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On June 11 Russian news agency TASS reported 

that Russia and Saudi Arabia agreed an $3.5 billion 

arms deal. Sergey Chemezov, general director of 

Russian state-owned corporation Rostec, stated to 

the media that the deal will be finalized during 

Saudi King Salman’s next visit to Russia, which is 

expected before the end of 2017.  The current arms 

deal has been in the offing since 2012, when a 

preliminary agreement, valued at that time $20 

billion, was signed. The 2012 deal however hit rock 

bottom after that Saudi Arabia stipulated in their 

demands that Russia would not be selling C-300 

long-range SAM to Iran. 

 

Moscow didn’t want to comply to the latter, as also 

is shown by C-300 deliveries to Iran. However, the 

discussions continued, as Saudi Arabia, even that 

it is still largely relying on Western (US-UK) arms 

technology and products, wants to diversify its 

arms contracts. Russia is the world’s second largest 

weapons exporter with total sales exceeding $15 

billion annually. 

 

In contrast to traditional arms deals, Saudi Arabia 

now is keeping to its promise that in future all 

deals will be linked to technology transfer to and 

manufacturing in Kingdom. Rostec CEO Chemezov 

acknowledged that Saudi Arabia has stipulated 

that the deal will come into effect on condition 

that Moscow provide Riyadh with transfer of 

technology and start manufacturing in the 

kingdom. This conditional agreement is a first step 

also towards a Saudi local defense industry. 

Moscow is currently assessing its options with 

regards to the Saudi proposal. A possible option, 

as Chemezov said, would be that Russia will set up 

a light weapons production plant in Saudi Arabia, 

most probably Kalashnikov. Rostec is a Moscow-

headquartered state-run company that specializes 

in manufacturing and exporting high-tech military 

products. 

 

 
 

Last month, Dmitry Shugaev, head of the Russian 

Federal Service on Military-Technical Cooperation 

(FSMTC), indicated already that Riyadh and 

Moscow were proceeding their military talks. The 

media effects of the highly published Saudi-US 

arms deals was already waning, it seemed.  

Shugaev indicated that both sides were very 

interested in a military-technical cooperation. 

“Agreement between Saudi Arabia and the USA, or 

any other NATO member, will not affect our 

willingness to cooperate on mutually beneficial 

terms,” he underlined. Just before, the US and 

Saudi Arabia had signed a $110 billion arms deal.  

Russian sources have indicated that Saudi Arabia 

also is interested in the delivery of T-90MS battle 

tanks.  

 

In addition to Riyad, another GCC member is also 

discussing new arms deals with Moscow. Saudi’s 

close-ally and brother-in-arms Bahrain is likely to 

expand its military cooperation with Moscow. The 

latter would be very interesting, as Bahrain 

currently hosts one of the two main US military 

strongholds in the region. 

SAUDI ARABIA OPENS UP MILITARY DEALS 
RUSSIA 

STRATEGIC 

ANALYSIS 
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Saudi Arabia’s investment drive in Russia could get 

a boost if Riyadh would be interested in taking part 

in Russia’s Arctic project. The latter message was 

given by Russian Energy Minister Alexander 

Novak, who openly reiterated that Russia’s energy 

cooperation with Saudi Arabia was "top-flight", 

but would deepen further if Riyadh took up an 

offer to participate in Russia's Arctic gas project.   

 

Since 2016, Moscow and Riyadh are showing an 

increased willingness to cooperate globally, as has 

been shown in the OPEC – Non-OPEC oil 

production cut agreement. The latter’s success is 

still fledgling, but both countries now seem to be 

open for further deals.  Saudi sovereign wealth 

fund PIF, in cooperation with SAGIA and SAMA, 

have become very active in Russian economic 

sectors.  Multibillion investments have been 

promised and the PIF is already taking part in 

Russia’s main investment fund RFID.   

 

The offer made entails that Aramco could have a 

role in the Arctic LNG-2 project, led by Novatek, 

which aims to start building the first processing 

unit, or train, to produce liquefied natural gas 

(LNG) in 2022-2023.  The specifics of the role for 

Aramco has not been disclosed, but it can be 

expected that a major investment is needed.  

Novak indicated that "Saudi Aramco was offered 

different options of participation in Arctic LNG-2".  

"Our colleagues (in Saudi Arabia) were interested 

in it and have been looking at the proposals," he 

said.  The Russian LNG option has been on the 

screen of Aramco for longer. Last month, when 

visiting Russia, Saudi Energy Minister Khalid al-

Falih stated to Russia's TASS news agency that "all 

is possible but it's premature to talk about 

specifics."  At the same time, it has not been a 

secret that Aramco currently is setting a major gas 

strategy, in which investments globally in gas and 

LNG production are targeted. The latter will be a 

major feature for Aramco after the company’s 

planned initial public offering (IPO).   

 

At present, partners for Arctic LNG-2, which aims 

to produce at least 16.5 million tons of LNG per 

year, have yet to be chosen. According to Leonid 

Mikhelson, one of Novatek’s largest shareholders, 

foreign investors could have a stake up to 49%. 

Several other parties have already shown an 

interest, such as companies from Japan and China, 

while Total is studying it.  At present, Novatek, with 

Chinese partners and its shareholder Total, is 

building another gas liquefaction plant, Yamal 

LNG, that is expected to start production in the 

fourth quarter of 2017.  

 

  

RUSSIAN LNG TARGETED BY ARAMCO 

https://www.google.nl/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwjE_fOfsYbVAhURLlAKHWL_DqoQjRwIBw&url=http://uk.reuters.com/article/uk-russia-saudi-novak-idUKKBN19R1RH&psig=AFQjCNF1ZkaQldhdZ_j7j9ydImlFSh3t_w&ust=1500039634184300
https://www.google.nl/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwjkzduOsYbVAhWQmbQKHV7zBbMQjRwIBw&url=http://uk.reuters.com/article/us-russia-novatek-yamal-idUKKCN11P1DY&psig=AFQjCNGIVsdyZ50Qj1hs0uiQ18oWIOOhrw&ust=1500039573171646
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In a surprise statement to OPEC, Saudi Arabia, the 

cartel’s leader and main supporter of the current 

OPEC – Non-OPEC production cut agreement, 

stated that it was out of compliance with the deal. 

The Saudis reported that they have pumped 10.07 

million bpd in June, which is 12,000 bpd above the 

agreed production cut level. The latter is a surprise, 

as until now Saudi Arabia has been more than fully 

complying with the agreement. Saudi Arabia was 

among 24 producers to say they would withhold 

almost 2 per cent of global oil output to bring 

crude supplies back in line with demand and raise 

petroleum prices. 

 

Officially, Saudi’s production levels will not change 

the strategy in place, as current oil prices are 

fledgling largely due to continuing production 

volume increases by US shale, combined with 

additional volumes in Libya, Iraq and Nigeria.  The 

latter countries are however not part of the 

production cut agreement, as they have been 

exempted until now. Saudi’s full report still needs 

to be submitted to OPEC. The figure of 10.07 

million barrels a day is Saudi Arabia’s government-

endorsed production number but isn’t actually 

used by OPEC to determine production agreement 

compliance levels.   

 

 

Since the start of the agreement, the main brunt 

has been taken by Aramco, which has cut 

scrupulously its own production. In May, Aramco 

official has pumped only 9.88 million bpd. The 

overall production cut deal has been extended in 

May for 18 months through March 2018. 

 

Analysts at present are stating that there are two 

reasons for the unexpected higher production 

volumes of Aramco. First of all local Saudi demand 

for crude oil and petroleum products is higher the 

coming months due to a need for increased power 

production in summer. The impact of higher 

temperatures and air-conditioning is high in 

summer. The last years Aramco has been 

producing during the summer much more than in 

other seasons. Saudi oil production hikes normally 

during the summer, as domestic energy needs soar 

SAUDI INTERNAL DISCUSSIONS TO CHANGE 
OPEC CUT STRATEGY? 
 

https://www.google.nl/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwiLpM3VsYbVAhWOLVAKHc_MCqoQjRwIBw&url=http://economictimes.indiatimes.com/markets/commodities/news/worldsbiggest-ipo-may-be-the-real-reason-behind-saudi-arabia-agreeing-to-opec-deal/articleshow/55831645.cms&psig=AFQjCNG64Hq5IcGHIBdCITTOiM4u1ApfUA&ust=1500039734028914
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during the scorching heat. The local demand for 

electricity also increased due to the fasting month 

of Ramadan, when millions of Muslims visit Saudi 

Arabia, according to Sadad Al Husseini, a former 

executive vice president at Saudi Arabian Oil Co., 

the nation’s main oil producer. 

 

At the same time, there is also another issue that 

has had an influence on production volumes. Due 

to a shutdown of several ports in May in the 

Kingdom, due to the weather, additional volumes 

were waiting to be put on the market. The latter 

volumes are part of the current production 

increase for June.  

 

Normal market fundamentals are currently the 

basis for the increase. Still, some changes could be 

imminent in the overall Saudi strategy. The impact 

of the current OPEC agreement is still not really a 

dream scenario. Saudi Aramco, and the Kingdom, 

is preparing for a watershed IPO very soon. The 

impact of oil prices on the success of the Aramco 

IPO should not be underestimated.  Looking at the 

pro-active approach that Saudi Arabia, and for 

sure Crown Prince Mohammed Bin Salman, has 

shown lately, every single instrument to make the 

Aramco IPO a success will be used.  Some analysts 

expect that the coming months internal Saudi 

discussions will be focused on different production 

strategies. A shock and awe approach, as some 

have indicated, could be put in place, but a 

unilateral production cut strategy is not at present 

one of the preferred options.  Geopolitics and 

regional constellations could however give 

enough room to play with global oil prices without 

putting Saudi Arabia’s oil power at risk. 
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Just after that Saudi Aramco CEO Amin Nasser, 

while addressing the World Petroleum Congress in 

Istanbul, stated that the outlook for oil supplies is 

“increasingly worrying”, due to a loss of $1 trillion 

($1000 billion) in investments the last years, reality 

hit already in. The skepticism shown by a majority 

of financial analysts and oil commentators about 

the real threat to global oil (and gas) production 

volumes was countered by the news that the 

production at Saudi Aramco’s main offshore oil 

field Manifa has been hit by technical problems.   

  

News sources reported that the output from Saudi 

Aramco's massive Manifa oilfield has been hit by a 

technical problem, citing unnamed sources.  The 

impact of this possible technical mishap is not to 

be underestimated. Aramco’s Manifa is on of its 

biggest oilfields and latest expansions. With a 

targeted production capacity of around 900,000 

bpd, to be brought onstream in two phases, is one 

of the backbones of Aramco’s future capacity. At 

present, the main issue reported on is that there 

has been corrosion of the water injection system, 

which is used to keep pressure in the reservoir. No 

facts have emerged about the total impact on the 

Manifa production capacity, but unnamed sources 

are already quoting ‘millions of dollars’ of losses.   

 

The current reports are not really worrying, as 

corrosion control in a water injection system is only 

a technical challenge, even that costs are high. 

Maintenance of the field is expected, resulting in a 

shut-down of production. The latter was confirmed 

by Sadad Al Husseini, former VP Aramco. If the 

whole production needs to be cut, Saudi Aramco’s 

overall production capacity will be cut by 

900,000bpd.  

 

The current corrosion problem at Manifa is not 

new, when looking at the overall situation of some 

giant fields in the Kingdom. Aramco is already 

since years fighting an uphill battle to counter 

existing corrosion threats on Ghawar, Manifa and 

others. The problem is immense, as main 

production wells are threatened to be blocked fully 

if no solutions are being found for corrosion and 

scaling issues. Until now no real solutions have 

been found, except the traditional mitigation in 

place.  

 

At the same time, Saudi Arabia’s export volumes 

are hit by high local summer demand for crude oil 

and products. The Kingdom already stated that it 

will cut overall crude oil shipments by around 

600,000 bpd in August to balance the rise in 

domestic consumption during the summer. 

Increased local demand is not only a growing 

problem for Saudi Arabia, but for most Persian Gulf 

producers. If the latter is being fully put in place, 

Saudi August crude exports will fall to around 6.6 

million bpd. Main cuts will be made to export 

volumes to the US and Asia. Saudi sources expect 

that Saudi crude volumes to the US will be below 

800,000 bpd, while exports to Asia will be around 

3.5 million bpd (decrease of 200,000bpd). Europe’s 

imports will be only down by 70,000 bpd, reaching 

a level of 520,000 bpd.  

 

When looking at the Saudi situation, the need for 

new investments and increased technology 

development is clear. Saudi Aramco’s investment 

of $300 billion in the next 10 years will for a large 

part be focusing on new technology, needed to 

keep existing projects running while opening up 

new volumes in the future.  Its drive to increase 

overall gas production will also be based on a two-

fold approach. One is to counter growing domestic 

OPEC EXPORTS UNDER PRESSURE. SAUDI 
MANIFA PROBLEM SIGN OF TROUBLES? 

https://www.google.nl/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwi7h6zzsYbVAhUFLFAKHckDC-YQjRwIBw&url=http://www.saudiaramco.com/en/home/news-media/news/manifa--an-environmental-success-story.html&psig=AFQjCNEK37Z80T6gIuSictwuYk2Wz74Zfw&ust=1500039789870505
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demand for natural gas for power generation, 

while also addressing industrial needs. At the same 

time, when focusing on its main core area, crude 

oil production, gas volumes will be needed to 

reinject into the field to keep production at needed 

levels.  Both targets will only be possible to 

reached if the growing technical challenges in gas 

production of the Kingdom, due to sour gas issues, 

can be countered effectively.  

 

The Saudi situation is not different from its 

neighbors. The Kingdom has the same challenges 

as its current main political adversary, Qatar. The 

latter’s national oil Qatar Petroleum has been able 

to keep up crude oil production on its main 

offshore oilfield Al Shaheen due to heavy 

investments made by its former joint-venture 

partner Maersk Oil. After the end of the Danish 

concession, the operations are currently going to 

be led by French oil major Total. The Al Shaheen 

oil field is located in Qatari waters 80 kilometers 

north of Ras Laffan with facilities consisting of 33 

platforms and close to 400 wells. Currently 

producing about 300,000 barrels of oil per day, Al 

Shaheen is Qatar’s largest offshore oil field and 

one of the largest offshore oil fields in the world. 

The production has been one of the main revenue 

generators of the Qatari government. To keep this 

at the same level, QP and Total already have 

announced the need for a $3.5 billion investment 

plan for the exploration of the Al Shaheen field. 

The latter was reported during the launch of the 

North Oil Company (NOC), which was established 

a year ago as a partnership between a wholly 

owned affiliate of QP (70 percent) and a wholly 

owned affiliate of Total (30 percent) to develop 

and operate Al Shaheen oil field. 

 

The challenges on this field are still immense and 

very challenging. Already in 2013 QP asked all 

Source: MEED 
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foreign operators to come up with redevelopment 

plans to increase recovery rates and, if possible, 

production at its mature fields. Between 2012 and 

2016, Maersk has been working on a field 

development, slated to have cost $1.5 billion, to 

sustain output at current levels. Sources indicated 

at that time that excessive associated gas at Al-

Shaheen could prevent it from increasing crude 

output. Other geological challenges at the field 

include thin and stretched reservoirs. More 

knowledge of these thin reservoirs and extended 

wells is still needed, but until now has not yet been 

resolved. The fact that the French oil major has 

now taken over is not strange, the technical 

capabilities and financial strength of the IOC, is 

needed to counter all. Qatar’s remaining fields are 

also experiencing the same threats.  

 

Amin Nasser’s message is not only targeting 

global oil markets. His assessments are also based 

on regional (OPEC) developments, as production 

of oil and gas in the so-called cheap (er) oil regions 

is also under threat. Technical challenges will need 

an increased amount of investments, which are 

largely lacking in the market. If Saudi Aramco or 

QP are experiencing already main production 

threats, the situation in other production regions, 

such as Nigeria, Libya or Mexico, could be even 

more dire.  With increased demand for crude oil 

and petroleum products still shown in all 

international assessments, the market will need to 

react. A production shutdown due to technical 

issues is not as easy to counter than a weather or 

geopolitical issue. More money is needed, 

otherwise not only production fields will be closed 

down but international clients, including utilities or 

chemical companies, will be feeling the brunt. A 

shutdown of one or two giant fields will take the 

market from an oil glut to an oil shortage within 

weeks.  

 

Assessments that a shutdown in the Middle East or 

a major OPEC producer can be covered by new 

production elsewhere is a possible idea fix. The 

current production increases in Nigeria, Iraq and 

Libya, will be most probably temporary. Growing 

political instability in Libya, as the LNA is targeting 

control of the country, or the re-emergence of the 

Niger Delta insurgency, will put a cap on increases 

without any doubt. 

 

Also published by Verocy on Oilprice.com 
© OilPrice.com  
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Saudi Arabia could be the next big emerging 

market 

1 July 2017 

 

Last month, MSCI Inc, a leading provider of global 

equity indexes, announced the inclusion Saudi 

Arabia to the upcoming (June 2017-June 2018) 

review cycle for potential inclusion of Saudi Arabia 

in MSCI Emerging Markets. If successful, this could 

mean Saudi Arabia will be added to MSCI 

Emerging Markets at end-May 2019, in time for the 

Saudi Aramco’s initial public offering (IPO). The 

kingdom has made significant progress in market 

reforms in the recent years along a host of fiscal 

reforms that has attracted global investor 

attention to Saudi asset classes. 

 

In September 2016, the Saudi Arabian Capital 

Market Authority (CMA) implemented a new 

version of “Rules for Qualified Foreign Financial 

Institutions Investment in Listed Securities”. Major 

enhancements in this version included the increase 

of foreign ownership limit levels applicable to 

listed Saudi Arabian companies, the lowering of 

the minimum assets under management 

requirements applicable to Qualified Foreign 

Investors and amendments to the list of Qualified 

Foreign Investors eligible investor types. These 

changes have resulted in an increase in the 

number of Qualified Foreign Investors having 

entered the Saudi Arabian equity market as 

reported by the CMA and the Saudi Stock 

Exchange (Tadawul). 

 

In April 23 2017, Tadawul followed up by 

implementing a new market operating model. The 

new model includes, among other noted 

improvements, the expansion of the settlement 

cycle from T+0 [same day] to T+2 [transaction plus 

two days], the introduction of a proper delivery 

versus payment (DvP) settlement provision, proper 

failed trade management, and the introduction of 

short selling and securities borrowing and lending 

facilities. 

 

“Following the introduction of these major 

enhancements to the accessibility of the Saudi 

Arabian equity market, MSCI will be consulting 

with international institutional investors to gather 

informed feedback on their practical experience of 

accessing the Saudi equity markets and in 

particular on the effectiveness of the recently 

implemented enhancements,” MSCI said in a 

statement. 

 

The potential size in the index is 2.5 per cent but 

with the privatization of Saudi Aramco, the weight 

could rise to 5 per cent.” 

 

Analysts expect inclusion of Saudi Arabia in MSCI 

Emerging Markets will be a game changer for 

Saudi equities and will boost allocation of global 

investors in the Middle Eastern equity markets. 

“Using the provisional list of constituents and 

latest prices, we estimate that Saudi Arabia could 

have a weight of 2.5 per cent in MSCI EM, making 

it the ninth-largest country in the index and the 

third-largest in EMEA,” Daniel Salter, Head of 

Equity Research at Renaissance Capital wrote in a 

recent note. 

 

Investment flows 

Saudi Arabia remains a large regional market with 

a trigger. Following the inclusion of the UAE and 

Qatar markets in the MSCI Emerging Markets, 

inflows following the announcement could be 

large. Bank of America Merrill Lynch estimates that 

Saudi Arabia’s MSCI weight could be as high as 2 

to 3 per cent and even higher when Aramco is 

included into Saudi market index. 

 

Analysts say MSCI’s decision will rest on whether 

foreign investors feel the current level of opening 

is sufficient, given the 49 per cent foreign 

ownership limits and investor qualification 

requirements; in addition, some of the market 

framework changes such as stock lending and 

short-selling have yet to be tested. 

 

Foreign ownership of Saudi equities is currently 

very low at just 4 per cent of the total market 

capitalisation. Analysts estimate that inclusion in 

MSCI EM would trigger at least $2.3 billion of 

inflows from passive funds out of an estimated $90 

to $100 billion of emerging markets dedicated 

passive assets under management (AUM). 

 

STRATEGIC 

INSIGHT 
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Currently, active emerging market funds in 

aggregate hold a small (0.15 per cent) amount of 

Saudi Arabia in their portfolios, down from a peak 

of 0.3 per cent in August 2015. 

 

Saudi Arabia’s inclusion could come as a boost for 

other regional equity markets this would give 

more exposure of the regional asset classes to 

global investors. 

 

“Saudi Arabia’s inclusion in the MSCI Emerging 

Markets stock index will be a welcome boost for 

capital markets in the region. The Kingdom’s 

potential upgrade to emerging market status in 

2019 will give access to more international 

investors and bring greater liquidity to the region’s 

largest market. This will benefit the local banks and 

financial services’ industry in addition to 

supporting the Kingdom’s 2030 vision to diversify 

the economy away from oil. It’s a welcome move 

for Saudi and will have a positive impact for the 

wider Gulf region,” said Fawad Tariq Khan, General 

Manager of Shuaa Capital. 

 

Some analysts say post-MSCI inclusion the 

potential weight of Saudi in the index could surge 

up to 5 per cent in the future. “The potential size 

in the index is 2.5 per cent but with the 

privatisation of Saudi Aramco, the weight could 

rise to 5 per cent. Middle East and North Africa 

(Qatar, UAE and Egypt) currently represents 2 per 

cent of the index,” said Dr Marie Owens Thomsen, 

Global Head of Economic Research for Indosuez 

Wealth Management. 

 

According to Franklin Templeton Investments, the 

20 markets that have been added to the MSCI EM 

since 1994 have seen an average increase in 

performance of around 60 per cent over the 

subsequent 1-2 years, with a median 27 per cent 

outperformance of the index. In the 12 months 

before the actual inclusion of Qatar and Dubai, 

those markets rallied 48 per cent and 115 per cent 

respectively. “Saudi Arabia could also be subject to 

an inclusion into the FTSE EM index by September 

2018. These developments are unambiguously 

positive for Saudi Arabia,” said Thomsen. 

http://gulfnews.com/business/money/saudi-arabia-

could-be-the-next-big-emerging-market-1.2051173 

Saipem awarded contracts, change orders 

in Saudi Arabia, West Africa and Caspian 

Sea 

3 July 2017 

 

Saipem has been awarded a new E&C Offshore 

contract by Saudi Aramco for EPCI (Engineering, 

Procurement, Construction, Installation) activities 

and T&I (Trunklines & Installation) works in Saudi 

Arabia, under the Long-Term Agreement in force, 

renewed in 2015 until 2021. 

 

The scope of work includes the design, 

engineering, procurement, construction and 

installation of a total of 19 jackets for the 

development of fields in Marjan, Zuluf, Berri, 

Hasbah, and Safaniya, among the most important 

offshore fields in the region of the Arabian Gulf. 

Additionally, Saipem has negotiated the extension 

in Angola of the deployment of vessel FPSO 

Gimboa, inclusive of management and 

maintenance services, personnel, material and 

consumable supplies for three years, plus one 

optional year. Finally, Saipem has defined change 

orders for projects in West Africa and in the 

Caspian Sea. Together, these new acquisitions, 

relevant to the second quarter, amount to a total 

of $500 million. 

http://www.worldoil.com/news/2017/7/3/saipem-

awarded-contracts-change-orders-in-saudi-arabia-

west-africa-and-caspian-sea 

 

 

Is Saudi Arabia Depending Too Much On 

The Ghawar Field?  

4 July 2017 

 

About the only joy Fossil Fuelers have been getting 

lately is the sweet satisfaction that the ‘Peak Oil’ 

crowd got it wrong. What the Fossil Fuelers may 

need to start chewing on is that peak oil, which is 

merely a description of an inevitability for a limited 

resource (you heard it here last – fossil fuels are 

finite) and not a political litmus test, is not their 

problem; peak demand is their problem. Why else 

would the owners of the world’s greatest pool of 

BTUs decide to sell their bounty to the public? 

The Saudis have a problem, too. It isn’t just that 

their economy is slowing down; roughly one third 

http://gulfnews.com/business/money/saudi-arabia-could-be-the-next-big-emerging-market-1.2051173
http://gulfnews.com/business/money/saudi-arabia-could-be-the-next-big-emerging-market-1.2051173
http://www.worldoil.com/news/2017/7/3/saipem-awarded-contracts-change-orders-in-saudi-arabia-west-africa-and-caspian-sea
http://www.worldoil.com/news/2017/7/3/saipem-awarded-contracts-change-orders-in-saudi-arabia-west-africa-and-caspian-sea
http://www.worldoil.com/news/2017/7/3/saipem-awarded-contracts-change-orders-in-saudi-arabia-west-africa-and-caspian-sea
http://oilprice.com/Energy/Energy-General/Oil-Industry-To-Waste-Trillions-As-Peak-Demand-Looms.html
http://washpost.bloomberg.com/Story?docId=1376-OSD6BE6S972J01-0K4F71GVSN9888OK1QF4J64M4G
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of their 10 mb/d production is used internally, and 

much of that is used to make cheap power. They 

burn it as though it were worth $6 per barrel so 

they can enjoy 3-cent kilowatt-hours. (U.S. average 

retail is around 12 cents.) You don’t have to win a 

Nobel Prize to know they would rather sell it at the 

market, setting a recent low at $45, and use 

something else to make electricity. That something 

else might as well be PV power, now available in 

sunny climates for 3 cents, or less. 

 

The daily cost of burning 3.2 million barrels of $45 

oil, at 6, is nearly $125 million. This adds up to a 

billion in 8 days; soon, you’re talking real money. 

In the course of a year, it amounts to $45 billion, 

which is a princely sum. Some Princes are less 

happy about this than others. 

 

London or New York? $40 oil or 60? $1 trillion 

market cap or $2 trillion? The game’s afoot and 

“The Wall Street Journal [reports] that Saudi 

Aramco's executives had briefed the Saudi Cabinet 

on the potential location of the IPO: The 

company's leadership wants to go public on the 

London Stock Exchange, because they see it as the 

least risky decision. [Newly minted Crown Prince 

Mohammed] Bin Salman, however, prefers to list 

the IPO on the New York Stock Exchange.” 

In any case, the Journal has called it: The Biggest 

Fee Event in Wall Street History. “The IPO of the 

state-owned oil giant could generate as much as 

$1 billion in fees.” I thought that renewable energy 

would be Wall Street’s next big inning, but oil still 

calls out a lively tune. The sound of a trillion dollars 

could be so sweet that it impairs the judgment of 

even the most seasoned investment bankers. This 

doesn’t mean they are wrong, but it may be a 

reason to ‘discount’ their advice, even if you aren’t 

looking for a place to launch your own IPO. 

 

Both Goldman and Citi are beating the drum for 

higher prices. “Goldman’s conclusion is based on 

the inability of US shale to continue pumping oil at 

this pace when ‘oil prices are below the marginal 

cost of production for shale producers. ($50-

$55/bl brent).’” Citi’s call seems to be based upon 

technical analysis: "Oil hits the floor and is now set 

to soar!" Even if that turns out to be bad timing or 

bad judgment, it’s decent poetry. 

 

If the trend does not bend, and prices don’t rise, 

what will it mean for this momentous offering? Do 

they need $60 oil to get the valuation they want? 

We are about to find out. 

 

 

https://www.bloomberg.com/news/articles/2016-09-19/cheapest-solar-on-record-said-to-be-offered-for-abu-dhabi
http://www.opec.org/opec_web/en/about_us/169.htm
https://worldview.stratfor.com/article/saudi-arabia-polishes-its-crown-jewel?utm_campaign=LL_Content_Digest&utm_source=hs_email&utm_medium=email&utm_content=53516657&_hsenc=p2ANqtz-9wvAGqFhTkwQ4DqF-DmeiRB_RxKk7j8o8ameCwvPYDJ2YQKxzxJ4dOSyILFn9ii5rdawraBz9A3yNYf39Cud2k_8EGcQ&_hsmi=53533163
http://oilprice.com/Energy/Oil-Prices/Goldman-Sachs-Oil-Crash-Unlikely-To-Continue.html
http://oilprice.com/Energy/Oil-Prices/Citi-Oil-Prices-Have-Bottomed-And-Are-Now-Set-To-Soar.html
http://oilprice.com/Energy/Oil-Prices/Only-60-Oil-Can-Save-The-Aramco-IPO.html
http://cdn.oilprice.com/images/tinymce/hh3.jpg
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Good to the last drop 

Regardless of oil’s price or the valuation of 

Aramco, potential investors should ask themselves 

an extremely important question: how sure are you 

that the mighty Ghawar field, still producing 5 

mb/d, equal to nearly all conventional (non-tight 

oil) U.S. production, is not about to have a stroke 

and go into decline? Only Aramco insiders know 

the answer, if anyone. No matter where a well is or 

when it was first drilled, at some point, it will go 

into decline, unless you stop using the product. 

That is as certain as gravity. 

 

Related: Oil Price Gains Could Be Here To Stay 

Speaking of gravity, the bright light that shines 

upon Saudi Arabia during most daytime hours is 

not expected to go into decline for several billion 

more years. Bet on that. It is reasonable to project 

that an acre of PV arrays in the Kingdom (be sure 

to dust them regularly) will provide enough power 

to push an EV for 2 million miles every year; that is 

another way of saying 200 EVs for 10,000 miles 

each. Why do we even bother with gasoline 

anymore? Mining and turning Lithium into 

batteries seems more promising unless, of course, 

those become oversupplied too. Maybe Ghawar 

will last forever. As Yamani said, we never did run 

out of stones; we never will.  

http://oilprice.com/Energy/Crude-Oil/Is-Saudi-Arabia-

Depending-Too-Much-On-The-Ghawar-Field.html 

 

 

130% spike in Saudi women joining 

workforce; 11.1 million expats in private 

sector 

4 July 2017 

 

The number of Saudi women joining the workforce 

saw a dramatic increse in the last four years, latest 

official data show. A based on figures provided by 

the Ministry of Labour and Social Development in 

March, the number of Saudi women working in the 

private sector has increased by 130 per cent in the 

last four years. From 215,000 in 2012, the number 

of women in the private sector jumped to 496,000 

in 2016, an average of 8,500 jobs per month. 

 

Women now represent 30 per cent of the total 

Saudi work force in the private sector, up from just 

12 per cent in 2011, the study said. Riyadh has the 

highest figure in employment opportunities for 

Saudi women with 203,600 jobs, representing 41 

per cent of the total number. Makkah in western 

Saudi Arabia follows with 106,800 jobs (21.5 per 

cent) well ahead of the Eastern Province with 

56,400 jobs (11.4 per cent). Around 5,800 women 

are working in Jazan in the south of the kingdom, 

representing 1.2 per cent of the labour force in the 

private sector. Their number was 4,900 in 2012. 

The ministry is working on increasing the 

percentage of women in the Saudi total workforce 

to 28 per cent by 2020. 

 

Meanwhile, the Saudi government has reported 

more than 11 million foreigners in Saudi Arabia’s 

private sector, based on official figures. According 

to the Interior Ministry’s National Information 

Centre, 11,119,370 expatriates are employed in the 

private sector. They are accompanied by 2,221,551 

relatives, bringing their total number to 

13,340,921. 

 

The overwhelming majority of the expatriates 

(10,976,854) are aged between 20 and 64. They 

have 1,689,874 relatives with them, the figures 

published in the Saudi daily Okaz on Tuesday 

show. Together, they total 12,666,728. Slightly less 

than 10,000 foreign workers (9,646) are less than 

20 years old while 132,870 are above 64 years. 

 

Meanwhile, latest figures posted by the General 

Authority for Statistics show that the total 

population of the Saudi kingdom is 31,742,308. 

Saudi Arabia has embarked on an ambitious drive 

to boost employment among its native 

population, mainly women and graduates. Several 

programs have been launched to empower 

women economically and help them secure jobs 

despite stiff resistance from conservatives who 

have been openly against allowing women to 

work, especially in places where genders can mix, 

including supermarkets. 

  

Women can work from home 

Under the National Transformation Program 2020, 

the ministry has launched several projects, 

including allowing women to work from home, 

http://www.bloomberg.com/news/articles/2016-03-22/drillers-can-t-replace-lost-output-as-100-oil-inheritance-spent
http://www.bloomberg.com/news/articles/2016-03-22/drillers-can-t-replace-lost-output-as-100-oil-inheritance-spent
http://oilprice.com/Energy/Energy-General/Oil-Price-Gains-Could-Be-Here-To-Stay.html
https://www.greentechmedia.com/articles/read/10-battery-gigafactories-are-now-in-progress-and-musk-may-add-4-more
http://oilprice.com/Energy/Crude-Oil/Is-Saudi-Arabia-Depending-Too-Much-On-The-Ghawar-Field.html
http://oilprice.com/Energy/Crude-Oil/Is-Saudi-Arabia-Depending-Too-Much-On-The-Ghawar-Field.html
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amid expectations that it would generate 141,000 

jobs. 

The project is proving popular among women, 

mainly for those living outside major cities in the 

kingdom, as it provides them with flexible timings 

and enables them to avoid the challenges of 

commuting to the workplace. 

 

Transportation difficulties are often cited along 

family responsibilities among the major social 

obstacles hindering women from taking up jobs.  

http://gulfnews.com/news/gulf/saudi-arabia/130-spike-

in-saudi-women-joining-workforce-11-1-million-

expats-in-private-sector-1.2052841 

 

 

Saudi Arabian soldier killed, three 

wounded in explosion: state media 

4 July 2017 

 

A Saudi soldier was killed and three were wounded 

when suspected militants attacked their convoy in 

eastern Saudi Arabia, the interior ministry said on 

Tuesday, the latest in a series of attacks in the 

troubled region. The town of al-Awamiya, located 

in the oil-producing al-Qatif province, is a 

flashpoint between the Sunni Muslim government 

and minority Shiites complaining of discrimination. 

The soldier was killed by a rocket-propelled 

grenade in the old part of the town known as al-

Musawara and an investigation was underway, the 

ministry's spokesman told state news agency SPA, 

but gave no further details. 

 

Authorities have been bulldozing al-Musawara, a 

small part of the town with narrow streets which 

date back more than 200 years, to make way for a 

new project. Local officials say wanted militants 

believed to be behind attacks on security forces 

have been using the narrow streets to escape 

arrest. Last month, a Saudi soldier was killed and 

two members of the security forces were wounded 

when an explosive device went off during a patrol 

in the same area. 

 

Saudi Shiites complain of marginalisation in the 

birthplace of Islam, which follows the rigid 

Wahhabi Sunni school that views the minority sect 

as heretical. Saudi authorities deny the 

accusations. Qatif has seen protests for more 

rights for Shiite and these have become more 

frequent since Nimr al-Nimr, a Shiite cleric 

convicted of involvement in violence, was 

executed a year ago. 

https://www.dailystar.com.lb/News/Middle-

East/2017/Jul-04/411648-saudi-arabian-soldier-killed-

three-wounded-in-explosion-state-media.ashx 

 

 

Schneider Electric appoints new Country 

President for Saudi Arabia and Yemen  

4 July 2017 

 

SCHNEIDER Electric, a global specialist in energy 

management and automation, has appointed 

Najib Abdulaziz Al-Naim as the Country President 

for its operations in Saudi Arabia and Yemen. Al-

Naim’s role as Country President would be to 

continue to drive and strengthen the company’s 

footprint in the Kingdom as a leading specialist in 

energy management and automation, as well as 

ensuring Schneider Electric’s activities and goals 

are in line with the 2030 Vision. 

 

Najib has been with Schneider Electric for the past 

6 years, as the Process Automation General 

Manager for the KSA and Bahrain. Prior to this, he 

held engineering, management and leading 

positions with various companies in the industry. 

Schneider Electric has been present in the 

Kingdom for more than 35 years now, and has a 

team of more than 1,000 employees, 4 industrial 

facilities and 4 offices spread across various cities. 

Schneider Electric is a strong supporter of the 

Saudi Vision 2030, and is considered an important 

partner for the Kingdom. — SG 

http://saudigazette.com.sa/article/501745/BUSINESS/Sc

hneider-Electric-appoints-new-Country-President-

forSaudi-Arabia-and-Yemen 

 

 

Saudi KACST to set up 600 more 

companies to provide 3,600 jobs 

4 July 2017 

 

King Abdul Aziz City for Science and Technology 

(KACST) through the Badir program is seeking to 

establish more than 600 additional companies that 

would contribute to the creation of 3,600 jobs. 

http://gulfnews.com/news/gulf/saudi-arabia/130-spike-in-saudi-women-joining-workforce-11-1-million-expats-in-private-sector-1.2052841
http://gulfnews.com/news/gulf/saudi-arabia/130-spike-in-saudi-women-joining-workforce-11-1-million-expats-in-private-sector-1.2052841
http://gulfnews.com/news/gulf/saudi-arabia/130-spike-in-saudi-women-joining-workforce-11-1-million-expats-in-private-sector-1.2052841
https://www.dailystar.com.lb/News/Middle-East/2017/Jul-04/411648-saudi-arabian-soldier-killed-three-wounded-in-explosion-state-media.ashx
https://www.dailystar.com.lb/News/Middle-East/2017/Jul-04/411648-saudi-arabian-soldier-killed-three-wounded-in-explosion-state-media.ashx
https://www.dailystar.com.lb/News/Middle-East/2017/Jul-04/411648-saudi-arabian-soldier-killed-three-wounded-in-explosion-state-media.ashx
http://saudigazette.com.sa/article/501745/BUSINESS/Schneider-Electric-appoints-new-Country-President-forSaudi-Arabia-and-Yemen
http://saudigazette.com.sa/article/501745/BUSINESS/Schneider-Electric-appoints-new-Country-President-forSaudi-Arabia-and-Yemen
http://saudigazette.com.sa/article/501745/BUSINESS/Schneider-Electric-appoints-new-Country-President-forSaudi-Arabia-and-Yemen
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Nawaf Al-Sahhaf, chief executive officer of Badir, 

said here that the program has incubated 127 

technical projects through its five incubators, 

generating a market value of SR331 million ($88.26 

million) for 34 of these projects alone. He added 

that some 786 jobs for young Saudis were created 

as a result. Also, the program is in the process of 

opening new incubators in the cities of Abha, 

Buraida, Dammam, and other cities around the 

Kingdom by 2020. 

 

KACST is seeking to promote incubators and 

accelerators, and expand activities into nine 

regions, in line with the Kingdom’s vision at the 

technical level, and help stimulate the national 

economy and development. This plan falls within 

KACST’s policy to encourage, support and 

promote the cognitive economy and 

entrepreneurship. It is a step in the government’s 

efforts to diversify economic sources by 

developing non-oil technical industries and 

promoting innovations and creations. 

 

“Saudis and Saudi companies, when properly 

empowered, can deliver extraordinary innovative 

solutions to local and regional problems. We 

foresee further innovation in solving issues in the 

fields of medicine and energy, with the use of IT 

applications to innovate solutions that further 

streamline the everyday tasks that we do,” Al-

Sahhaf said. 

http://www.zawya.com/mena/en/story/Saudi_KACST_to

_set_up_600_more_companies_to_provide_3600_jobs-

ZAWYA20170704030508/ 

 

 

Aramco, Dussur, Hyundai Heavy 

collaborate to build engines & pumps in 

KSA  

5 July 2017 

 

Saudi Aramco, Dussur – The Saudi Arabian 

Industrial Investments Company, and Hyundai 

Heavy Industries (HHI) announced a 

Memorandum of Understanding (MOU) to jointly 

collaborate on engines and pumps business 

development in the Kingdom of Saudi Arabia.  The 

MOU lays out a comprehensive engine and pump 

business cooperation framework, through the 

formation of a joint venture (JV) to manufacture 2-

stroke engines, 4-stroke engines, and marine 

pumps; including sales and aftersales services in 

the MENA region. The manufacturing facility will 

be co-located with the maritime yard in Ras Al-

Khair, at the King Salman International Complex 

for Maritime Industries and services, where it will 

develop synergies with several complementary 

ventures. 

 

The new JV will manufacture 4-stroke engines 

under HHI’s HiMSEN brand licensing, serving as a 

regional production stronghold to support the 

growing demand for electricity in the MENA 

region as well as marine applications for very large 

and small vessels. The new JV will also operate 

under a MAN-HHI sublicense for the 

manufacturing and servicing of 2-stroke engines. 

 

The parties have identified strong economic and 

strategic levers to the new JV such as the lower 

costs of production due to the advantaged supply 

of machine finished steel and iron components for 

engines and pumps from the casting & forging 

facility JV in Ras Al-Khair, fixed and variable costs 

synergies related to the integration of 2 & 4 stroke 

engines in one shop, competitive advantaged 

related to the transportation of such engines from 

other international sources, increasing demand of 

4 stroke engines either as complementary or 

backup power generation systems to support the 

growing demand for renewable power generation 

and remotely located new power plants, and the 

secured demand for engines and pumps in marine 

applications coming from the maritime yard JV, in 

addition to a number of other internal advantages 

related to the contribution of each partner to the 

deal. The engine and pump JV is expected to 

generate over 650 direct jobs, as well as indirect 

jobs through the development of the supply chain. 

The parties are preparing to engage in the 

development of detailed documentation to reach 

a final investment decision, with the expectation 

the facility will commence operation by end of 

2019. — SG 

http://saudigazette.com.sa/article/512225/BUSINESS/Ar

amco 

 

 

http://www.zawya.com/mena/en/story/Saudi_KACST_to_set_up_600_more_companies_to_provide_3600_jobs-ZAWYA20170704030508/
http://www.zawya.com/mena/en/story/Saudi_KACST_to_set_up_600_more_companies_to_provide_3600_jobs-ZAWYA20170704030508/
http://www.zawya.com/mena/en/story/Saudi_KACST_to_set_up_600_more_companies_to_provide_3600_jobs-ZAWYA20170704030508/
http://saudigazette.com.sa/article/512225/BUSINESS/Aramco
http://saudigazette.com.sa/article/512225/BUSINESS/Aramco
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Saudi Arabia Delays Energy-Subsidy Cuts 

6 July 2017 

 

Saudi Arabia, the biggest Arab economy, will 

probably delay plans to raise gasoline and other 

energy prices until later this year or early in 2018 

amid an economic slowdown, according to four 

people familiar with the matter. 

 

The government plans to raise energy prices in 

October at the soonest and most likely early next 

year, according to the people, who asked not to be 

identified because the information isn’t public. 

Energy Minister Khalid Al-Falih said in December 

that the next increase “will not be late in 2017.” A 

spokesman for the finance ministry declined to 

comment. Spokesmen at the economy and energy 

ministries were not immediately available for 

comment. 

 

The government delayed the next round of price 

increases because it wanted to ensure that an 

increase won’t slow industrial activity, two of the 

people familiar with the matter said. The 

government is still assessing how much to raise 

prices to avoid hurting the economy, they said. 

 

Saudi Arabia is trying to rein in spending and 

reduce dependence on oil after a global slump in 

crude prices. Energy-subsidy reform is a key part 

of the reform plan, along with the sale of stakes in 

state-owned entities, including the world’s biggest 

crude exporter known as Saudi Aramco. The 

kingdom raised fuel prices in December 2015 and 

announced plans for more hikes. But gross 

domestic product shrank by 0.5 percent in the first 

quarter, showing the scale of the challenges the 

government may face as it seeks to overhaul an 

economy still reliant on a struggling oil industry. 

 

Payments to low- and middle-income Saudis to 

help them adjust to the subsidy cuts and other 

austerity measures, expected to begin this month, 

have also not started. The benefits program, called 

the Citizen’s Account, will take effect before energy 

prices are raised, Al Watan newspaper reported on 

Wednesday, citing Yaser al-Zahrani, a media 

center official for the program. No date has been 

set yet, he said. 

Saudi Arabia’s energy prices are still among the 

cheapest in the world, with 91-octane gasoline at 

0.75 riyals (20 cents) per liter, up from 0.45 riyals 

per liter before the first subsidy cut. The 

government aims to link them to international 

prices, Al-Falih said in December. 

https://www.bloomberg.com/news/articles/2017-07-

06/saudis-are-said-to-delay-energy-subsidy-cuts-amid-

economic-pain 

 

 

SABIC begins commercial ops at KEMYA JV 

7 July 2017 

 

Saudi Basic Industries Corp (SABIC) on Sunday 

started commercial operations at its synthetic 

rubber ethylene-propylene-diene-monomer unit, 

as well as the thermoplastic specialty polymers 

and halo-butyl rubber units at full capacity at Al-

Jubail Petrochemical Company (KEMYA) joint 

venture plant. The financial impact of the 

commencement of operations would show on the 

company’s results in Q3-2017, the company said in 

a bourse statement. The KEMYA rubber plant 

which cost $3.4 billion is a joint venture between 

SABIC and Exxon Chemical Arabia, a subsidiary of 

Exxon Mobil. 

 

The project will supply over 400,000 metric tons of 

rubber annually, including thermoplastic polymers 

and carbon black for domestic markets, the Middle 

East and Asia, according to the statement. 

http://www.argaam.com/en/article/articledetail/id/4944

40 

 

 

Jordan exports to Saudi Arabia down by 

20% in Q1 

9 July 2017 

 

The value of Jordanian exports to north American 

countries have increased by 6.9 per cent in the first 

quarter of 2017. According to statistics issued by 

the Department of Statistics, Jordanian exports to 

non-Arab Asian countries have also risen by 24 per 

cent. Among the Asian countries is India, whose 

imports from Jordan have increased by 4.6 per 

cent. 

 

https://www.bloomberg.com/news/articles/2017-07-06/saudis-are-said-to-delay-energy-subsidy-cuts-amid-economic-pain
https://www.bloomberg.com/news/articles/2017-07-06/saudis-are-said-to-delay-energy-subsidy-cuts-amid-economic-pain
https://www.bloomberg.com/news/articles/2017-07-06/saudis-are-said-to-delay-energy-subsidy-cuts-amid-economic-pain
http://www.argaam.com/en/article/articledetail/id/494440
http://www.argaam.com/en/article/articledetail/id/494440
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On the other hand, the Kingdom's exports to the 

Greater Arab Free Trade Area (GAFTA) have 

dropped by 8 per cent. In particular, Saudi Arabia’s 

imports plummeted by 20 per cent, while the EU’s 

decreased by 10 per cent, including Italy which 

recorded a 45 per cent decline. As for Jordanian 

imports, the statistics showed that the value of 

imports from GAFTA have increased by 13 per cent 

including from the UAE, whose exports to Jordan 

have increased by 80 per cent. 

http://www.zawya.com/mena/en/story/Jordan_exports_t

o_Saudi_Arabia_down_by_20_in_Q1-

ZAWYA20170709051449/ 

 

 

Saudi Arabia to host 2020 G20 summit 

9 July 2017 

 

Saudi Arabia will host the G-20 Summit in 2020, 

said an official statement issued on Saturday at the 

end of this year’s event in Hamburg, Germany. “We 

thank Germany for hosting a successful Hamburg 

summit, and look forward to meeting again in 

Argentina in 2018, in Japan in 2019 and in Saudi 

Arabia in 2020,” AFP quoted the statement as 

saying. Under the terms of the revolving 

presidency, G-20 hosts can set the summit agenda. 

Germany this year used the opportunity to focus 

on development partnerships with Africa. 

 

The G-20 is a prestigious forum for the 

governments and central bank governors from 20 

major economies, including China, France, 

Germany, Italy, Russia, Saudi Arabia, the UK, the US 

and the EU. Among the first to congratulate Saudi 

Arabia was Germany’s ambassador to the 

Kingdom, Dieter W. Haller. 

 

“This is a true reflection of the rising stature of 

Saudi Arabia on the world stage. I applaud the 

heads of state behind this significant decision,” he 

said. “As we’ve seen with the decisions reached at 

the Hamburg summit, Saudi Arabia is a very 

important element of global governance.” 

 

The Kingdom is the only Arab country and member 

of the Organization of the Petroleum Exporting 

Countries (OPEC) in the G-20, so “this is a great 

honor not just for Saudi Arabia but for the entire 

Arab world,” Haller added. 

 

It is not just hosting the summit that is significant, 

but also the G-20 presidency, he said, adding: “It 

runs for a whole year and culminates in the final 

summit. Saudi Arabia will be in charge of setting 

the agenda and organizing the summit of this very 

important forum.” 

 

Germany is always ready to share its experience in 

hosting such an event “with our Saudi friends,” 

Haller said. The Saudi delegation at the Hamburg 

summit was led by Ibrahim Al-Assaf, minister of 

state and Cabinet member. At the summit, Saudi 

Arabia reaffirmed its stance against terrorism in all 

forms, saying it is a “crime that targeted the entire 

world” and poses “one of the most serious threats 

to world peace and security.” 

 

The Kingdom added that there is a “need to 

combat and prevent all sources and means of 

funding terrorism.” The Saudi delegation said 

terrorism does not differentiate between religions 

or ethnic groups, and the responsibility of 

combating it and extremism lies with the entire 

international community, as does the promotion 

of moderation, cooperation and coordination 

between countries. 

http://www.zawya.com/mena/en/story/Saudi_Arabia_to_

host_2020_G20_summit-ZAWYA20170709031334/ 

 

 

Asia accounted for 66% of Saudi Aramco 

crude exports in 2016 

9 July 2017 

 

Asia accounted for 66.7 percent, or around 1.87 

billion barrels per annum (bpa) of Saudi Arabian 

Oil Co.’s (Saudi Aramco) crude exports last year, 

the world's largest oil exporter said in a report. 

Saudi Aramco exported 2.8 billion barrels of crude 

oil last year. The US was the second largest 

importer of Saudi crude oil, accounting for 15.8 

percent of Aramco's exports. Northwestern Europe 

followed with 5.9 percent, and the Mediterranean 

region at 5.4 percent. The Far East controlled 32.5 

http://www.zawya.com/mena/en/story/Jordan_exports_to_Saudi_Arabia_down_by_20_in_Q1-ZAWYA20170709051449/
http://www.zawya.com/mena/en/story/Jordan_exports_to_Saudi_Arabia_down_by_20_in_Q1-ZAWYA20170709051449/
http://www.zawya.com/mena/en/story/Jordan_exports_to_Saudi_Arabia_down_by_20_in_Q1-ZAWYA20170709051449/
http://www.zawya.com/mena/en/story/Saudi_Arabia_to_host_2020_G20_summit-ZAWYA20170709031334/
http://www.zawya.com/mena/en/story/Saudi_Arabia_to_host_2020_G20_summit-ZAWYA20170709031334/
http://www.argaam.com/en/company/companyoverview/marketid/3/companyid/3509/saudi-aramco
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percent of Aramco's refined products exports, and 

31.1 percent of liquefied gas exports. 

 

Meanwhile, Saudi Aramco produced around 2 

million barrels per day of refined products from its 

wholly owned projects. Ras Tanura Refinery 

accounted for the biggest share of 550,000 barrels 

per day, while Aramco Total Refining and 

Petrochemical Co. (SATORP) and the Yanbu 

Aramco Sinopec Refining Co. (YASREF) produced 

up to 250,000 barrels per day. Saudi Aramco's 

refined petroleum products— such as diesel, fuel 

oil and gasoline—accounted for 80 percent of the 

refineries’ total output in 2016, amounting to 

532.11 million barrels.   

 

Also, most of the principal products manufactured 

in the Kingdom-based refineries recorded growth 

in 2016, compared to the previous year, with the 

exception of liquefied petroleum gas (LPG) and 

bitumen. 

http://www.argaam.com/en/article/articledetail/id/4944

16 

 

 

Bahri Logistics adds Alexandria as port call 

9 July 2017 

 

Bahri Logistics, a business unit of the National 

Shipping Company of Saudi Arabia (Bahri), has 

added Alexandria to its portfolio of ports in Egypt. 

The move will allow Bahri to offer breakbulk and 

roll-on/roll-off (ro/ro) transportation services on 

its North American itinerary – from US ports to 

Alexandria and from Alexandria to the Middle East 

and India, the company said in a statement. 

“Alexandria is our third direct port call in Egypt 

after Suez and Port Said,” Ahmed Al-Ghaith, 

president of Bahri Logistics, said in the statement. 

http://www.argaam.com/en/article/articledetail/id/494416
http://www.argaam.com/en/article/articledetail/id/494416
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“This will also result in enhanced transit times and 

better service coverage,” he added. 

 

Alexandria will be serviced by Bahri Logistics’ fleet 

of multi-purpose vessels on a regular liner 

schedule – four of which connect the US to Saudi 

Arabia and major ports in the Gulf, the Indian 

subcontinent and the Mediterranean. The other 

two connect Europe to Saudi Arabia, key Gulf ports 

and the Mediterranean, the statement said.  

http://www.argaam.com/en/article/articledetail/id/4943

72 

 

 

UK arms sales to Saudi Arabia ruled lawful 

 10 July 2017 

 

UK government arms sales to Saudi Arabia are 

lawful, the High Court has ruled, after seeing secret 

evidence. The court rejected campaigners' claims 

ministers were acting illegally by not suspending 

weapon sales to the kingdom, which is fighting a 

war in Yemen. The UN claims strikes on Houthi 

rebels caused thousands of civilian deaths. The 

government said defence exports would continue 

to be reviewed but the Campaign Against the 

Arms Trade said an appeal against the ruling was 

planned. The group had claimed the UK has 

contravened humanitarian law, and it attacked the 

refusal of the Secretary of State for International 

Trade to suspend export licenses for the sale or 

transfer of arms and military equipment. Lord 

Justice Burnett and Mr Justice Haddon-Cave, 

sitting in London, said the decision to carry on the 

arms trade was not unlawful. 

 

The judges said "closed material", which had not 

been made public for national security reasons, 

"provides valuable additional support for the 

conclusion that the decisions taken by the 

secretary of state not to suspend or cancel arms 

sales to Saudi Arabia were rational". Equipment 

sold to Saudi Arabia includes Typhoon and 

Tornado fighter jets, as well as precision-guided 

bombs. The sales contribute to thousands of 

engineering jobs in the UK, and have provided 

billions of pounds of revenue for the British arms 

trade. Saudi Arabia has been supporting Yemen's 

internationally-recognized government after a civil 

war broke out in 2015. 

 

The government said UK defense exports would 

continue to be "under careful review" to ensure 

they meet the standards of the Consolidated EU 

and National Arms Export Licensing Criteria. "We 

welcome this judgment, which underscores the 

fact that the UK operates one of the most robust 

export control regimes in the world," a 

spokesperson said. 

http://www.bbc.com/news/uk-40553741 

 

 

Aramco to spend $300b as CEO frets about 

world oil supply 

10 July 2017 

 

Saudi Aramco, which plans what could be the 

world’s biggest initial public offering, will invest 

more than $300 billion over the next decade to 

maintain its spare oil-production capacity and 

explore for more natural gas, President and Chief 

Executive Officer Amin Nasser said. 

 

The outlook for oil supplies is “increasingly 

worrying,” with about $1 trillion in investments lost 

during the current industry downturn and fewer 

new deposits being discovered, Nasser said at a 

conference in Istanbul. Some estimates suggest 

that at least 20 million barrels a day of new output 

is needed over the next five years to offset rising 

oil demand and the natural decline of developed 

fields, he said. 

 

“There seems to be a growing belief that the world 

can prematurely disengage from proven and 

reliable energy sources like oil and gas, on the 

mistaken assumption that alternatives will be 

rapidly deployed,” Nasser said. The petroleum 

industry will be at the heart of global energy for 

years, and the transition to use of alternatives will 

be “long and complex,’ he said. 

 

The state-run company known formally as Saudi 

Arabian Oil Co., the world’s biggest oil exporter, 

boosted production to an annual record last year 

before the kingdom led the Organisation of 

Petroleum Exporting Countries and other global 

http://www.argaam.com/en/article/articledetail/id/494372
http://www.argaam.com/en/article/articledetail/id/494372
http://www.bbc.com/news/uk-40553741
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producers to curb output to counter a global glut. 

Aramco is also at the heart of the nation’s long-

term strategy to wean its economy off oil. The 

government plans to sell about 5 per cent of the 

company in 2018 in what could be a record IPO. 

 

“Financial investors are shying away from making 

much needed large investments in oil exploration, 

long-term development, and the related 

infrastructure,” Nasser said, putting part of the 

blame on what he said were “misleading 

arguments about peak oil demand and stranded 

resources.” The volume of conventional oil 

discovered around the world over the past four 

years, for example, is down more than 50 per cent 

from the previous four years, he said. “Investments 

in smaller increments such as shale oil will just not 

cut it. Yet without those higher investment levels, 

the energy transition — and therefore energy 

security — may be fatally compromised.” 

 

Aramco plans to spend $300 billion on projects 

over the next 10 years to maintain its spare oil 

production capacity, the biggest by far in Opec, 

and boost exploration and production of 

conventional and unconventional gas, Nasser said. 

“Three hundred billion dollars over 10 years is a 

strong statement for Saudi Aramco, especially 

against the backdrop of the current oil 

environment which has strained the Saudi 

budget,” said Will Hares, an energy analyst at 

Bloomberg Intelligence in London. “This may form 

a response to its concerns of a long-term supply 

deficit resulting from under-investment in the 

industry since 2014.” 

 

Aramco plans to double its production of gas 

resources to 23 billion cubic feet a day over the 

coming decade, Nasser said. The forecast increase 

will raise the share of gas in the kingdom’s utilities 

to about 70 per cent, the “highest of any G20 

nation,” he said. Saudi Arabia is also committed to 

developing solar energy and other renewable 

sources, and the economic restructuring strategy 

foresees the nation’s becoming “nothing less than 

a solar powerhouse,” he said. 

http://gulfnews.com/business/companies/aramco-to-

spend-300b-as-ceo-frets-about-world-oil-supply-

1.2056185 

Petro Rabigh says no updates on capital 

hike  

10 July 2017 

 

Rabigh Refining and Petrochemical Co. (Petro 

Rabigh) said on Monday that there are currently 

no updates regarding the board’s 

recommendation to increase capital through a 

rights issue. Further details will be disclosed in due 

course, the company said in a statement to 

Tadawul. Petro Rabigh, a 50-50 joint venture 

between Saudi Aramco and Japan’s Sumitomo 

Chemicals, named HSBC Saudi Arabia Limited in 

December as financial advisor to manage its rights 

issue.The company’s board of directors had 

recommended a capital increase through a rights 

issue in April 2015, Argaam earlier reported. Petro 

Rabigh previously said the capital increase would 

be SAR 7.04 billion, but revised it to SAR 9.26 

billion, aiming to cover the cost of the Rabigh 

Project (Phase II). 

http://www.argaam.com/en/article/articledetail/id/4946

45 

 

 

Maaden begins trial ops at Waad Al-

Shamal project  

10 July 2017 

 

The Saudi Arabian Mining Company (Maaden) 

started on July 8 trial operations at Maaden Waad 

Al-Shamal Phosphate Co. (MWSPC). MWSPC’s 

phosphate output will be gradually ramped up to 

reach the target capacity of 3 million tons of 

phosphate fertilizers, Maaden said in a statement 

to the Saudi bourse. The mining firm added that 

the project’s financial impact will show on its 

financial results after the beginning of commercial 

operations. The phosphate project is a joint 

venture between Maaden, which owns a 60 

percent stake in the company, US-based Mosaic 

(25 percent), and the Saudi Basic Industries Corp 

(SABIC) (15 percent). 

http://www.argaam.com/en/article/articledetail/id/4946

39 

 

 

http://gulfnews.com/business/companies/aramco-to-spend-300b-as-ceo-frets-about-world-oil-supply-1.2056185
http://gulfnews.com/business/companies/aramco-to-spend-300b-as-ceo-frets-about-world-oil-supply-1.2056185
http://gulfnews.com/business/companies/aramco-to-spend-300b-as-ceo-frets-about-world-oil-supply-1.2056185
http://www.argaam.com/en/article/articledetail/id/494645
http://www.argaam.com/en/article/articledetail/id/494645
http://www.argaam.com/en/article/articledetail/id/494639
http://www.argaam.com/en/article/articledetail/id/494639
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Morgan Stanley names Alajaji as Saudi 

CEO  

10 July 2017 

 

Morgan Stanley has appointed Abdulaziz Alajaji as 

chief executive officer of its operations in Saudi 

Arabia, effective immediately, the bank said in a 

statement on Monday. 

  

Alajaji, a Saudi national, had earlier served as the 

head of corporate banking at JP Morgan Saudi 

Arabia. He has over 15 years of experience in the 

Kingdom’s banking sector.  

http://www.argaam.com/en/article/articledetail/id/4945

78 

 

 

Oil pact monitors won't discuss further 

cuts at July meeting: report 

10 July 2017 

 

A ministerial committee monitoring the OPEC-led 

pact on cutting oil production will not discuss 

further cuts at its regular meeting on July 24, 

Reuters has reported, citing statements of 

Mohammad Barkindo, OPEC's secretary-general, 

published by Russia's Interfax news agency. “Such 

discussions would be premature”, Barkindo said 

while speaking to journalists in Istanbul before the 

World Petroleum Congress. The Organization of 

the Petroleum Exporting Countries and its allies, 

including Russia, agreed to cut output by about 1.8 

million barrels per day (bpd) from January 2017 

until the end of March 2018 to help prop up prices. 

Energy ministers from Saudi Arabia, Russia and 

several other key producers have previously said 

there was no need for immediate extra measures 

to support oil prices. Oil prices have fallen since 

May, as production from the United States and 

other producers not bound by the pact has risen. 

http://www.argaam.com/en/article/articledetail/id/4945

52 

 

 

 

 

 

670,000 expats to leave Saudi Arabia in 3 

years  

11 July 2017 

 

About 670,000 foreign workers are expected to 

leave Saudi Arabia by 2020, a report prepared by 

Banque Saudi Fransi revealed. According to the 

report, 165,000 expats are expected to leave the 

country every year, the Saudi newspaper Mecca 

reported on its website. In addition, it said that the 

new fees imposed on the companions of the 

workers would add about $20 billion to the budget 

over the next three years.  

 

There are approximately 11.7 million foreigners in 

Saudi Arabia; 7.4 million work and the remaining 

4.3 million are companions. They make up 

approximately 1.1 families. Authorities began 

collecting fees from companions on July 1 at the 

time of the renewal of their ID cards. Companions 

now pay 100 riyals a month ($26.66), due to 

become 400 riyals ($106.66) a month by 2020. 

 

The kingdom has launched an economic plan to 

reduce its dependence on oil and diversify its 

economy. Vision 2030 has seen the country 

impose taxes, including value added taxes to 

goods, increase fees and charges and setup new 

industries including arms manufacturing. 

https://www.middleeastmonitor.com/20170711-report-

670000-expats-to-leave-saudi-arabia-in-3-years/ 

 

 

Saudi Arabia executes four people 

convicted of terrorism in Qatif 

11 July 2017 

 

Saudi Arabia executed four people convinced of 

terrorism in Qatif in the eastern part of the 

kingdom, state television said on Tuesday quoting 

a statement by the Interior Ministry. The oil 

producing region is where many of the country's 

Shi'ite Muslim minority live.  

http://www.reuters.com/article/us-saudi-security-

execution-idUSKBN19W1V1 

 

 

http://www.argaam.com/en/article/articledetail/id/494578
http://www.argaam.com/en/article/articledetail/id/494578
http://www.argaam.com/en/article/articledetail/id/494552
http://www.argaam.com/en/article/articledetail/id/494552
https://www.middleeastmonitor.com/20170711-report-670000-expats-to-leave-saudi-arabia-in-3-years/
https://www.middleeastmonitor.com/20170711-report-670000-expats-to-leave-saudi-arabia-in-3-years/
http://www.reuters.com/article/us-saudi-security-execution-idUSKBN19W1V1
http://www.reuters.com/article/us-saudi-security-execution-idUSKBN19W1V1
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UK contractor Carillion pulls out of Saudi 

Arabia, Egypt and Qatar 

11 July 2017 

 

The chief executive of Carillion has stepped down 

as the Middle East construction slowdown hit 

home for one of Britain’s biggest builders. The 

contractor said it would pull out of Saudi Arabia, 

Egypt and Qatar as the weak oil price slows 

construction spending across the Middle East. The 

stock plunged as it warned on full-year profits and 

took a provision of £845 million ($1.1 billion). 

Philip Green, Carillion non-executive chairman, 

said: “We are undertaking a thorough review of the 

business and the capital structure, and the options 

available to optimize value for the benefit of 

shareholders.” Carillion said that Chief Executive 

Richard Howson would step down and Non-

Executive Director Keith Cochrane would become 

interim chief executive. 

 

Carillion is one of the Middle East’s biggest 

construction and support services companies, 

having worked on projects such as the Dubai Canal 

and Oman’s Royal Opera House. But like other 

international construction groups that have either 

sold or reduced their regional businesses, it has 

suffered from a construction spending slowdown 

that has accompanied two years of falling oil 

prices. 

 

The contractor did not say how many jobs would 

be lost following its withdrawal from three major 

Middle East construction markets. Carillion said on 

Monday that it would need to take immediate 

action to accelerate the reduction in average net 

borrowing while generating significant cashflow in 

the short term. As part of that process, it said it had 

raised £12.8 million from the disposal of half of the 

economic interest in its Oman unit, Carillion Alawi.  

Analysts at investment banking firm Jeffries said 

they expected the contractor to raise cash later in 

the year. Carillion said it would only undertake 

future construction work on “a highly selective 

basis” and via lower-risk procurement routes.” 

 

Carillion reported total contract provisions of £845 

million at the end of last month — of which £375 

million relates to the UK and £470 million to 

overseas markets, the majority of which relates to 

exiting markets in the Middle East and Canada.  

 

Carillion expects to raise a further £125 million 

over the next 12 months from exiting non-core 

businesses. It said it would also suspend dividends 

this year, resulting in cash saving of about £80 

million. The company said it would also withdraw 

from public-private partnerships in the 

construction sector. 

http://www.arabnews.com/node/1127406/business-

economy 

 

 

Saudi Arabia approves launching an 

‘Industrial Energy City’ in the Eastern 

Province 

11 July 2017 

 

The Saudi Council of Ministers approved the 

taking of necessary measures to establish an 

industrial city in the Eastern Region called “the 

Industrial Energy City”, in addition to allocating of 

50 square kilometers of the reserved lands of 

Aramco in the eastern region, to establish the city. 

The Council of Ministers also approved Saudi 

Aramco's offer to establish a company to manage 

the development of the infrastructure of the 

Industrial Energy City, the fixed assets as it is the 

development company, Aramco also establishes a 

company to operate, manage and maintain that 

city, which is the operations company. 

Subsequently, all fixed assets to be developed in 

the city will be transferred to the development 

company after its establishment. 

http://english.alarabiya.net/en/business/economy/2017/

07/11/Saudi-Arabia-approves-launching-an-Industrial-

Energy-City-in-the-Eastern-Province.html 

 

 

Saudi Arabia invites Turkish investors for 

2030 Vision 

11 July 2017 

 

The Kingdom of Saudi Arabia wants to see Turkish 

investors in the context of its 2030 vision to 

become a global investment powerhouse, the 

Kingdom's Ambassador to Ankara, Walid Bin 

Abdul Karim Al Kharaj, said Tuesday. Speaking at 

http://www.arabnews.com/node/1127406/business-economy
http://www.arabnews.com/node/1127406/business-economy
http://english.alarabiya.net/en/business/economy/2017/07/11/Saudi-Arabia-approves-launching-an-Industrial-Energy-City-in-the-Eastern-Province.html
http://english.alarabiya.net/en/business/economy/2017/07/11/Saudi-Arabia-approves-launching-an-Industrial-Energy-City-in-the-Eastern-Province.html
http://english.alarabiya.net/en/business/economy/2017/07/11/Saudi-Arabia-approves-launching-an-Industrial-Energy-City-in-the-Eastern-Province.html
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the special session of the 22nd World Petroleum 

Congress, of which the Anadolu Agency is the 

global communication sponsor, Al Kharaj said the 

Kingdom strongly supports the 2030 Vision. Saudi 

Arabia’s 2030 vision lays out a blueprint for the 

kingdom's long-term goals and expectations 

reflecting its strengths and capabilities. Some of 

the principles target the kingdom becoming a 

"global investment powerhouse" and aim to 

transform the country's unique strategic location 

into a global hub connecting three continents, 

Asia, Europe and Africa. 

 

Saudi Arabia has been employing 13 national 

transformative programs to be able to achieve this 

vision, which includes forming strategic 

partnerships, strengthening the private and public 

sector and restructuring the country’s public 

investment funds. Saudi Arabia's General 

Investment Authority Head Ayidth Al-Otaibi 

explained that they are seeking around $30 billion 

in investment per year to be able to achieve the 

vision. "We will try to avail of all opportunities we 

can. We look forward to seeing Turkish investors in 

Saudi Arabia," he affirmed. 

 

He added that renewable energy, mining, 

chemicals, the retail, tourism and health care 

services would be among the main sectors that 

they will focus on as part of their 2030 Vision. 

http://www.yenisafak.com/en/economy/saudi-arabia-

invites-turkish-investors-for-2030-vision-2753582 

 

 

Saudi Arabia invites bids for rail projects 

11 July 2017 

 

Al-Riyadh newspaper reports that the Saudi Public 

Transit Authority has invited international 

companies to express interest in public-private 

partnerships for the provision of passenger and 

cargo railway services.  Projects include the 

Riyadh-Dammam and Northern lines, as well as a 

land bridge that will link the kingdom's Gulf and 

Red Sea ports. 

https://www.zawya.com/mena/en/story/Saudi_Arabia_in

vites_bids_for_rail_projects-ZAWYA20170711092445/ 

 

 

What the Qatar Crisis Means for Middle 

East Equities in July 

11 July 2017 

The oil-rich (USO) (UCO) economy of Saudi Arabia 

(KSA) saw its growth contract in 1Q17, primarily 

due to its capped oil production agreement with 

OPEC (Organization of the Petroleum Exporting 

Countries), which was meant to balance supply-

demand dynamics on the global (ACWI) market. 

Saudi Arabia’s GDP fell 0.5% YoY (year-over-year) 

in 1Q17, compared with its 2.1% growth in the 

previous quarter. 

Saudi Arabia’s 1Q17 performance 

In 1Q17, Saudi Arabia recorded its first contraction 

since 2009, as reduced oil output dragged down 

the following activities: 

 Mining and quarrying fell 2.3% in 1Q17, 

compared with 3.8% in 4Q16 

 Growth in electricity, gas, and water fell 

1.6% from its growth of 5.8% in 4Q16. 

 Construction activity fell 3.2% from the 

previous quarter. 

 Manufacturing activity saw a slower 

growth of 2.3%, compared with 3.1% 

in 4Q16. 

 Transport grew only 1%, compared with 

4.4% in 4Q16. 

 Services sectors including finance, 

insurance, and real estate rose slightly at 

1.1%, compared with 3.8% in 4Q16. 

By contrast, total output rose for Saudi Arabia’s 

wholesale and retail trade at 0.3%, compared with 

a decline of 2% in 4Q16. 

Saudi Arabia’s oil reliance 

Saudi Arabia held about 18% of the world’s proven 

petroleum reserves in 2016, and it’s the largest 

exporter of petroleum globally. The reduced 

production agreement by OPEC members thus 

impacted the economic output in Saudi Arabia in 

1Q17 and is likely to continue through 1Q18. Saudi 

Arabia’s crude oil production dropped in 1Q17 by 

~7%, reaching only 29,659 barrels per day, 

compared with 31,810 barrels per day 4Q16. 

http://www.yenisafak.com/en/economy/saudi-arabia-invites-turkish-investors-for-2030-vision-2753582
http://www.yenisafak.com/en/economy/saudi-arabia-invites-turkish-investors-for-2030-vision-2753582
https://www.zawya.com/mena/en/story/Saudi_Arabia_invites_bids_for_rail_projects-ZAWYA20170711092445/
https://www.zawya.com/mena/en/story/Saudi_Arabia_invites_bids_for_rail_projects-ZAWYA20170711092445/
http://marketrealist.com/quote-page/uso/
http://marketrealist.com/quote-page/uco/
http://marketrealist.com/quote-page/ksa/
http://marketrealist.com/quote-page/acwi/
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Meanwhile, the rise of shale production (XLE) (PXI) 

in the US (SPY) and the lack of trust among GCC 

(Gulf Cooperation Council) nations to limit 

production are expected to affect oil (USO) (UCO) 

prices and revenues for Middle East economies 

(GULF) in 2017. 

Diversification 

The Saudi Arabian government has begun to make 

significant reforms to move away from its reliance 

on oil, but its non-oil sector has continued to grow 

at slower pace in 2017. Recently, the non-oil 

private sector PMI (purchasing managers’ index) in 

Saudi Arabia dropped to an eight-month low of 

54.3 in June 2017. 

http://marketrealist.com/2017/07/what-the-qatar-crisis-

means-for-middle-east-equities-in-july/ 

 

 

 

 

Exports ‘unfeasible’ even if tariffs cut by 

70%, says Riyad Cement CEO 

11 July 2017 

 

Saudi Arabia's decision to slash cement export 

tariffs by 50 percent is still “unfeasible”, as 

companies will not be able to pay these high 

charges and export their products, Shuail Al-Ayed, 

chief executive of Riyadh Cement Co., told Argaam 

on Tuesday. Exports will not be feasible for cement 

producers, even if charges are reduced by 70 

percent. “If such fees are not fully removed, we’ll 

continue to urge for their abolition,” Al-Ayed 

added. Some cement firms have taken measures 

to reduce their output amid higher stock. Al-Ayed 

added that Riyadh’s inventory reached 1.5 million 

tons of clinker while its annual production stands 

at 3.5 million. Therefore, the company halved its 

output to 1.7 million tons annually. Output cut is 

the only available option, which will raise the cost 

of sales, Al-Ayed said, adding he expected more 

pressures and layoffs in cement firms.  

http://www.argaam.com/en/article/articledetail/id/4948

10 

http://marketrealist.com/quote-page/xle/
http://marketrealist.com/quote-page/pxi/
http://marketrealist.com/quote-page/spy/
http://marketrealist.com/quote-page/uso/
http://marketrealist.com/quote-page/uco/
http://marketrealist.com/quote-page/gulf/
http://marketrealist.com/2017/07/what-the-qatar-crisis-means-for-middle-east-equities-in-july/
http://marketrealist.com/2017/07/what-the-qatar-crisis-means-for-middle-east-equities-in-july/
http://www.argaam.com/en/article/articledetail/id/494810
http://www.argaam.com/en/article/articledetail/id/494810
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Saudi water ministry to privatize three 

sanitation projects 

11 July 2017 

 

Saudi Arabia’s Ministry of Environment, Water and 

Agriculture has launched the privatization of the 

sanitation sector through three new projects, 

Mohammed Bin Ahmed Al-Muwakkili, deputy 

minister for water services and chief executive of 

the National Water Co., said in a statement. The 

projects include the sanitation stations of Jeddah 

Airport II, Western Dammam, and the network of 

Turaif, Arar, and Sakakah, he said. The ministry has 

signed an agreement with an international 

consortium specialized in tender documents of 

sanitation treatment plants. The consortium is led 

by Japan’s Mizuho Bank and includes international 

law firm White & Case LLP and global technical 

consultant Atkins. The ministry will first launch the 

sewage treatment plant (STP) of Jeddah Airport II, 

with a designed capacity of up to 500,000 cubic 

meters, Al-Muwakkili said.  

http://www.argaam.com/en/article/articledetail/id/4948

29 

 

 

Zain Saudi in talks for $500 mln tower sale: 

report 

11 July 2017 

 

Mobile Telecommunications Co. Saudi Arabia 

(Zain Saudi) is close to finalizing the sale of about 

7,500 mobile phone towers to Lebanon’s TASC 

Towers, Bloomberg reported Monday, citing 

unnamed sources with knowledge of the matter. 

The value of the deal, which is expected to be 

closed by year-end, could reach nearly $500 

million. TASC, which buys and leases mobile 

towers in the Middle East and Asia, has 

approached banks to secure financing for the 

deal.   

 

“Zain remains interested in such a transaction and 

discussions are still in progress with TASC 

SAL,” Zain Saudi’s chief executive, Peter 

Kaliaropoulos, said in an emailed statement.  There 

are no material developments at this stage, 

Kaliaropoulos  said, adding that talks are still 

ongoing and there is no certainty that these will 

lead to a transaction. In December, the Kingdom’s 

third largest mobile operator said it was exploring 

the sale of its passive tower infrastructure to a 

consortium comprising of TASC SAL and the 

Arabian Company for Water and Power 

Development (ACWA Holding).  

http://www.argaam.com/en/article/articledetail/id/4948
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Saudi Aramco spent $9.2 bln on locally-

made products in 2016 

11 July 2017 

 

Saudi Arabian Oil Co. (Saudi Aramco) has spent 

SAR 9.2 billion on locally-manufactured product 

purchases, up by $800 million year-on-year (YoY) 

in 2016, according to the company’s annual report 

for 2016. The world’s largest crude exporter is 

seeking to increase the percentage of locally-

manufactured energy-related goods and services 

to 70 percent by 2021 through the In-Kingdom 

Total Value Add (IKTVA) program. The local 

content development has reached an advanced 

stage in 2016. IKTVA would also help the Saudi 

company raise the export of Saudi-made energy 

goods and services to 25-30 percent. 

http://www.argaam.com/en/article/articledetail/id/4947

88 

 

 

Saudi Steel Pipe wins SAR 245 mln 

contract from Saudi Aramco  

11 July 2017 

 

Saudi Steel Pipe Co. (SSP) landed a contract worth 

over SAR 245 million to supply Saudi Arabian Oil 

Co. (Saudi Aramco) with steel casing pipes, the 

company said in a statement to Tadawul on 

Tuesday. The contract will begin in Q4 2017 and its 

financial impact will show in the first three quarters 

of 2018, it added.  The new award is the pipe 

manufacturer’s second project with the state-run 

oil giant this year, after winning a SAR 97 million 

contract in May this year, according to Argaam 

data.  

http://www.argaam.com/en/article/articledetail/id/4947
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Saudi Aramco's Manifa oilfield production 

hit by technical issue: report 

11 July 2017 

 

Output from Saudi Aramco's massive Manifa 

oilfield has been hit by a technical problem, the 

International Oil Daily reported on Tuesday, citing 

unnamed sources. Manifa is one of state-run 

Aramco's biggest oilfields and latest expansions, 

with a production capacity of 900,000 barrels per 

day. Aramco brought the field online in two 

phases. The industry publication reported that it 

was unclear how much production was removed as 

a result of corrosion of the water injection system 

used to maintain pressure in the reservoir. It 

added, quoting sources, that the losses were likely 

to be in the "millions of dollars". Saudi Aramco did 

not immediately respond to an emailed request for 

comment. The offshore oilfield - made of rigs on 

manmade islands linked by 41 km (25 miles) of 

causeways and bridges over the Gulf - was 

discovered in the 1950s. 

 

"Corrosion control in the water injection system is 

not a technical challenge but it can be expensive 

to repair the water injection lines. They will 

probably have to shut down the field for 

maintenance," said Sadad al-Husseini, a former 

executive vice president at Saudi Aramco. "It may 

have an impact on maximum sustainable capacity 

but will not affect Aramco's share of exports," said 

Husseini, now an energy consultant. 

http://www.reuters.com/article/us-manifa-aramco-cut-

idUSKBN19W1R4 

 

 

UAE, Saudi Arabia, Bahrain and Egypt issue 

joint statement on Qatar 

11 July 2017 

 

The United Arab Emirates, Kingdom of Saudi 

Arabia, Kingdom of Bahrain and Arab Republic of 

Egypt on Tuesday issued the following statement. 

"The four nations value the efforts being made by 

the United States, US, to counter terrorism and dry 

up sources of terror finance as well as the full-

fledged robust partnership demonstrated in the 

Islamic-US Summit, which formed an international 

decisive position against extremism and terrorism, 

regardless of their sources and origin. 

 

While the four nations believe that the 

Memorandum of Understanding on Combating 

the Financing of Terrorism between the US and the 

Qatari authorities came as a result of repeated 

pressures and demands over the past years by the 

four nations and partners to Qatar to stop 

supporting terrorism, they emphasise that such a 

step is not enough and they will closely monitor 

the seriousness of Qatar in combating all forms of 

funding, supporting and fostering of terrorism. 

 

The quartet affirms that the measures they have 

taken were motivated by the continuous and 

diversified activities of the Qatari authorities in 

supporting, funding and harbouring terrorism and 

terrorists, as well as promoting hateful and 

extremist rhetoric and interfering in the internal 

affairs of states. Qatar should completely and 

finally stop these activities and implement the list 

of 13 fair and legitimate demands, in addition to 

any demands that the four nations may later 

announce, after the world knows about the 

insincerity of the Qatari authorities. 

 

The Qatari authorities have consistently negated 

all their agreements and commitments, including 

the Riyadh Agreement in 2013, which triggered the 

withdrawal of ambassadors from Doha. The 

ambassadors were only returned after Qatar 

signed the supplementary agreement in 2014. 

However, Doha has continued to meddle in the 

internal affairs of states, and has incited, colluded 

and harboured terrorists, funded terror 

operations, and spread messages of hatred and 

extremism. 

 

Consequently, the four nations cannot trust any 

commitments made by Qatar because of its 

existing policies, and will introduce strict 

monitoring mechanisms to ensure its sincerity to 

return to the rightful course. 

 

The four nations also affirm that the said measures 

will remain in place until the Qatari authorities 

commit themselves to fully implement these fair 

http://www.reuters.com/article/us-manifa-aramco-cut-idUSKBN19W1R4
http://www.reuters.com/article/us-manifa-aramco-cut-idUSKBN19W1R4
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demands, which seek to counter terrorism and 

realise stability and security in the region.'' 

http://wam.ae/en/details/1395302622444 

 

 

Follow the External (Balance of Payments) 

Breakevens of the Oil Exporters 

11 July 2017 

 

The global impact of oil’s fall from $100 plus to 

under $50 a barrel has not gotten as much 

attention as I think it deserves. For most oil 

exporters, it has been a profound shock—one that 

forced such a massive contraction in imports that 

it pulled down global trade (far more than the 

trade remedies that tend to dominate the ‘trade” 

news). A few countries adjusted quickly and 

relatively efficiently (Russia), though not painlessly. 

A few have struggled to adapt—notably, because 

of its large external debt, poor policies, and 

growing political crisis, Venezuela. And some 

important countries have been able to draw down 

on large buffer stocks to delay adjusting to the 

new market reality. Most significantly, Saudi 

Arabia.   The different response of various oil 

exporting economies to changes in the global oil 

price is the subject of my latest CFR discussion 

paper, coauthored with Cole Frank (there is also a 

companion infographic). 

The United States is a player in this drama. The 

ability of the U.S. oil and gas industry to pull 

globally significant quantities of oil and gas out of 

“tight” reservoirs—first at a price in the 70s, and 

now apparently at a price in the 40s—radically 

transformed oil pricing. U.S. production costs are 

still well above the average cost of producing oil in 

Russia’s traditional West Siberian fields, let alone 

the cost in Saudi Arabia. But the ability of the U.S. 

to produce large quantities—and to ramp 

production up and down fairly quickly in response 

to changes in the price—made it more difficult for 

the Saudis to keep global prices up by limiting 

their own production. U.S. tight oil is a fairly elastic 

source of supply, and it is now clear that it can be 

produced on sufficient scale to help set the global 

cost curve. 

 

But the United States is still a net importer of oil 

(despite the hype around crude oil exports that 

optimize the use of U.S. refining capacity). The U.S. 

is both a huge producer—and a huge consumer. 

Unlike the main oil-exporting economies, it both 

wins (on the consuming side) and loses (on the 

producing side) from changes in the price of oil. 

For the net oil exporters, a fall in the price of oil, 

directionally, is nothing but trouble. Exports drop. 

And if the country’s currency doesn’t drop with oil, 

so too will budget revenues from the production 

http://wam.ae/en/details/1395302622444
https://www.cfr.org/report/using-external-breakeven-prices-track-vulnerabilities-oil-exporting-countries
https://www.cfr.org/report/using-external-breakeven-prices-track-vulnerabilities-oil-exporting-countries
https://www.cfr.org/report/tracking-oil-exporters-external-breakeven-prices
https://www.ft.com/content/852623aa-61f0-11e7-91a7-502f7ee26895
https://www.ft.com/content/852623aa-61f0-11e7-91a7-502f7ee26895
http://voxeu.org/article/missing-stimulus-2014-16-us-oil-price-decline
http://voxeu.org/article/missing-stimulus-2014-16-us-oil-price-decline
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and export of oil. Many analysts—including most 

IMF country teams—focus on the budget impact 

of changes in the oil price for oil-exporting 

economies. In a new working paper, Cole Frank 

and I try to make the case for using oil-exporters’ 

external breakeven price—the oil price that covers 

a country’s imports and brings the current account 

into balance—to track how individual oil-

exporting economies, and the oil-exporters as a 

group, are responding to oil price swings. 

 

The fiscal breakeven is something that everyone 

seems to understand. Yet calculating it for an 

individual country at a single point in time often 

turns out to be quite difficult. How much revenue 

does a country actually get from oil? It isn’t always 

clear, especially if the revenue comes from a tax on 

corporate profits rather than a royalty on 

production or exports. How should the cost of 

holding domestic oil and gas prices below global 

prices be reflected in the budget? What exchange 

rate is assumed for the conversion of oil export 

proceeds back into local currency? How much 

spending is being done off-budget, financed 

either directly by the state oil company or 

indirectly through funds that the state or state 

firms make available through the banking system? 

Getting a point estimate for a single country’s 

budget breakeven is hard, let alone a robust time 

series. 

 

But I like time series and I like cross-country 

comparisons. 

The external breakeven isn’t as intuitive to many 

people, though it seems fairly straightforward to 

me—it is the oil price that covers a country’s 

import bill*. 

 

Ok, technically, it is the oil price that balances the 

current account, so oil exports need to equal the 

non-oil current account deficit—meaning 

remittances, dividend payments, interest income, 

and non-oil exports all enter in. But basically, it is 

the oil price that covers a country’s imports so it 

doesn’t have to borrow from the world (or sell off 

shares in its state oil company) to cover its import 

bill. It can be calculated easily for many countries 

so long as you know a country’s net oil exports (BP 

fortunately does all the hard work there, in its great 

statistical review of world energy), the global oil 

price, and a country’s current account balance (the 

IMF does the hard work there). The inputs are the 

same across countries and across time. 

 

That means it is possible to compare the oil 

exporters’ global breakeven curve in say, 2013 with 

the curve in 2016. 

 

Notice the difference? 

And since oil exports and current accounts can be 

summed up across countries, it is also possible to 

compare an individual country’s breakeven with 

http://www.bp.com/en/global/corporate/energy-economics/statistical-review-of-world-energy.html
https://www.imf.org/external/pubs/ft/weo/2017/01/weodata/index.aspx
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the composite breakeven for all oil-exporting 

economies (note: we include gas, as a result of its 

gas and product imports, Mexico no longer counts 

as a net oil exporter). Look at the breakeven for 

Russia and Saudi Arabia relative to the global 

breakeven, for example: 

 

The Saudis were once a model of prudence. And 

the Russians a model of profligacy. But Russia’s 

willingness to allow its exchange rate to float 

(down) and to allow inflation to erode the real 

purchasing power of Russian consumers helped it 

adjust quickly. Plus Russia has a somewhat bigger 

and more diverse economy than the typical petro-

state or petro-kingdom. 

 

Conversely, Saudi Arabia’s commitment to the 

dollar peg has taken away depreciation along with 

the price of oil as a mechanism of both balance of 

payments and fiscal adjustment (the dollar, and 

thus the Saudi riyal, rose in 2014 even as oil fell). 

The Saudis did belatedly ratchet down spending 

and imports in 2016: cutting off-budget 

investment projects, delaying vendor payments, 

and cutting spending on government salaries. But 

with the reversal of some spending cuts this year, 

the durability of that adjustment isn’t yet clear. 

 

One other thing: the external breakeven isn’t 

necessarily the “breakeven” for a country’s foreign 

reserves. The external breakeven is the oil price 

that covers imports, not the oil price that covers 

imports and domestic capital flight. And funds 

have been leaving Saudi Arabia. In 2016, the Saudi 

current account deficit was $27.5 billion, and 

reserve draw was around $80 billion. 

 

The Russians by contrast were able to maintain a 

current account surplus even with oil averaging 

roughly $45 a barrel last year. Their 2016 external 

breakeven was just under $40. 

 

One finding of the paper is that the oil exporters 

aren’t really a homogenous group, especially if 

Russia, Saudi Arabia, and Iran (a unique case due 

to U.S. and EU sanctions) are left out of the mix. In 
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many ways the smaller exporters sort fairly 

naturally into a group that has—through prudent 

policies, often facilitated by a very small 

population relative to their oil production—kept 

its external breakeven price at about $50 a barrel 

throughout the boom years. That group is 

anchored by Norway and the small, rich GCC 

countries. And then there is a group that more or 

less needed $100 oil back in 2014, and generally 

speaking also lacked a large buffer of external 

assets. They were forced to adjust quickly to lower 

oil prices—whether through the budget or a 

weaker currency. Most Latin American and African 

oil-exporters fall into this category. 

 

Take a look at the interactive that accompanies the 

paper. It lets you graph the historical break-evens 

of the 26 largest net exporters of oil and gas. 

 

A fall in the breakeven more or less means a fall in 

spending on imports, so the oil exporters’ 

adjustment was a major factor in the slowdown of 

global trade in 2015 and 2016. 

That though is (mostly) the past. Most of the global 

adjustment to lower oil prices looks to have 

already taken place. 

 

But there are exceptions to the rule. Oman, Algeria 

(which recently devalued), and Venezuela (whose 

breakeven needs to cover interest on its debt as 

well as imports) all had relatively high breakevens 

in 2016. So does Libya—but Libya’s breakeven 

fluctuates based on its oil production. And 

Colombia—but it has a more diversified economy. 

The utility of the breakeven calculation is limited if 

oil and gas aren’t the majority of exports. 

 

And, well, then there is Saudi Arabia. The Saudis 

did adjust in late 2016, and their current account 

deficit in early 2017 has remained modest. But the 

ability of the Saudis to sustain the fiscal tightening 

that helped bring imports down remains a 

question—especially with a growing population. 

Its adjustment is still worth watching. 

 

NOTE: the analysis in the working paper draws 

heavily on BP’s data on global oil and gas 

production. We used the 2016 data set, which has 

authoritative production numbers for 2015. We 

will be updating the numbers to reflect actual 2016 

production soon. The main technical innovation in 

the paper was explicitly incorporating natural gas 

trade into the estimated breakevens. That requires 

converting gas in its oil equivalent, and estimating 

the gap between the global oil price and various 

countries gas export prices. It increases the 

complexity of the calculation but it adds to the 

accuracy of the estimated breakeven of countries 

like Qatar, Norway and Russia. In the future it also 

could matter for Iran. 

https://www.cfr.org/blog-post/follow-external-balance-

payments-breakevens-oil-

exporters?utm_source=feedburner&utm_medium=feed

&utm_campaign=Feed%3A+region%2Fmiddle_east+%2

8CFR.org+-+Regions+-

+Middle+East+and+North+Africa%29 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

https://www.cfr.org/blog-post/follow-external-balance-payments-breakevens-oil-exporters?utm_source=feedburner&utm_medium=feed&utm_campaign=Feed%3A+region%2Fmiddle_east+%28CFR.org+-+Regions+-+Middle+East+and+North+Africa%29
https://www.cfr.org/blog-post/follow-external-balance-payments-breakevens-oil-exporters?utm_source=feedburner&utm_medium=feed&utm_campaign=Feed%3A+region%2Fmiddle_east+%28CFR.org+-+Regions+-+Middle+East+and+North+Africa%29
https://www.cfr.org/blog-post/follow-external-balance-payments-breakevens-oil-exporters?utm_source=feedburner&utm_medium=feed&utm_campaign=Feed%3A+region%2Fmiddle_east+%28CFR.org+-+Regions+-+Middle+East+and+North+Africa%29
https://www.cfr.org/blog-post/follow-external-balance-payments-breakevens-oil-exporters?utm_source=feedburner&utm_medium=feed&utm_campaign=Feed%3A+region%2Fmiddle_east+%28CFR.org+-+Regions+-+Middle+East+and+North+Africa%29
https://www.cfr.org/blog-post/follow-external-balance-payments-breakevens-oil-exporters?utm_source=feedburner&utm_medium=feed&utm_campaign=Feed%3A+region%2Fmiddle_east+%28CFR.org+-+Regions+-+Middle+East+and+North+Africa%29
https://www.cfr.org/blog-post/follow-external-balance-payments-breakevens-oil-exporters?utm_source=feedburner&utm_medium=feed&utm_campaign=Feed%3A+region%2Fmiddle_east+%28CFR.org+-+Regions+-+Middle+East+and+North+Africa%29


 12 July 2017 

 

 30 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

ABOUT THE EDITORS 

 

SUBSCRIBTION INFORMATION 

To subscribe to this (bi)weekly newsletter, please send an email to inquiries@verocy.com 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

For more information on Verocy SynMath Wealt Radar please visit www.verocy.com/solutions/wealth-radar/  

CHIEF EDITOR 

Dr. Cyril Widdershoven is Managing Partner & Founder and 

Sr. Advisor Geopolitics & Country Risk at Verocy.  

 

He is a long-time observer of the global energy market and 

presently holds several advisory positions with international 

think tanks in the Middle East and energy sectors in the 

Netherlands, the United Kingdom, and the United States. He 

earned his post graduate degrees at King’s College, University of 

London, Department of War Studies, and an MA in Middle East 

Studies at the University of Nijmegen, Netherlands. 

 

Dr. Widdershoven has throughout his career lived and worked in 

numerous Middle East countries, with a home base in Egypt, 

where he was Head of Investment and Research at ARTOC Group 

for Investment and Development in Cairo. He is also has founded 

North Africa’s first English language oil and gas monthly North 

Africa Oil and Gas Magazine, now called Petroleum Africa, and 

was one of the founders of the Middle East Oil Gas Newsletter 

and Africa Oil Newsletter at Newsbase (UK). 

 

More information about Cyril Widdershoven 

PRODUCER 

Mr. Rob van der Stel is Managing Partner & Founder and Sr. 

Advisor Technology Investment & Valorization at Verocy. 

 

He holds a BSc in Chemical Engineering and has successfully 

completed several business management, marketing and 

economics courses to support his career. His most recent 

graduation is from Vlerick Business School where he completed 

the Executive Masterclass in Innovation & Entrepreneurship. Rob 

has 20 years of experience in business management and 

marketing of complex technical product portfolio’s. In the past 7 

years, he has been working for a research and technology 

development organization TNO as the Sr. Manager New Business 

& Ventures of TNO Energy. 

 

He supports companies with the assessment, development and 

valorization of (new) technology in all economic sectors but he 

has a special interest in technology that will maximize the value 

of natural energy resources. 

 

 

More information about Rob van der Stel 

mailto:inquiries@verocy.com
mailto:inquiries@verocy.com
http://www.verocy.com/solutions/wealth-radar/
http://www.verocy.com/about-us/
http://www.verocy.com/about-us/

	Cover_page_KSA_update_WK26_27-2017.pdf
	Verocy Strategic Saudi Arabia update_Week26+27_2017

