The winners this week are:   
l Turki Maiah Ali Saleh
l Ebtehal Abdullah Ahmad Alramadhan
l Abbas Fakhr Aldin Tawala 
l Ghalyh Qasi Ahmed Aldrwesh

l Mohammad Abdulredha Hussain Aleem
Gulf Bank encourages customers to increase their

chances of winning with Al-Danah by depositing more
into their Gulf Bank accounts using the new ePay (Self-
Pay) service, which is available on Gulf Bank’s online
and mobile banking services.

Al-Danah offers a number of unique services to cus-
tomers, including the Al-Danah Deposit Only ATM
card, which allows account holders to deposit money
into their accounts at their convenience. Account hold-
ers can also calculate their chances of winning the
draws through the ‘Al-Danah Chances’ calculator avail-
able on the Gulf Bank website and app.

Gulf Bank’s Al-Danah account is open to Kuwaiti
and non-Kuwaiti residents of Kuwait. Customers
require a minimum of KD200 to open an account and
the same amount should be maintained for customers
to be eligible for the upcoming Al-Danah draws. If the
customer’s account balance falls below KD 200 at any

given time, a KD 2 fee will be charged to their account
monthly until the minimum balance is met. Customers
who open an account and/or deposit more will enter
the weekly draw within two days. To take part in the
Al-Danah 2019 upcoming quarterly and yearly draws,
customers must meet the required hold period for
each draw.

Citigroup profits 
up but revenues 
dip in Q4
NEW YORK: Lower expenses helped
boost Citigroup’s fourth-quarter earn-
ings but heavy volatility dented rev-
enues in some trading divisions, the
bank reported yesterday. Citigroup,
the first US banking giant to report
results, said fourth-quarter net income
was $4.3 billion, compared to a loss of
$18.9 billion a year ago, when results
were affected by a one-time account-
ing loss from US tax reform.

Revenues dropped 2.1 percent to

$17.1 billion, below analyst expecta-
tions for $17.6 billion.

Revenues in Citigroup’s global con-
sumer banking were about flat with
the year-ago period while revenues in
institutional clients group dipped one
percent. Declines in bond trading
more than offset the gains in
increased equity trading, the company
said. “A volatile fourth quarter impact-
ed some of our market sensitive busi-
nesses, particularly Fixed Income,”
said Chief Executive Michael Corbat.
The bank notched  a three percent
increase in total loans compared with
the year-ago level. Earnings translated
into $1.61, six cents about analyst
expectations. Citigroup shares fell 0.7
percent to $56.30 in premarket trad-
ing in New York.  —AFP

EU economy chief 
says ‘difficult’ to 
get digital tax deal
PARIS: The EU’s Economic Affairs commis-
sioner said yesterday that it will be “difficult”
for the bloc to agree unanimously on an EU-
wide tax on high-tech giants by a self-imposed
March deadline.

Speaking to  reporters  in  Par is , P ierre
Moscovici also said he would submit to his
commission colleagues a proposal ending a
veto that national governments hold on tax

matters, which gives any government the power
to torpedo even the least ambitious proposal
on tax matters.

The veto provision had become “an obstacle”
to dealing with global challenges, he said.

Ireland, Denmark and Sweden are opposed to
Moscovici’s proposal for an EU directive taxing
internet company’s turnover to ensure that glob-
al tech platforms like Facebook and Google pay
their fair share.

France has been backing the idea as has
Germany, with qualifications, but that will not be
enough under the current system. “It is clear
that the French-German accord presented last
December did not win unanimous support, nei-
ther on the day itself nor in the following days,
so we must assume that while a joint solution is

not impossible, it will be difficult to achieve by
March,” Moscovici said.

Paris has argued the measure would be a
vote-winning accomplishment for mainstream
EU politicians ahead of the European Parliament
elections in May, in which anti-Brussels pop-
ulists could do well.

But Ireland, which hosts the European head-
quarters of several US tech giants, leads a small
group of otherwise mostly Nordic countries that
argue the tax will also punish European compa-
nies and stoke Washington’s anger. Several EU
countries, including France, Britain and Italy, are
working on their own, national versions of a dig-
ital tax, a development the EU fears could result
in a patchwork of schemes across the continent
rather than a unified EU strategy. —AFP


