
DUBAI: A trader walks by beneath a stock display board at the Dubai Stock Exchange in the United Arab Emirates. The central banks of the UAE and Saudi Arabia on Saturday announced stimulus plans worth a combined $40 billion to ease the
impact of the coronavirus outbreak in their respective countries. —AFP

Boursa Kuwait 
modifies Security 
Circuit Breaker
KUWAIT: Following approval by the Capital Markets
Authority (CMA), Boursa Kuwait announced on its offi-
cial website and social media channels that effective from
15 March, 2020, the security circuit breaker will be mod-
ified by reducing the lower limit from -10 percent to -5
percent, while maintaining the upper limit at 10 percent. 

This decision has been made in an effort to address
the fast-paced changes and turbulence facing the local
exchange market, as well as regional and international
exchanges, as a result of the COVID-19 outbreak. It
also follows the major drop in oil prices globally, which
has led to a state of extreme volatility of listed shares
prices and halted market trading in Boursa Kuwait. 

Boursa Kuwait has rolled out the reduction in the
security circuit breaker, in compliance with its
Rulebook, which allows it to intervene in such challeng-
ing conditions and take the necessary action to ensure
the protection of all dealers and minimize any negative
impacts. In the event a drop or increase occurs for any
security, the modification allows dealers to enter buy or
sell orders after pausing the security for a time frame of
two minutes. During these those two minutes, an auc-
tion takes place to define the new reference price, while
giving priority to orders based on the current operating
system. The number of shares entered in the auction
must comply to the Normal Market Size (NMS) speci-
fied, in proportion to the daily average trading. 
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peak as OPEC+ coalition collapses
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DUBAI/RIYADH:  The central banks of the United Arab
Emirates (UAE) and Saudi Arabia, the two largest Arab
economies, on Saturday announced stimulus plans
worth a combined $40 billion to ease the impact of the
coronavirus outbreak in their respective countries.

The UAE regulator plans to support banks and busi-
nesses in the country, where the outbreak is affecting
major economic sectors such as tourism and transport,
with a 100 billion dirham ($27 billion) economic plan, it
said on Saturday.

In a separate statement, the Saudi Arabian
Monetary Authority said it had prepared a 50 billion
riyal ($13.32 billion) package to help small and medium-
sized enterprises (SMEs) cope with the economic
impacts of coronavirus. The disease has so far infected
85 people in the UAE and 105 in Saudi Arabia.

The Saudi funding aims to grant SMEs six-month
deferrals on bank payments, concessional financing and
exemptions from the costs of a loan guarantee program,

SAMA said. Concerts, sporting events and industry
conferences have been cancelled or postponed in the
past few weeks in the UAE to contain the spreading of
the new coronavirus. In Dubai, the Middle East’s trade,
finance, tourism and transportation hub, some busi-
nesses have started to feel the pain from the global
travel slowdown caused by the outbreak.

Saudi Arabia, which has already suspended the
Umrah pilgrimage and locked down its eastern Qatif
region where many infections are located, halted all
international flights for two weeks from yesterday.

The UAE central bank said it will provide 50 billion
dirhams through collateralized loans at zero cost to all
banks operating in the UAE while an additional 50 bil-
lion dirhams will be freed up from lenders’ capital
buffers. “The CBUAE is allowing banks to free-up their
regulatory capital buffers to boost lending capacity
and support the UAE economy,” it said in a statement.

It said the scheme offers banks relief for up to six

months from the payments of principal and interest on
outstanding loans for affected private sector companies
and retail customers.

Committed to peg
Adding to a likely economic slowdown caused by

the virus, Saudi Arabia and the UAE are also expected
to face wider fiscal deficits this year because of lower
oil prices, due to an oil price war between Riyadh and
Moscow. The Gulf states’ currencies, which are
pegged to the US dollar, weakened in the forwards
market last week.

The UAE regulator said on Saturday it maintained
its commitment to the peg for the dirham, and said for-
eign currency reserves amounting to 405 billion
dirhams as of March 10 were “adequate” to safeguard
the stability of the currency.

Other measures introduced by the UAE central bank
on Saturday include reducing by 15-25 percent the

amount of capital banks have to hold for loans to SMEs,
and better terms for first-time home buyers.
Importantly for the local real estate sector - which has
been struggling in Dubai for the past decade - banks
will be allowed to increase their exposure to real estate
loans.

“When the exposure reaches 20 percent of the
banks’ loan portfolio (measured by risk-weighted
assets), banks will be allowed to increase it to 30 per-
cent, but will be required to hold more capital,” it said.
The central bank also introduced regulations which
reduce banking fees for small companies.

The Dubai and Abu Dhabi stock exchange indices
dropped last week amid coronavirus concerns and
because of tumbling oil prices. To contain volatility in
the markets, the central bank said it plans to issue
guidelines on margin calls, asking banks to request
additional collateral before liquidating stocks in the
event of a market downfall. —Reuters

UAE, Saudi central banks roll out $40bn stimulus
Countries to face wider fiscal deficits amid dropping oil prices, coronavirus

Aramco 2019 profit 
slides 20.6% on 
lower crude prices
RIYADH: Saudi Aramco reported yesterday a 20.6
percent drop in 2019 net profit due to lower crude
prices and production levels, in its first earnings
announcement as a listed company amid an escalating
price war. The world’s most valuable firm also
announced it was slashing its capital expenditure for
this year, as the price war with Russia and the spread-
ing coronavirus pandemic rattle energy markets.
These are the first financial results after Aramco’s his-
toric $29.4 billion initial public offering and listing on
the domestic Tadawul exchange last December. Last
week, Aramco shares slipped below the IPO price for
the first time. “Net income was $88.2 billion for the
full-year 2019, compared to $111.1 billion in 2018,”
Aramco said in a statement.

“The decrease was primarily due to lower crude oil
prices and production volumes, coupled with declining
refining and chemical margins.” The company also
declared $1.6 billion of impairment provisions for losses
associated with Sadara Chemical Company, an Aramco
subsidiary. Despite a drop in earnings, Aramco said it
distributed a dividend of $73.2 billion in 2019. Based on
its commitment under the IPO it intends to declare an
annual dividend of $75 billion in 2020, it added.

“2019 was an exceptional year for Saudi Aramco.
Through a variety of circumstances-some planned and
some not-the world was offered unprecedented insight
into Saudi Aramco’s agility and resilience,” CEO Amin

Nasser said in the statement. The company is bracing
for financial pain as the coronavirus outbreak saps
global demand for crude and the ongoing price war
between Riyadh and Moscow sends oil markets into a
tailspin. Nasser said the company had taken steps to
“rationalize” its planned 2020 capital spending.

Aramco’s capital spending last year dropped to
$32.8 billion from $35.1 billion in 2018, the statement
said. It expects capital spending, which includes
expenditure on projects, to be between $25 billion and
$30 billion this year “in light of current market condi-
tions and recent commodity price volatility”. “The
recent COVID-19 outbreak and its rapid spread illus-
trate the importance of agility and adaptability in an
ever-changing global landscape,” Nasser said. 

Shock-and-awe 
The price war, likely to weaken Aramco’s 2020 first

quarter earnings, was triggered by Russia’s refusal to
agree on additional output cuts to support prices
dented by the coronavirus outbreak. An apparently
furious Riyadh responded with a massive production
hike and the biggest cuts to prices in two decades,
moving to snatch some of Russia’s market share and
triggering market turmoil. The kingdom said last week
Aramco will pump 12.3 million barrels of oil per day,
boosting output by at least 2.5 million bpd. It also
announced plans to raise production capacity from 12
million bpd to 13 million bpd. “The real question every-
one wants to know is what’s happening in Q1 2020,”
said Ellen Wald, author of the book “Saudi Inc.”. “The...
insight won’t arrive until the next earnings call when
we learn how Aramco dealt with the current oil market
drama and Saudi politics.”

Riyadh’s shock and awe strategy has wide-reaching
consequences for global oil producers, already reeling

from a slump in demand. In its latest monthly report,
the Organization of Petroleum Exporting Countries
lowered its forecast for global average daily demand
by 0.92 million barrels to 99.73 million barrels. Saudi
Arabia also raised political uncertainty after a royal
purge that saw King Salman’s brother and nephew
detained. Sources said they were accused of plotting a
palace coup to unseat the Crown Prince Mohammed
bin Salman, heir to the Saudi throne and de facto ruler.

Aramco shares rallied immediately after the listing
on December 11, rising by 19 percent to 38 riyals
($10.1) and temporarily lifting the company’s valua-
tion above the $2 trillion mark, which was sought by
the crown prince. But as oil prices tumble, Aramco
shares have lost 29 percent from its highest point,
slipping below the listing price. On Thursday,
Aramco’s market value dropped to around $1.55 tril-
lion, but it still remains the world’s largest publicly
listed company. —AFP

In this file photo, visitors stop at the Aramco exhibition
section at the Misk Global Forum on innovation and tech-
nology held in the Saudi capital Riyadh. —AFP


