
Aramco shares 
shed post-IPO 
gains as oil dives
RIYADH: Saudi Aramco shares have lost
most of the gains they made since listing in
December in a landmark first offering, as oil
prices drop amid alarm over the new coron-
avirus. China’s energy demand has sagged as
authorities lock down millions of people to
prevent the spread of the disease, with major
knock-on effects for a global economy
dependent on the Asian powerhouse.

The slump, which has slashed main oil con-
tracts by up to 20 percent since the virus
panic began, threatens to undercut Gulf
economies that have already been battling
both low prices and low demand for energy
exports. A high-profile casualty is Saudi
Aramco-the world’s largest company-which
was listed on the Saudi bourse to much fan-
fare on December 11 in a record-breaking ini-
tial public offering (IPO). The company raised
$25.6 billion with the sale of 1.5 percent of its
stock, with one-third of the shares sold to
some five million Saudi citizens who were
promised a 10 percent bonus if they did not
sell for six months. The value of the IPO was
further raised to $29.4 billion in early January
when the company sold some 450 million
extra shares to investors.

The stock surged almost 19 percent in the
heady first few days of trading, sending the

company’s valuation past the $2 trillion mark
sought by Saudi Crown Prince Mohammed
bin Salman when he envisaged the IPO four
years before. But over the past weeks, the
share price posted gradual but persistent
declines, coming close to the IPO price of 32
riyals ($8.50) a share.

On Sunday, it closed at 32.80 riyals, the
lowest price since the listing, which reduced
the firm’s value to $1.75 trillion. 

April test 
Global ratings agency Standard & Poor’s

said on Monday that the coronavirus may
further push down oil prices, especially if the
disease which has killed more than 1,800
people is not contained by March, as many
hope. “For the (Gulf nations), this could result
in a drop in oil prices, economic growth, and
real estate prices, alongside a change in gov-

ernment spending, which could put pressure
on issuers we rate in the region,” the agency
said in a report. 

China is the top importer of Saudi oil.
Aramco has dropped some 13.4 percent since
hitting its record high of 38 riyals on
December 16, and lost about seven percent
since the start of the year, most of it after the
coronavirus outbreak. “Part of the initial
decline came after the price soared to levels
that made the share unattractive to investors
and after dealers sold to make a quick profit,”
said Mohamed Zidan, market strategist at
ThinkMarkets in Dubai. The company faces a
key test in early April when Saudi sharehold-
ers will be able to sell after collecting their 10
percent bonus share issue.  Aramco has guar-
anteed it will distribute dividends of at least
$75 billion every year until 2024 as a way of
luring investors. — AFP
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SIHANOUKVILLE, Cambodia: A general view shows the Westerdam cruise ship in Sihanoukville yesterday. In the best-case scenario, the economic hit from the epidemic in China will be short-lived, but it comes as the global econo-
my remains fragile, IMF chief Kristalina Georgieva said yesterday. — AFP.
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Georgieva says IMF sticking to its forecast of 3.3% for global growth this year

IMF: Virus hitting a fragile global economy 

WASHINGTON: In the best-case scenario, the eco-
nomic hit from the epidemic in China will be short-
lived, but it comes as the global economy remains frag-
ile, IMF chief Kristalina Georgieva said yesterday.
Beset by many other risks, including the paused but
still-unresolved US-China trade war, the world is not in
a good position to deal with a prolonged impact, she
wrote in a blog post.

“The truth is that uncertainty is becoming the new
normal,” she said. The coronavirus “is our most press-
ing uncertainty... It is a stark reminder of how a fragile
recovery could be threatened by unforeseen events.”

The virus to date has left nearly 1,900 dead and
sickened 72,000 in China, cutting off transportation
and forcing many businesses to close their doors.
Apple, which relies on Chinese production, warned this
week that iPhone supplies will be constrained.
Georgieva repeated the fund’s view that the new coro-
navirus is likely to have only a short-term effect,
marked by a sharp decline in China’s GDP followed by
a sharp recovery.

But she warned that the situation could worsen, with

more dire consequences for other countries as the
impacts spill over. “A long-lasting and more severe out-
break would result in a sharper and more protracted
growth slowdown in China,” she wrote. 

“Its global impact would be amplified through more
substantial supply chain disruptions and a more per-
sistent drop in investor confidence, especially if the
epidemic spreads beyond China.” The International
Monetary Fund yesterday again warned that risks to
the global economy “remain skewed to the downside,”
in its customary report for the Group of 20 finance
ministers and central bank governors who will be meet-
ing in Saudi Arabia over the weekend. The Washington-
based crisis lender in January downgraded its forecast
for global growth this year to 3.3 percent, despite relief
over the truce in the US-China trade conflict that led to
tariffs on billions of dollars in goods. 

The “phase one” US-China deal prevented even
more tariffs from taking effect and the IMF estimates it
“will reduce the drag from trade tensions on the level of
GDP in 2020 by 0.2 percent.”

However, it “only addresses a small share of the

recently imposed tariffs and specifies minimum increas-
es in China’s imports from the United States,” the IMF
chief said. In addition, the deal relies on “managed
trade arrangements”-with specific targets for China to
purchase from the United States-which  “have the
potential to distort trade and investment while harming
global growth.” 

“In fact, our estimates suggest that the managed
trade provisions cost the global economy close to $100
billion,” she said. The G20 Surveillance Note, as the
report is known, said the recovery in the member
economies is “fragile and likely to be shallow,” too low
to raise living standards or provide sufficient jobs for
young people entering the workforce.

“Even in the best-case scenarios, however, the pro-
jected rate of global growth is still modest in too many
parts of the world,” Georgieva said. 

The IMF said it was sticking to its January forecast
for 3.3 percent growth in the global economy this year,
up from 2.9 percent in 2019, already a downward revi-
sion of 0.1 percentage points from its forecast in
October. “The recovery could be derailed by a sharp

rise in risk premia, triggered for example by a re-esca-
lation of trade tensions, or a further spread of the coro-
navirus,” the Fund said.

Chinese state television quoted President Xi Jinping
as saying China could still meet its economic growth
target for 2020 despite the epidemic. But the IMF note
cast doubt on that.

“The coronavirus, a human tragedy, is disrupting
economic activity in China as production has been
halted and mobility around affected regions limited,”
the Fund wrote in the note. “Spillovers to other coun-
tries are likely - for example through tourism, supply
chain linkages, and commodity price effects. It said the
impact of the virus was still unfolding, and while the
current scenario assumed a quick containment of the
virus and a bounce-back later in the year, the impact of
the epidemic could be larger and longer-lasting. “A
wider and more protracted outbreak or lingering
uncertainty about contagion could intensify supply
chain disruptions and depress confidence more persist-
ently, making the global impact more severe,” the Fund
said in the note. — Agencies 

Britain heralds 
end of ‘cheap 
labor from
Europe’ 
LONDON: Britain will prioritize access
for high-skilled workers from around the
world in its post-Brexit points-based
immigration system, the government said
on Tuesday, setting out its plans to put an
end to a reliance on “cheap labor from
Europe”.

Concern over the impact of high levels
of immigration from the European Union
was one of the key drivers behind Britain’s
2016 vote to leave the bloc and the gov-
ernment has said it plans to bring overall
migration numbers down. The new sys-
tem, in place from Jan 1, 2021, will assign
points for specific skills, qualifications,
salaries or professions and only give visas
to those who have enough points. It will
treat EU and non-EU citizens the same.

It will mark a sea change for business-
es who have grown used to having access
to a large pool of EU workers, particularly
since 2004 when the accession of several
former communist states in central and
eastern Europe saw a big influx of
migrants coming to Britain to work. “We
have got a number of routes through the

points-based immigration scheme that will
enable people to come here with the right
kind of skills that can support our country
and our economy,” interior minister Priti
Patel said.

But business groups said that many
firms relied on overseas labor and cau-
tioned there might not be enough domes-
tic workers to tend crops, care for
patients and serve food - a deficit that
could undermine the world’s fifth largest
economy. Britain’s fruit and vegetable sec-
tor, for example, relies on up to 80,000
seasonal workers from the EU each year,
but the government said its Seasonal
Workers Pilot scheme would have just
10,000 places.

The Home Office said it would follow a
recommendation made last month by the
Migration Advisory Committee (MAC), an
independent body which advises the gov-
ernment, to lower the minimum general
salary threshold for skilled migrants to
25,600 pounds ($33,330) a year, from
30,000 pounds.

Skilled workers will need to meet crite-
ria including the ability to speak English
and will need to have a job offer. There
will be no specific entry route for low-
skilled workers, something the govern-
ment hopes will help reduce the number
of migrants.  “We need to shift the focus
of our economy away from reliance on
cheap labour from Europe and instead
concentrate on investment in technology
and automation. Employers will need to
adjust,” the government said in a policy
document. — Reuters


