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NEW DESALINATION PRIVATE FINANCE WAVE
HITS SAUDI ARABIA
STRATEGIC
ANALYSIS

Saudi Arabian company Water and Electricity Co.
(WEC) is planning to build a major new
desalination plant north of Jeddah. The financing
of the 600,000 cubic meters of potable water
desalination plant is going to be done on a PPP
basis, sourcing private finance. The latter is fully in
line with the Kingdom’s drive to draw in
investments into big water projects.
On August 3 SWCC has invited parties to express
their interest to build and operate the Rabigh 3
desalination plant under a 25- year concession.
The project will be a full return to public-private
partnerships (PPP). The Kingdom at present is
setting up large scale programs to diversify the
economy away from oil while at the same time
attract greater participation from private sector
companies. As the oil revenues are partly under
pressure, Saudi Arabia, as most other GCC
countries, are looking to tap into private finance to
set up a long list of projects. Saudi Arabia is facing
a possible water crisis, as the combination of a
growing population and economy forces the
country to increase its capacity continuously.
Rabigh-3 is expected to increase its production
capacity within the next years to around 1.2 million
cubic meters per day.
Under a 25-year contract, the winning developer
will sell the desalinated water to WEC under a
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Water Purchase Agreement, which will be backed
by the government of the Kingdom of Saudi
Arabia. Pre-qualification documents are then
expected to be issued by September. Banque
Saudi Fransi is the financial adviser on the project
while DLA Piper is legal adviser.
Since 2005, Saudi Arabia has been struggling to set
up a feasible amount of private finance for the
desalination sector. German giant Siemens signed
in 2005 an €1.8 billion contract to build the
Shuaibah power and water plant. The overall
impact of that deal has been however been
disappointing as the attractiveness of publicprivate partnerships during that era was not
enough to increase its project impact. Still, after
the end of the high oil price era, and the
continuing fledgling price settings of oil and gas in
the region, GCC countries are forced to reconsider
the option of a private sector involvement in the
delivery of major infrastructure projects.
Another Saudi utility Saline Water Conversion
Corporation (SWCC) also is setting up two other
desalination plants. The first one is going to be
built in Al-Shuqaiq, which is in the bordering areas
of Jazan and Asser, with a production capacity of
380,000 cubic meters of desalinated water per day.
A second plant, in the Red Sea coast town of
Yanbu, will be serving Medina with a daily 450,000
cubic meters of water. The two plants will be built,
financed and operated by the private sector. SWCC
has also received bids to advise on the
privatization of its $7.2 billion Ras Al Khair
desalination and power plant.
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ARAMCO IPO STILL UNDECIDED ON LISTINGS
The discussion on where to list Saudi Arabia’s
national oil company Saudi Aramco is still
undecided. International media sources continue
their own analysis, showing preferences jumping
from a New York Stock Exchange (NYSE) listing to
London (LSE), Hong Kong or even some other
more tropical surprises. One thing is clear, Riyadh
is keeping its cards close to its hart, putting more
and more pressure on possible stock exchanges to
entice the Arabian delight.
Two front-runners have appeared, NYSE and LSE,
with of course the Riyadh Stock Exchange
(Tadawul) already in place. Saudi sources have
now indicated to news agency Reuters that there
is a tendency to favor NYSE, but analysts are
warning for possible negative repercussions of
handing over part of the Aramco treasures to a US
listing. The LSE is still a strong other option, as
there are less legal and financial issues and
political interference is almost non-existing. Until
Saudi’s Crown Prince Mohammed Bin Salman, who
is also the main promotor of the Aramco IPO, has
come forward and openly has stated that one of
these two are going to be the stage, the saga will
continue.
At present, in addition to the already know risks of
listing Aramco on the NYSE, the increased instable
political climate in the US, some other issues could
be on the mind of the Saudi crown prince. First of
all, MBS will have to squeeze out any opposition

within the current Saudi ruling elite. Until now, the
majority of Saudi power players are undecided on
the overall listing. There is a known disagreement
between some advisors of the Royal Court and
MBS about the IPO procedures. MBS’ decisions
could be partly be made on a political basis, as the
crown prince wants to continue his current positive
geopolitical and military relationship with the
Trump Administration. These issues could be
playing a pivotal role in the endgame. However,
MBS also recognizes that there are vast financial
and legal risks if Aramco will be listed on the NYSE.
Aramco could become a pawn in the ongoing legal
discourse in Washington with regards to the socalled Justice Against Sponsors of Terrorism Act
(JASTA). Litigation risks could be hitting Aramco, if
American or other claimants will be legally
proceeding against the Saudi government for their
perceived support of the culprits of the September
11 2001 attacks on the US. Even that Washington
and Riyadh are denying these claims, Aramco
could be hit very hard if listed on the NYSE. MBS’
plans to list on NYSE has been faced with some
opposition by Saudi Finance Minister Mohammed
Al Jadaan, who is a lawyer by training. He seems to
have warned for the risks. The views currently held
by Khalid Falih, who is also Aramco's chairman,
Economy and Planning Minister Adel Fakieh and
Public Investment Fund Managing Director Yasir Al
Rumayyan, all advisors to MBS on the IPO, are
currently unknown.
Even that Saudi Arabia
currently already has hundreds of billions in
investments in the US, including some Aramco
assets, a high profile target such as Aramco NYSE
listing could be very damaging.
In addition to the legal and financial risks of a NYSE
listing, Saudi analysts have indicated that New
York also has major other obstacles for Aramco.
The high pressure on a full disclosure, in
combination with complex regulations, are seen as
a risk. These factors also will interfere with the
overall sovereignty of the Saudi government, who
will be the main shareholder still after the Aramco
flotation.
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In contrast to the NYSE situation, London’s LSE has
already offered several major changes to its own
regulations and rules to entice Aramco to choose
for London. The last months Britain's Financial
Conduct Authority has proposed creating a new
"premium" listing category for companies
controlled by sovereign states which would
exempt
them
from
certain
regulatory
requirements. The new rules are due to be
published towards the end of this year.
The coming months, Aramco’s future, or at least
the future of its 5% IPO listing will become clear.
Looking at the rules of engagement put in place
by MBS and his advisors, the current power play
between London and Washington, while Hong
Kong is playing a minor role on the sidelines, could
however also be an indication that Riyadh is
playing on two chess boards at the same time. For
its overall IPO success, Aramco will have to choose
between one of the main financial centers. NYSE
and LSE are prime assets in this, but other financial
centers are still attractive to gain a higher overall
revenue overall. By playing NYSE-LSE, MBS still
keeps the doors open for other options. The latter
gives some additional leeway to Riyadh to increase
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pressure on possible investors to show their
overall willingness. Aramco is and will not be
interested in only having US-Western institutional
investors onboard of the IPO. Asian, Russian and
Arab institutions are enticed to play their role. By
indicating an interest in Hong Kong, Tokyo,
Frankfurt, Moscow or Paris, these financials are
rolling over each other to get the attention of the
“Prince of Riyadh”.
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SAUDI FINANCIALS SHOWING POSITIVE
CHANGE
The Saudi financial situation is improving as oil
prices are settling in a more comfortable range.
The income of the Saudi government has
improved, while the need to use the country’s still
vast international holdings has lessened. In a
report, the Saudi Arabian central bank's foreign
reserves, which the government has been
liquidating to cover a budget deficit caused by low
oil prices, have increased in June for the first time
in over a year. The new figures, reported by the
Saudi national bank showed that its net foreign
assets climbed to $493.3 billion in June from
$491.7 billion in May. Even that this is an
improvement, caution is still needed.
When looking on a year-to-year basis, they still
shrank 12.3 percent. Saudi’s net foreign assets hit
a record high of $737 billion in August 2014 before
starting to fall with oil prices. The June 2017 figures
are promising, but analysts are still wary about the
total impact. It is not clear if this is a one off or a
real end to the three-year downtrend. The long
slide has worried financial markets because the
reserves may be needed to defend the Saudi riyal
from any speculative attack. The central bank has
not indicated why the figures have improved.
Possible underlying reasons are to be linked
mainly to the austerity measures that Riyadh has
put in place the last years. Financial analysts also
stated that Riyadh’s decision to begin raising
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money with local currency Islamic bond issues this
month could ease the pressure further.
When looking at the overall picture, Saudi Arabia’s
government still is running a hefty budget deficit.
Official figures are showing an expected $52.8
billion deficit over 2017, which will force Riyadh
again to tap the reserves in the coming months.
However, a possible higher oil price, in
combination with some economic growth could
tip the balance maybe to the positive. The central
bank also reported that the portion of the Saudi
reserves kept in foreign bank deposits has fallen
by $1.7 billion from May to $94.6 billion in June,
but foreign securities holdings climbed $2.1 billion
to $337.1 billion. The vast majority of the reserves
are believed to be denominated in U.S. dollars.
Financial advisor Jadwa reported that Saudi
Arabia’s fiscal position has been improving in the
second quarter of this year as was seen in the
budget performance report by the Ministry of
Finance (MoF). Jadwa stated that Saudi Arabia’s
fiscal deficit dropped to SAR 46.5 billion, from last
year’s SAR 58 billion, due to a 6 percent increase
in government revenue and a 1 percent drop in
expenses year-on-year (YoY). The financial advisor
also stated that this brings the combined deficit for
the year’s first half to SAR 72.7 billion, significantly
lower, on a pro-rata basis, than the government’s
projected 2017 deficit of SAR 198 billion. Jadwa
stated that it expects oil revenue to only mildly
improve YoY in Q3 due to the strict compliance
with OPEC cuts, the forecast for non-oil revenue
was more positive indicating further improvement
YoY following the introduction of an excise tax on
harmful products, higher expat levies and
dependent fees, and a rise in seasonal investment
income.

COMMENTARY

18 August 2017

SAUDI TOURISM ADVENTURES TO BECOME BIG
TICKET OR CHALLENGE?
Saudi Arabia’s plans to set up a full-fledged
tourism sector, which will not only be targeting
Islamic based tourism but global tourists too, are
set to become reality. The fata morgana of having
a five-star resort in the Wahhabi Kingdom where
almost all normal pleasure of a Western club resort
is available would have been laughed at by all less
than 2 years ago. No analyst would have put his
money on any of these grand scheme ideas
sometimes popping up out of the hats of Saudi
investors or princes. Saudi Crown Prince
Mohammed Bin Salman however has changed the
situation 180 degrees, the Kingdom will be opened
for non-Muslim Western tourism adventures in the
coming years.
At the beginning of August, the Kingdom has
announced plans for building luxury beach resorts
on its Red Sea coastline. The proposed project
entails luxury hotels, residential units and transport
infrastructure on the Saudi coast, including on 50
islands. Covering over 180 kilometers of coastline,
the project will have its own “semi-autonomous”
legal status, and laws “on par with international
standards.” In other words, to promote
international tourism, it will not follow Saudi
Arabia’s conservative and Sharia-based laws. This
is remarkable, to say the least, as it would mean
that for the first time ever Saudi Arabia is removing
part of its religious and legal systems in an area of
the Kingdom. The overall project is part of a main
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Vision 2030 drive to wean the Kingdom from its oil
dependency. The total project is going to be
financially backed by the US$183 billion Public
Investment Fund, which is scheduled to get a
massive infusion of more funds next year with the
share sale of state oil giant Saudi Aramco. Crown
Prince Mohammed Bin Salman sees tourism as an
integral part to diversify the Saudi economy. MBS
has promised to invest more than half of the
Aramco IPO funds into domestic non-oil
industries.

In addition to the Red Sea resorts, the Kingdom
also has announced another multibillion tourism
project. The Saudi Commission for Tourism and
National Heritage has announced a SAR8bn
($2.1bn) plan for the Souq Okaz tourism
development in Taif with the private sector
expected to pick up most of the bill. The tourism
commission targets to develop the kingdom’s first
integrated cultural tourism destination with
facilities including cultural centers, museums,
recreational areas and a conference center. At the
same time, the city of Okaz, which has a history of
hosting visitors in guesthouses, into a business
center. The plan covers a total area of 10 million
square meters with total investment of more than
SAR8bn for all the stages. Of this, the government
is expected to provide 11 per cent and the private
sector 89 per cent. Investments will be made in
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infrastructure, including the road linking Taif AlJadeed Airport to the Riyadh-Ta’if highway, water
and electricity works and the Okaz National Park,
and several portfolios put forward for private
sector participation amounting to more than
SAR7bn ($1.86bn)

too fast. A couple of weeks ago a Saudi model was
arrested when a video was uploaded on social
media that shows her wandering in a miniskirt in
an ancient fortress in Najd province. The young
woman was arrested, but afterwards freed by the
interference of MBS.

Saudi Arabia’s dream to utilize the Red Sea coast
by setting up resorts is not new but could be very
challenging. Implementing the radical idea of
opening up the Kingdom to Western tourism,
including a full-fledged openness to women, could
be presenting a major challenge, not only to
conservative Saudi elites but also for the overall
power position of the Crown Prince. The necessary
openness to attract Western style tourist could be
very problematic for this conservative Muslim
nation. Until now, the only real tourism in the
Kingdom were Muslim tourists who have been in
the pristine resort places already available, while
sometimes visiting the still impressive historical
sites in and around the Kingdom. To put in place a
beach resort, full of Western style tourists
(including women in bikinis) could be too much

As long as Saudi Arabia’s primary political
legitimacy has rested on a narrative of Islam,
Wahhabism, a potential conflict is there. The
position of the House of Saud is partly based on
this strict interpretation of Islam. As one analyst
stated, unlike Mohamed bin Salman, the current
de facto ruler of Saudi Arabia, his predecessors
ruled in a context where Islam played a much more
vital role in political discourses. This now could
change dramatically. A reoccurrence of the
violence that hit the Kingdom in the 1970s-1980s,
culminating in the occupation of the Grand
Mosque in Mecca in 1979 by hundreds of militants,
seems to be far but could become reality still. To
counter that fundamentalism, the House of Saud
had to empower the religious establishment. The
latter could now be playing a major stumble block
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to the hard-needed changes in society, especially
when looking at tourism.
Saudi Arabia is currently facing a two sided sword.
The most obvious one is the dwindling oil
revenues in the future, forcing the Kingdom to
change its economy and remove part of the
rentier-state financial incentives. The latter is
putting pressure on the Saudis already, leaving
room for some political discourse or even
opposition. A booming economy however could
change this in the short run. Secondly,
diversification of the economy and a change in the
societal fabric (tourism and position of women)
could anger the conservative groups in the
country. Without vast revenues, the House of Saud
is not able to hand out incentives to avoid further
social unrest.
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Still, MBS’ approach is the only rational one. As the
Crown Prince already has stated in the press,
Saudis are spending more than $22 billion per year
on tourism outside of the Kingdom. The Red Sea
project is his response to encourage more
domestic tourism. Yet it won’t be secluded from
Saudis with plans to generate up to as many
as 35,000 jobs. The Saudi government hopes it will
attract a million visitors a year by 2035.
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SAUDI SHIA REGION THREAT SCENARIO
INCREASED
Saudi Arabia’s Eastern Province continues to stay
instable as confrontations between the Saudi
government and the Shi’a minority continues.
Confrontations are not widely publicized but
sources report continuing confrontations,
currently largely around and in city of Al Awamiya.
Official protests are organized by Shi’a groups in
the area to confront Saudi officials and companies
working at present to demolish the last residential
buildings in the historic center.
Officially the center now has been cleared, but
signs of unrest continue to pop up. The town is
populated by Shiites. Violence has plagued the city
since the Saudi council decided to clear the historic
center, largely by demolishing the residential
buildings in May. Shiite gunmen and Saudi
security forces have had several armed
confrontations. Unconfirmed sources are claiming
more than two dozen people killed. The area has
been cleared, according to the government, to
remove cover for the gunmen. Officially the
residents of the demolished buildings have been
provided with alternative shelter, new houses will
be built soon.
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At the same time that the Al Awamiya area has
been cleared, the Saudi Supreme Court has upheld
the death sentence for 14 Shiites from the area.
The death sentences were put on them due to their
involvement in violence against the police, official
sources have stated. International organizations
are afraid that the 14 men will be executed, as soon
as King Salman signs off the sentences. Amnesty
International, Human Rights Watch and others,
even claim that these trials have been unfair. The
Saudi government, via the Justice Ministry, reacted
by stating that all defendants have received a fair
trial. The ministry's spokesman, Mansour al-Qafari,
said the 14 had been convicted of terrorist crimes,
including the killing of civilians and security
officers. Al Qafari indicated also that the
defendants have been heard and reviewed by an
appeals court and the supreme court. In
statements made by the Saudi security forces, the
latter stated that militants have targeted police
with rocket-propelled grenades and civilian
demolition crews with improvised explosive
devices.
The region has not been quiet since 2011, when
the town in Saudi Arabia’s oil-rich east was also the
hub of a short-lived protest movement which was
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inspired by the Arab Spring. One of the
movement’s leaders, Shia cleric Nimr al-Nimr, was
executed in January 2016 on a terrorism
indictment. The latter execution already triggered
a renewed sectarian-religious tension between
Shia and Sunni (majority) led groups in the GCC
region, in which Iran is playing a prominent role
too. Saudi Arabia’s minority Shia community,
which makes up an estimated 10 to 15 percent of
the country’s population of 32 million, has long
complained of marginalization.
The possible execution of the 14 young men could
restart a full unrest, some analysts fear. Riyadh at
present is also very worried. Main threats could not
only be targeting Saudi officials or security services
but additionally the immense oil and gas
infrastructure and production facilities of Aramco
in the Eastern Province. The current fighting, in
which 12 members of the security forces and five
militants have been killed, has already forced
thousands of people to flee their homes. The
tensions even really could explode to a full
confrontation if another Shia cleric also is being
executed. The latter was sentenced last weeks to
13 years in jail for defending Hezbollah, the
Lebanese militant group, in his sermons.
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Saudi sources are indicating that the role of King
Salman and Crown Prince Mohammed Bin Salman
could be critical in the coming weeks. Some hope
that both will interfere to cool down the crisis. The
Shia minority could become a weak spot for the
House of Saud as the Kingdom at present is not
looking for an internal sectarian strife, that not
only threatens the security of the Kingdom (or
maybe even gets Iran involved), but also will put a
major dent on the prospects of Saudi Vision 2030
and the Aramco IPO. MBS could be stepping up his
efforts to quell the threat, but in which way is still
unclear. The Saudi ruling family however
understands to the full that multiple religious
confrontations inside of the Kingdom could bring
down the high hopes for Saudi Vision 2030 even
before the seeds have been planted. At the same
time, a Shia-Sunni conflict in the Eastern Province
will also have its negative effects on neighboring
Bahrain (majority Shia, King Sunni) or Kuwait.

STRATEGIC INSIGHT NEWS
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INSIGHT
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Saudi Aramco considers Zuluf oilfield
expansion
19 July 2017

State oil firm Saudi Aramco is considering building
new facilities to add production of Arabian Heavy
crude from the Zuluf offshore oilfield, industry
sources said. The central processing plant is
expected to have two units, known as trains, with
a total capacity of 600,000 barrels per day (bpd) to
process Arabian Heavy crude supplied by electrical
submersible pumps (ESP). “ESPs are required in
this Zuluf increment because the Arabian Heavy
reserves have a lower reservoir pressure than the
Arabian Medium reserves,” said Sadad al-Husseini,
a former executive vice president at Saudi Aramco.
He said the artificial lift and pressure maintenance
would achieve optimum production rates and
economics, while also ensuring effective reservoir
management.
Zuluf was one of the largest offshore oilfields in the
world and held extensive proven Arabian Medium
and Arabian Heavy reserves, said Husseini, who is
now an energy analyst. The gas and condensate
will be sent to the new Tanajib gas plant, which is
part of the new Marjan program. Saudi Aramco
declined to comment on the report.
Saudi Aramco is expected to invite companies to
bid for front-end engineering and design later this
month with an award seen in September. Like the
Marjan increment, it will take until 2021 for the
project to be completed, one of the sources said.
Industry sources estimate Zuluf’s production
capacity is between 550,000-600,000 barrels per
day.
Saudi Aramco’s CEO Amin Nasser said this month
the firm planned to invest more than $300 billion
in the coming decade “to reinforce its pre-eminent
position in oil, maintain its spare oil production
capacity and pursue a large exploration and
production program centered on conventional
and unconventional gas resources.” Aramco has an
oil production capacity of 12 million bpd.
Saudi officials have said the firm’s investment
plans aim to compensate for any declining fields
elsewhere rather than adding to total capacity.
Saudi Aramco has recently launched studies to
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expand its offshore oilfields Berri and Marjan.
Besides Zuluf, sources expect to increase oil output
from other offshore fields, such as Safaniya.
Saudi Aramco has previously estimated that the
five offshore oil fields Safaniya, Marjan, Zuluf, Berri
and Abu Safah, a field it shares with Bahrain,
accounted for more than 20 percent of the
kingdom’s daily production.
http://www.nasdaq.com/article/saudi-aramcoconsiders-zuluf-oilfield-expansion-20170719-00740

Saudi Arabia appoints new head of Royal
Guard
21 July 2017

A royal decree was issued in Saudi Arabia on
Thursday appointing Suhail al-Mutairi as head of
the Royal Guard. According to the royal order,
Hamad al-Ohali, head of the former Royal Guard
was relieved of his post and Suhail al-Mutairi
appointed.
http://english.alarabiya.net/en/News/gulf/2017/07/21/S
audi-Arabia-appointments-new-head-of-RoyalGuard.html

Saudi Aramco calls in defense firms for
offshore security- sources
24 July 2017

State oil giant Saudi Aramco plans to increase
security around its offshore facilities and has
received bids for the work from defence firms,
industry sources told Reuters. Bidders include
Raytheon Co of the United States, Germany's
Rheinmetall AG, Leonardo's Selex ES Saudi Arabia
and General Dynamics, the sources added. The
contract involves installing long range integrated
security systems at nine offshore sites in the Gulf,
two sources said adding more tenders are
expected as Aramco considers expanding its
offshore oilfields and upgrading their security.
Saudi Arabia, the world's largest crude oil exporter,
said in June it had detained three Iranians who it
said were members of Iran's Revolutionary Guard
Corps (IRGC) approaching the kingdom's offshore
Marjan oilfield on a boat. Iran said those detained
were fishermen. Aramco declined to comment on
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the contracts or its security plans, but said in an
emailed statement that it "considers the security of
its employees and facilities a top priority and are
of the utmost importance."
General Dynamics declined to comment, while
Raytheon did not respond to an emailed request
for comment and Rheinmetall could not be
reached for comment. Leonardo, the parent
company of Selex, declined to confirm whether it
was bidding for the contract but said it was
pursuing "growing commercial opportunities in
the region." The company "is following closely
emerging security needs in the Gulf area, including
in the oil and gas industry," a Leonardo
spokeswoman said. Bids are currently being
evaluated by Saudi Aramco, one of the sources
said, adding that he expected the state oil firm to
award the security contract towards the end of
2017 or the beginning of next year.
http://www.zawya.com/mena/en/story/Saudi_Aramco_c
alls_in_defense_firms_for_offshore_security_sourcesTR20170724nL8N1K41S0X2/

Saudi Arabia’s Ministry of Finance
appoints Fahad Al-Saif as Head of Debt
Management Office

18 August 2017

DMO as a Supervisor in 2016 and participated in
the Task Force responsible for issuing the
Kingdom’s first Global Bond programme.
In 2016, the Kingdom of Saudi Arabia issued $ 17.5
billion in international bonds, the largest emerging
market issuance ever. The transaction received the
SSAR Issuer of the Year, Bond Issuer of the Year
and Emerging EMEA Issuer of the Year awards
from the International Financing Review.
Also in 2016, the Kingdom secured a landmark $
10 billion loan for which it received the Middle
Eastern Deal of the Year Award from GlobalCapital.
The DMO was successful in issuing The Kingdom’s
first international Sukuk in April this year, securing
a total of $ 33 billion (SAR 123.75 billion) in orders
for the $ 9 billion issue. The DMO is responsible for
securing the Kingdom's financing needs on the
best possible terms. The DMO plays a key role in
the implementation of structural, economic and
financial reforms in line with the National
Transition Program and the Vision 2030.
http://www.cpifinancial.net/news/post/42201/saudiarabias-ministry-of-finance-appoints-fahad-al-saif-ashead-of-debt-management-office

27 July 2017

Saudi Arabia's new city to have its own
airport

The Ministry of Finance has announced the
appointment of Fahad Al-Saif as Head of the Debt
Management Office (DMO) and Advisor to the
Minister of Finance. The Minister of Finance,
Mohammed Al-Jadaan, wished Al-Saif success in
continuing to build capacity and skills to
consolidate the Office's presence in international
debt markets in order to support the aspirations of
the Kingdom's Vision 2030 and contribute to
strengthening its position as a leading global
investment powerhouse.

27 July 2017

During his banking career, Al-Saif held several
positions at SABB, including as Deputy Managing
Director, General Manager of Global Banking and
Markets, and Head of Treasury Risk Advisory.
During his tenure at HSBC, he held the positions of
Head of Capital Markets and Corporate Finance,
and Head of Debt Capital Markets. He joined the
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The new Al-Faisaliah city, the plan for which was
approved by Custodian of the Two Holy Mosques
King Salman recently, is expected to reduce
pressure on Makkah and Jeddah in the coming 25
years. Addressing a press conference Prince
Khaled Al-Faisal, Makkah Emir and Adviser to
Custodian of the Two Holy Mosques, said that the
Al-Faisaliah city project will provide 995,000
housing units and it will accommodate 6.5 million
people by 2050. The city will also provide one
million jobs in different sectors including health,
education, technology and services.
Al-Faisaliah, which will be located in the western
part of Makkah, is an extension of Makkah and not
a new city, Prince Khaled said. The emir said that
the city will have housing units, commercial
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centers, entertainment places and will provide
health and education services. It will also have an
airport that will be under King Abdul Aziz
International Airport and a seaport that will be
under Jeddah Islamic Port. The city will also have a
train, a metro, trams and buses. The project will be
supervised by Makkah Region Development
Authority.
Prince Khaled announced that they will start
meetings and seminars with the private sector to
finalize the studies on the project, which will also
make use of cooperation with international and
Islamic establishments.
The city will be constructed on an area of 2,450
square kilometers. Among the important locations
in the city are: Haj and Umrah Service Center,
Islamic Fiqh complex, government departments,
diplomatic quarters, cultural center, trade and
business area, shopping arena, and a marina.
The geographical border of the new city will start
from the Makkah Haram boundary and will extend
up to the Red Sea coast of Al-Shuaiba in the west.
Makkah-Jeddah Expressway is located north of the
project while Allaith governorate is in the south
and west. The Shuaiba Center will be the western
seafront area and the eastern border is the AlBaidaa Center while the Haram boundary in
Shumaisi is located in the northeastern area.
The project’s development strategy will be based
on economic diversification and reducing
dependence on oil and gas. The project will take
advantage of the successful global experiments of
pumping diverse economic investments as in the
case of Singapore and Putrajaya City in Malaysia,
and the development projects will be based on
renewable energy and sustainable agriculture. The
project targets production of 9.5 gigawatts of
power from renewable energy sources. It will also
aim to attract 10 million visitors, including Haj and
Umrah pilgrims.
http://www.zawya.com/mena/en/story/Saudi_Arabias_n
ew_city_to_have_its_own_airportZAWYA20170727044924/
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Riyadh Mulls Over Rising Oil Tax System
31 July 2017

Saudi Arabia is considering changing the way it
taxes Aramco, the state oil giant, in a bid to boost
oil revenues in case oil prices rise. Bloomberg
quotes sources close to the government who say
that Aramco proposed the change, which will see
taxes start at 20 percent and rise gradually to
reflect significant increases in oil prices.
It is possible that Riyadh will choose to leave things
as they are, however, as higher royalty taxes could
put off potential investors in Aramco: the company
is preparing to list 5 percent of its shares next year
and Saudi estimates peg the value of the shares at
as much as US$100 billion, with the entire
company worth US$2 trillion.
External analysts, however, caution that US$1
trillion for the whole of Aramco is a much more
realistic estimate. Besides, analysts note, previous
IPOs of national oil companies have resulted in
lower valuations than what was expected based on
their reserve base.
The listing of Aramco’s shares will most likely take
place on the London Stock Exchange, according to
source who last week spoke to Reuters. New York
was also an option, but the company’s advisors are
worried that a law passed after the 9/11 attacks
exposes Saudi nationals to prosecution in the
United States.
As part of efforts to make the IPO more attractive,
Riyadh earlier cut the income tax for Aramco from
85 percent to 50 percent. Aramco supplies about
70 percent of Saudi Arabia’s government revenue,
as per 2017 estimates. Thanks to a price
improvement following the December agreement
of OPEC with Russia and 11 other producers to cut
oil production, the budget deficit of the Kingdom
will this year shrink to 9.3 percent from late year’s
17.2 percent of GDP, but sustainable measures are
necessary to protect the budget from the effects
of a repeat of the 2014 price crash.
http://oilprice.com/Latest-Energy-News/WorldNews/Riyadh-Mulls-Over-Rising-Oil-TaxSystem.html?utm_source=feedburner&utm_medium=fe
ed&utm_campaign=Feed%3A+oilpricecom+%28Oil+Pri
ce.com+Daily+News+Update%29
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Saudi considers oil-price linked royalty for
Aramco – report
31 July 2017

Saudi Arabia is reportedly considering a flexible
royalty payment system for state-owned oil giant
Aramco dependent on oil prices. Bloomberg cited
sources as confirming the government is mulling a
proposal to replace the current fixed royalty on
revenues with one linked to crude prices. Aramco
has proposed this start at the same 20 per cent
fixed rate applied to the company today and
increases if oil prices rise significantly, according to
the publication.
The proposal comes after a royal decree in March
that lowered Aramco’s income tax rate on profit
from 85 per cent to 50 per cent. It is also ahead of
plans to list about 5 per cent of the company in
what is expected to be the world’s largest IPO next
year. Should the new royalty be implemented this
may make the company less attractive for investors
who would hope to benefit from higher oil prices.
The Saudi government is still dependent on oil for
roughly 70 per cent of its revenues, according to
the International Monetary Fund (IMF). In a report
earlier this month, the IMF said the kingdom would
see “close to zero” GDP growth this year but would
reduce its deficit from 17.2 per cent of GDP in 2016
to 9.3 per cent in 2017.

18 August 2017

report claimed. The projects include a 15-year
maintenance and operation contract for King
Abdullah University of Science and Technology;
the king’s palace in Tangier; and a project in
Mecca. A source also told Okaz that the university
contract had been taken over by another
construction company that is owned by Saad Al
Hariri’s brother-in-law. Last month, it was reported
that employees of Oger would be transferred to
other firms, amidst reports that all of its workers
would be laid off on July 31.
The labor ministry said at the time that the firm
employed 1,200 Saudis among a total of around
8,000 workers. The ministry said it planned to
transfer 600 Saudi employees to other facilities
and that it was also working with Oger to transfer
around 6,000 foreign workers to other companies.
In early June, reports also claimed that Saudi
Arabia’s Executive Court had issued a verdict
forcing Oger to pay wages owed to employees.
The court was in the process of forcing the
company to pay the dues owed to employees
through sequestration of its properties and assets,
local reports said.
Oger’s debt to local banks was estimated at
SAR13bn in November and it was speculated at
the time it could seek a substantial debt
restructuring deal.

http://gulfbusiness.com/saudi-considers-oil-pricelinked-royalty-aramco-ahead-ipo-report/

http://gulfbusiness.com/struggling-construction-firmsaudi-oger-shuts-report/

Struggling construction firm Saudi Oger
shuts down – report

Saudi Arabia to pay two state firms
$1.14bln for broadband rollout

31 July 2017

2 August 2017

Struggling construction firm Saudi Oger – owned
by the family of Lebanese Prime Minister Saad AlHariri – ended operations on Monday after 39
years in the business, local Arabic daily Okaz
reported. The company, hit hard by the slowdown
in the kingdom’s construction sector and delays in
government payments, was forced to lay off
thousands of workers – many of whom were not
paid wages – and sell off many of its assets in
recent months. While most of its assets have been
transferred, it still has three projects, the Okaz

Saudi Arabia will pay two state firms 4.26 billion
riyals ($1.14 billion) to roll out fiber optic
broadband to 2 million locations, the companies
said. Saudi Telecom Co (STC) will be paid about 2.7
billion riyals in "financial support" as part of its
agreement with Saudi Arabia's Ministry of
Communications and Information Technology, the
company said in a bourse statement. That will be
paid in installments and through financial and
regulatory exemptions. The impact of the project
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on the company would be positive in the long
term, STC said.
STC said in May it had signed an agreement with
the government to connect 1.3 million housing
units with fiber optic lines by the end of 2020.
Separately, Saudi Electricity Company (SEC) said it
would be paid 1.56 billion riyals to connect
744,500
locations
by
2020.
http://www.zawya.com/mena/en/story/Saudi_Arabia_to_
pay_two_state_firms_114bln_for_broadband_rolloutTR20170802nL5N1KO19KX2/

World Bank: Reforms Bolster Trust in
Saudi Economy
3 August 2017

The World Bank said that Saudi reforms, which fall
under the framework of Vision 2030, have
increased the level of trust in the Kingdom’s
economy, noting that growth rate is expected to
rise by 2 percent between 2018 and 2019,
compared to 0.6 percent this year due to low oil
production.
“Saudi Arabia is leading the region through 10
strategic
reform
programs,
including
comprehensive structural reforms in public finance
and economy,” Dr. Nader Mohammed, Middle East
regional director for the World Bank, told Asharq
Al-Awsat. “Plans to build a social safety network
will help mitigating the impact of reforms on lowand middle-income citizens,” he added.
The World Bank official warned, however, that the
economic outlook for the region was exposed to
risks under the foggy atmosphere resulting from
the geopolitical developments in the region.
He underlined that OPEC’s reduction of the
production ceiling could also be undermined by
non-traditional energy producers in North
America. “Any disorder in the global financial
markets could affect the cost of financing areas
that still have huge financing needs,” Mohammed
stated.
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He pointed out that international changes and the
decline in oil prices have had a direct and
significant impact on the economies of the GCC
countries over the recent years, despite the
significant reform efforts aimed at restructuring
the countries’ economies.
The Gulf economy is expected to witness a rising
growth rate from 1.3 percent in 2017 to 2.6 percent
in 2019, according to the World Bank regional
director. The rise in spending and the level of
confidence in the non-oil sector are likely to be
slow, in the wake of stable oil prices, a soft fiscal
austerity and the implementation of major reforms
planned for the region, he added.
https://english.aawsat.com/f-yousef/business/worldbank-reforms-bolster-trust-saudi-economy

Goldman Sachs buys into Aramco $10bln
loan as it seeks IPO role
3 August 2017

Goldman Sachs has bought a slice of Saudi
Aramco's $10 billion credit facility as it seeks a role
in the historic listing of the oil company, sources
familiar with the matter told Reuters. It is common
practice in capital markets to first establish
banking relationships through loan transactions
which are then followed by other deals. Goldman
purchased a portion of the $10 billion revolving
credit facility Aramco signed with a number of
banks in 2015. Two of the sources said Goldman
purchased several million dollars in the secondary
market from Australia and New Zealand Banking
Group. The bank was not part of the original list of
27 banks on the credit facility, which included
other American, European, Asian and regional
banks including Citigroup, JPMorgan, HSBC and
Bank of China.
Aramco plans to raise $100 billion through the
listing of five percent of the company in Saudi
Arabia and one or more overseas location.
Goldman and ANZ declined to comment, while
Aramco did not immediately respond to a request
for comment. JPMorgan Chase, Morgan Stanley
and HSBC have been hired as international
financial advisers for Aramco's initial public
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offering, Reuters reported in March. Two of the
sources said Goldman was expected to join the trio
as a global coordinator and bookrunner for the
facility when those positions are finalized. The
bank is moving to enlarge its presence in the
kingdom. It recently applied to Saudi Arabia's
capital markets regulator for a license to trade
equities in the kingdom, Reuters reported in June.
The sources said Goldman had been "shopping
around" among other banks on the facility to ask
if they wanted to exit the loan. One of the sources
described the pricing on the facility as "very fine"
and difficult for some lenders to make money
from, but adding that it was still attractive to those
banks looking to build a strong relationship with
Aramco. The margin for the dollar loan was 12 and
10 basis points for the five-year and 364-day
facilities respectively, according to the 2015
statement on the transaction.
It is not the first time that banks have positioned
themselves on one deal in Saudi Arabia in the hope
of winning a role on a related transaction at a later
date. The banks involved in Saudi Arabia's debut
$17.5 billion international bond last year, had a
role in the earlier $10 billion syndicated loan. In
another sign of Goldman's growing footprint in
Saudi Arabia, it was hired to manage the sale of a
stake in Riyadh airport, the first major privatization
of an airport in the kingdom, three sources told
Reuters last month.
http://www.zawya.com/mena/en/story/Exclusive_Goldm
an_Sachs_buys_into_Aramco_10bln_loan_as_it_seeks_IPO
_role-ZAWYA20170804064110/

Hawk aircraft assembly line could play
bigger role in Saudi Arabia
3 August 2017

A Hawk aircraft assembly line established by British
defense giant BAE Systems could be used to bring
more aircraft manufacturing to Saudi Arabia. It
comes as defense contractors seeking orders in
the Kingdom come under increased pressure to
contribute to Vision 2030, the economic
diversification strategy being driven by Crown
Prince Mohammed bin Salman, deputy premier
and interior minister.

17

18 August 2017

The world’s third-largest defense company is
supplying its latest batch of 22 Hawk training jets
to the Kingdom, under a deal agreed two years
ago following an earlier order for 18 of the aircraft.
The final assembly of the planes, which are used to
train fighter pilots, will be done in Saudi Arabia,
with the first deliveries expected in the third
quarter of the year.
“As part of the Hawk batch-two contract, we
agreed to establish a final assembly line for Hawk
in Saudi Arabia,” said BAE Systems’ international
managing director, Guy Griffiths. “I think it would
be self-evident that having established that facility
and built 22 Hawk aircraft through it, it would be a
great shame if it wasn’t then used for final
assembly of other aircraft.”
Saudi Arabia is investing heavily in developing its
domestic defense industry as the ongoing war in
Yemen drives military spending. At the same time,
the Kingdom aims to create skilled jobs in areas
such as aeronautical manufacturing.
“This is all driven by Vision 2030,” said Griffiths. “In
every negotiation that’s conducted, whether with
us or other defense suppliers, a key component
beyond the price and specifications of the product
is what is the industrial, training, development and
technology transfer contribution that goes with
this order? It’s probably the most preeminent part
of every negotiation.”
BAE Systems this year delivered the final four
aircraft of the 72 planes under its Salam Typhoon
program in Saudi Arabia. It also has a Typhoon
support program, and agreed an additional 20,000
flying hours under a contract amendment signed
in April.
The company said it had also delivered the first
two of 12 Typhoons on order to Oman. The
remaining deliveries to Oman are scheduled for
the second half of 2017 and 2018.
http://www.arabnews.com/node/1138651/businesseconomy
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Saudi manufacturing received SAR49.6 bln
investments in 2016

18 August 2017

annually and the monthly average of SAR 4,187 per
worker.

5 August 2017

Saudi Arabia’s manufacturing industries received
investments of SAR 49.6 billion in 2016, down by
SAR 4.5 billion compared to the previous year, data
issued by the General Authority for Statistics
(GASTAT) showed. The total value of assets
purchased by the sector amounted to SAR 56
billion, while the value of assets sold reached SAR
6.3 billion in 2016. Chemicals industries received
the highest net investments of SAR 23.8 billion,
accounting for 48 percent of the sector’s total
investments. The number of enterprises operating
in the sector was 108,000 of which 78 percent have
less than five employees, 7 percent have between
5-19 employees, and 5 percent of the entities have
20 employees or more. The total number of
workers in manufacturing industries reached
978,000 in 2016, of which 232,000 are Saudis and
746,000 are expatriate workers.
Workers earned the total of SAR 41.7 billion in
2016, of which SAR 35.4 billion was paid to workers
in big companies with 20 employees or more.
Compensations reached SAR 49.1 billion in 2016,
with the average of SAR 50,200 per worker

The operating expenses of the manufacturing
industries’ sector reached SAR 310.5 billion last
year, while the operating revenue and the
operating surplus stood at SAR 608.2 billion and
SAR 248.6 billion, respectively.
Assets of Manufacturing Industries (SAR bln)

Year

Assets
bought

Assets
sold

Net
Assets

2010

72.92

10.05

62.86

2011

93.36

10.71

82.66

2012

75.63

10.38

65.25

2013

71.45

9.00

62.45

2014

78.00

1.79

70.67

2015

60.69

6.52

54.17

2016

55.97

6.34

49.63

http://www.argaam.com/en/article/articledetail/id/4991
45

Moody's granted license to conduct credit
rating activities in the Kingdom of Saudi
Arabia
7 August 2017
Moody's Investors Service, a leading provider of
credit ratings and research, welcomes the Capital
Market Authority (CMA) announcement that it has
authorized Moody's to conduct credit rating
activities in the Kingdom of Saudi Arabia. Moody's
looks forward to deepening its role in the
Kingdom's debt capital markets, including through
the establishment of an office in the Kingdom.
"Given the Kingdom's increasing prominence in
the debt capital markets, we look forward to
building on our two decades of experience in the
region, and continuing to provide insightful,
transparent and predictive credit ratings," says
Monica Merli, Managing Director -- Regional Head
18
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Europe, Middle East and Africa (EMEA).
"Establishing an office in Riyadh demonstrates our
continued commitment to the development of the
debt capital market in the Kingdom and this aligns
with the implementation of Saudi's Vision 2030,"
says Jehad El-Nakla, General Manager -- Moody's
Investors Service Middle East. "A Moody's rating
can facilitate access to both domestic and
international pools of debt capital and we expect
debt issuance to continue to increase in Saudi
Arabia as demonstrated by the Kingdom's debut
international bond issuance in 2016," adds ElNakla.

Saudi Arabia to allow full
ownership of engineering firms

Saudi Arabia is also a key market for Islamic
Finance, an area in which Moody's is recognised as
a global thought leader through ratings, research
and speaking engagements at leading conferences
and events globally. The Kingdom completed the
world's largest ever inaugural Sukuk issuance at $9
billion in April 2017, a transaction rated A1 by
Moody's.

The kingdom's investment authority, SAGIA,
announced last year that it would accept
applications for wholly owned engineering
consultancies but did not set out procedures for
implementation. Previously, foreign engineering
companies were regulated by the commerce
ministry and required to partner with a Saudi
engineering firm. Saudi Arabia is liberalizing its
business regulations to attract more investors and
diversify its economy away from oil. SAGIA
announced eased ownership restrictions in the
wholesale and retail sectors in 2015, and awarded
its first full foreign ownership investment license to
Dow Chemical Co last year.

https://www.moodys.com/research/Moodys-grantedlicense-to-conduct-credit-rating-activities-in-the-PR_371009?WT.mc_id=AM%7eWWFob29fRmluYW5jZV9
TQl9SYXRpbmcgTmV3c19BbGxfRW5n%7e20170810_PR
_371009&yptr=yahoo

Saudi Aramco awards first contract for
planned shipyard complex
8 August 2017

Saudi Aramco said it has awarded the first major
contract in the planned construction of a $5.2
billion shipyard complex designed to reduce Saudi
Arabia's dependence on oil exports. The national
oil company said on Tuesday it awarded the
contract for dredging, reclamation and marine
structures to a consortium comprising Saudi
Archirodon Co and Huta Hegerfeld AG Saudia Co.
Aramco, which is leading construction of the
shipyard, did not reveal the value of the contract
but said it would be completed by 2020. Among
other things, it includes building 4,500 meters of
concrete quay walls and wharves, as well as
breakwaters, at Ras Al Khair on the east coast.
http://www.zawya.com/mena/en/story/Saudi_Aramco_a
wards_first_contract_for_planned_shipyard_complexTR20170808nL5N1KU4JXX3/
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Saudi Arabia will allow foreign companies to own
engineering services companies in full, without
requiring them to partner with a Saudi-owned
firm, the cabinet announced on Monday night.
The foreign company would need to have existed
for at least 10 years to qualify, the cabinet
statement said. It would also need to be
multinational, with operations in at least four
countries.

http://www.zawya.com/mena/en/story/Saudi_Arabia_to_
allow_full_foreign_ownership_of_engineering_firmsTR20170808nL5N1KU1TRX2/

Saudi's mega projects: Not much spending
expected this year
8 August 2017

The head of Saudi Arabia's only publicly-traded
contracting company has said that he does not
"expect much spending to take place in the
infrastructure program" by the kingdom's
government this year. Fawwaz Al Khodari, the chief
executive of Abdullah Abdul Mohsin Al Khodari
Sons Co, said in an investors' conference call late
that although plans for new mega-projects,
including entirely new cities, were taking shape,
the likelihood is that there will not be much new
activity taking place this year.
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Within the past few weeks, the kingdom has
announced plans for a major resort in the Red Sea
covering 50 islands and 34,000 square meters of
land, as well as the Al Faisaliyah project in Makkah.
This is set to extend the city to the Red Sea coast,
with the addition of a new port, airport, a
government district, Islamic research center, and a
conferences and exhibitions district.
However, Al Khodari said that such projects will
only start to produce work for contractors once
initial tenders are floated. "Hopefully, when they
start being tendered, they will bring some activity
probably in the second half of 2018," he said. "But
for now, for 2017, as has been the first half, the
second half has started also fairly slow," he said.
On June 30, his company revealed a 50 percent
decline in second quarter revenue to 124.7 million
Saudi riyals ($33.25 million), but a 55 percent
reduction in net loss to 25 million riyals. Al Khodari
said losses had been reduced because it had
"slowed down dramatically the activity" taking
place on some of the government-backed projects
it is working on where payments are delayed. "Not
only because the projects are not there, but it's
also because some of the backlog we have, the
allocations of funds in our view do not justify a
speedy execution program."
He said that his firm was continuing to focus on
recurring revenue through operation and
maintenance (O&M) and street cleaning contracts,
and was speeding up diversification efforts in a bid
to win more oil and gas and large-scale industrial
projects. He said that delays in payments to
contractors, as the government re-prioritized it's
spending, has resulted in "significant liquidity
problems facing the contracting industry and a
decline in new project awards".
"However, the government has announced in its
2017 state budget that it will settle private sector
payments with improved billing. This... may be put
into practice once the expected electronic billing
system, which we believe is in the making, will be
activated. From what we have heard, that could
possibly be at [2017] year end."

Backlogs shrinking
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A new Construction Intelligence Report on the
Saudi Arabian market issued this week by Faithful
+ Gould stated that in the 12 months to the end of
March, construction activity as a percentage of the
kingdom's GDP shrank to 6.2 percent - down from
7 percent - as backlogs continued to fall as new
awards dried up. It added that contract awards also
shrank further in the three months to June - down
55 percent quarter-on-quarter to $5 billion.
It blamed a decline in real estate prices - down 10
percent year-on-year - on a lack of private sector
activity and said that many of the awards that have
been made were those with alternative financing
models, such as airport privatizations and
Independent Water and Power Projects (IWPPs).
The General Authority for Civil Aviation, for
instance, has been responsible for almost 30
percent of awards by value in the first half of 2017,
through privatization deals at Saudi airports
including Qassim, Taif, Hail and Yanbu.
David Clifton, regional development director of
Faithful + Gould told Zawya in a phone interview
that alternatively-financed schemes "are going to
be the story of the year" for Saudi Arabia. "I expect
GACA to still come to the table with a bit more in
the aviation sector. If you look historically, the
biggest amount of awards are in the fourth quarter
of the year," he said. "I can see more IWPP stuff
because it's a model that is not too difficult to
implement." He also said that he expected the
delayed Makkah Metro contracts to be awarded,
stating that the economics of funding the scheme
based on passenger use "will work out". "More
people want to do Hajj and Umrah every year. It's
not
getting
smaller,"
he
said.
http://www.zawya.com/mena/en/story/Saudis_mega_pr
ojects_Not_much_spending_expected_this_yearZAWYA20170808061107/

Saudi to press ahead with $7bn JeddahRiyadh rail line within a year
8 August 2017

Saudi Arabia will press ahead with the longdelayed $7bn ‘land bridge’ rail project connecting
Jeddah and Riyadh within the next year, according

STRATEGIC INSIGHT NEWS

to reports. The government previously opted to
build the line in 2011 after a financial agreement
with a consortium was not achieved but there has
been little progress.
The overall project originally included a 958km line
between Jeddah and Riyadh, the upgrade of a
450km line between Riyadh and Dammam and a
second 150km between Dammam and Jubail.
Bashar bin Khaled Al-Malik, chief executive of the
Saudi Railways Company (SAR) told Al-Eqtisadiah
daily that the kingdom had completed most of its
planned railway network in Makkah and the
Northern border regions. He said the MakkahMadinah section of the high-speed Haramain line
would begin commercial operations before the
end of the year and the central and eastern regions
would be linked with a new line.
Other projects including the land bridge and a line
linking the south and west of the kingdom are part
of a strategic plan by SAR and the Public Transport
Authority, according to the official. Operation of
the new projects is expected to come through
public private partnerships with foreign firms
under the build, operate and transfer model as has
been seen with the Haramain line. Al-Malik added
that the cost of travelling on the Haramain line,
which will link Jeddah to Madinah upon
completion, would be competitive compared to
the cost of air travel.
http://gulfbusiness.com/saudi-press-ahead-7bnjeddah-riyadh-rail-line-within-year/

Kratos receives $46.2 million contract for
Saudi Arabian defense services
8 August 2017

Kratos Technology and Training Solutions has
received a $46.2 million contract for training and
technical services in support of the Kingdom of
Saudi Arabia's Vision 2030 defense development
goals. The work from the U.S.-based company will
primarily be conducted in Saudi Arabia and
Orlando, Fla., and is expected to be finished by
August 2020. $15.4 million in foreign military sales
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funding have been obligated upon award of the
contract.
Saudi Arabia's Vision 2030 is a long-term
development program concerning investment,
government services reform and building
domestic defense capabilities. One of the goals is
to localize 50 percent of defense spending in Saudi
Arabia to reduce costs and dependence on foreign
military equipment and boost the Saudi defense
export sector. Key focuses include research,
manufacturing and independent support services
for high-end defense items like aircraft and
ground vehicles.
Saudi Arabia is currently the largest consumer of
U.S. defense exports with over $110 billion in
projected arms sales approved earlier this year.
Their defense buildup and associated U.S. support
is largely based off of Saudi concerns over Iran's
expanding influence in the Middle East and Central
Asia.
https://www.upi.com/DefenseNews/2017/08/08/Kratos-receives-462-millioncontract-for-Saudi-Arabian-defenseservices/6591502202923/

Saudi Arabia’s gross savings 64% in Q1
8 August 2017

Saudi gross domestic savings jumped by 64
percent year-on-year (YoY) to SAR 226.2 billion in
Q1 2017, data compiled by Saudi General
Authority for Statistics showed.
Gross savings to gross domestic product (GDP)
rose to 35.2 percent in the first quarter of the year,
compared to 23.7 percent in the same period last
year. When compared to Q4 2016, gross savings
grew by 43 percent from SAR 158.5 billion.
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Saudi Gross Savings (SAR bln)
Q1
2016
583.11

Q1
2017
642.15

+10%

Foreign net
income

10.31

12.78

+24%

National
income

593.42

654.93

+10%

Net transfers

)42.33(

)37.01(

(13%)

Available
national
income

551.09

617.91

+12%

Final
consumption
expenditure

412.96

391.67

(5%)

Total savings

138.13

226.24

+64%

Savings/GDP

23.69%

35.23%

+12%

GDP

Var.

http://www.argaam.com/en/article/articledetail/id/4996
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Saudi Aramco plans repair work at Abqaiq
field in September
8 August 2017

Saudi Arabian Oil Co. (Saudi Aramco) is planning
minor maintenance work at Abqaiq oilfield next
September, unnamed sources familiar with the
matter told Reuters, without mentioning the
duration of upkeep. The maintenance work is said
to reduce light crude exports. In 2012, the Abqaiq
oilfield produced 400,000 bpd of Arabian Extra
Light crude oil.
http://www.argaam.com/en/article/articledetail/id/4995
91

Saudi ACWA inks power purchase deals in
Egypt
8 August 2017

Riyadh-based ACWA Power has signed three
power purchase agreements with the Government
of Egypt for three solar photovoltaic power plants
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in Benban. Under the deal, which is part of the
Feed-in-Tariff (FiT) program, ACWA Power will
develop, finance, build, and own three
photovoltaic (PV) projects in Northern Aswan with
an aggregate capacity of 165.5 megawatt peak
and total investment of SAR 712.5 million ($190
million), the company said in a statement on
Tuesday.
Once the projects start operations in 2018, they
will power 80,000 houses. Financial closing and
launching construction are expected by the fourth
quarter this year. ACWA Power is partnering with
Tawakol and Hassan Allam Holding, two local
companies on the project.
The Egyptian government and the ministry of
electricity and renewable energy have set a target
of 20 percent of its energy generation from
renewable sources by 2022. The feed-in tariff
program aims to secure an initial generation of
2,000 MW of solar capacity and 2,000 MW of wind
capacity.
Power demand in Egypt has grown 28 percent in
recent years and the Benban PV facility is a key part
of the government’s efforts to meet the rising
needs.
http://www.argaam.com/en/article/articledetail/id/4995
71

Iraq wants to reopen old Saudi crude
exports pipeline - former minister
10 August 2017

Former Iraqi oil minister Ibrahim Bahr Al Olum said
it was necessary for Iraq to regain an old pipeline
that used to export Iraqi crude through Saudi
Arabia, Saudi-owned Al Hayat newspaper reported
on Thursday. "I have discussed this issue before
with the Saudi side," said Bahr Al Olum, who is
currently a member of parliament, adding that he
expected that Riyadh would have a more "positive
response" towards this issue given an improved
political environment between the two major
OPEC producers. Current Iraqi oil minister Jabar
Luaibi is now on an official visit to Saudi Arabia and
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is due to hold bilateral talks with Saudi Minister of
Energy Khalid al-Falih on Thursday.
The Iraqi Pipeline in Saudi Arabia (IPSA) has not
carried Iraqi crude since Saddam Hussein invaded
Kuwait in 1990. The pipeline was confiscated by
Saudi Arabia in 2001 as compensation for debts
owed by Baghdad. Saudi Arabia had used the IPSA
pipeline to transport gas to power plants in the
west of the country for years before test opening
it in 2012, giving Riyadh scope to export more of
its crude should Iran try to block the Strait of
Hormuz.
http://af.reuters.com/article/africaTech/idAFL5N1KW0O
5
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Company Estimates Comparisons
Company

2017 -

2017 -

Q2 (a)

Q2 (e)

93.95

137.95

(31.9%)

YSCC

12.17

53.30

(77.2%)

QACCO

53.20

65.76

(19.1%)

Yanbu

80.48

92.87

(13.3%)

94.94

94.44

0.5%

35.52

71.10

(50.0%)

Saudi

Change

Cement

Cement
Southern
Cement
Arabian
Cement

Saudi cement firms’ Q2 profit misses
estimates by 29%

EPCCO

35.11

41.43

(15.2%)

City

12.36

29.90

(58.7%)

10 August 2017

Cement
1.29

4.00

(67.8%)

HCC

2.66

7.50

(64.5%)

Jouf

10.52

8.00

31.6 %

8.26

14.00

(41.0%)

440.47

620.23

(29.0%)

The aggregate net profit of Saudi cement
producers, amounting to SAR 440.5 million in Q2
2017, fell 29 percent short of average estimates of
SAR 620.2 million, data compiled by Argaam
showed. Yamama Cement Co. reported the
biggest miss of 77 percent, after posting a net
profit of SAR 12.2 million in Q2. Tabuk Cement’s
net earnings also fell shy of forecasts by 68
percent, reporting a net profit of SAR 1.3 million.

Tabuk
Cement

Cement
Northern
Cement
Total

http://www.argaam.com/en/sector-estimates-reportpost-result/3/831

Hail Cement’ net profit missed estimates by 65
percent.
On the positive side, Jouf Cement’s net profit beat
estimates by 32 percent, reporting a net income of
SAR 10.5 million in the same period, compared to
analysts’ forecasts of SAR 8 million. Southern
Province Cement also topped estimates by 1
percent, with a Q2 net profit of SAR 94.9 million.
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Profitability pressures to remain for top
Saudi banks, says Moody’s
10 August 2017

Five of the largest banks in Saudi Arabia could face
further profitability pressures going into 2018 as
lower government spending negatively impacts
the country’s economic growth, Moody's Investors
Service said in a report. A slowdown in economic
growth would in turn dampen credit demand and
weaken corporate – and also consumer –
borrowers' ability to repay debt, the agency added.
The five banks are: National Commercial Bank, Al
Rajhi Bank, Samba Financial Group, Riyad Bank,
and Banque Saudi Fransi.
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“However, the big-5 banks will be able to use their
pricing power to offset these pressures and keep
profit steady over the coming 12 to 18 months,"
Ashraf Madani, vice president-senior analyst at
Moody's, said in the report. Al Rajhi is bestpositioned to maintain its profitability over the
coming quarters, driven by its strong focus on
retail and limited exposure to corporate sector
exposures, Moody’s said. Al Rajhi also benefits
from its large Islamic franchise and low cost retail
deposit base.
“Rising interest rates will offset the impact on
banks' profitability of higher provisions and lower
fees and commissions, allowing them to reprice
floating-rate corporate loans and achieve higher
returns on their investment portfolios,” the report
said.
Moody’s pointed out that Riyad Bank had seen a
strong increase in net interest income in Q1 2017,
despite negative growth in total earning assets.
Credit growth is expected to remain muted, the
agency said. Non-oil GDP is estimated to grow by
2 percent, with credit growth at around 3 percent.
Provisioning costs are expected to rise and fee
income will fall as the economy slows, Moody’s
said. Corporate-focused lenders such as Samba,
BSF, Riyad Bank and NCB are seen as more
vulnerable.
Lower fees, commissions and foreign exchange
(FX) income will be in line with lower trade and FX
volumes, with NCB expected to outperform its
peers. “All five banks have ample liquidity and
strong capital buffers, with all banks reporting Tier
1 capital ratios above 15 percent. These capital
levels by far surpass the minimum regulatory ratio
of 8.5 percent and provide the banks with high
loss-absorption capacity,” Moody’s said.
http://www.argaam.com/en/article/articledetail/id/4999
58
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Saudi's Falih Doesn't Rule Out More Oil
Cuts but Kingdom Won't Take Unilateral
Action: Al Sharq
11 August 2017

Saudi Arabia's Energy Minister Khalid al-Falih does
not rule out another oil production cut but
stressed that the kingdom will not take any
unilateral action, the Saudi-owned Al Sharq Al
Awsat newspaper reported. The prospect of
continued output cuts is on the table, and if any
further action is needed, whether to extend or
change production levels, it will be studied in a
timely manner and agreed upon by all the
producers, the paper cited Falih as saying.
https://money.usnews.com/investing/news/articles/201
7-08-11/saudis-falih-doesnt-rule-out-more-oil-cutsbut-kingdom-wont-take-unilateral-action-alsharq?src=usn_li

Riyadh Dry Port: Triumph built on hard
work, dedication and partnership with
Saudi Railways Organization
12 August 2017

BAAS INTERNATIONAL GROUP (BIG), in its
strategic partnership with Saudi Railways
Organization (SRO) for Management, Operation &
Maintenance of Riyadh Dry Port (RDP) and its
affiliate Rail Container Terminal (RCT) in Dammam,
has handled more than 200,000 TEU’s of import
containers up until July 2017 and an excess of
335,000 TEU’s in 2016. The dry port facility located
in Riyadh, is the only logistics hub in the Kingdom
to achieve an average growth of 9.75% every year
in terms of import volumes since it was taken over
by BIG in March 2012.
On May 28, BIG as Port Contractor for RDP
achieved a unique record, when a total of 1,149
Containers (1,819 TEU’s) were offloaded from 9
wagon trains and again on Aug. 3 BIG delivered
1,159 Containers in a single day.
Import container volumes rose by 19% in 2015 and
BIG handled 362,797 TEU’s as compared to
305,847 in 2014. The terminal has 9 railway tracks
for offloading full import containers and 4 rail
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tracks for loading empty containers. Each train has
57 wagons with a capacity of 228 TEU’s. Riyadh Dry
Port (RDP) has an excellent rail link with King Abdul
Aziz Port-Dammam. RDP is equipped with 16
Straddle Carriers, 13 Reach Stackers, 66 Terminal
Trucks and 12 Empty Handlers.
The Port has separate Reefer area with 400 Reefer
plugs for storage and inspection of Reefer
containers, 4 warehouses for inspection of
containers, LCL area and 4 X-ray machines. The
port operates 24X7 handling an average of 130
trains per month. A record of 1,085 containers was
delivered in a single day and the dwell time of
containers at RDP is only 10 days.
Another key part of BIG’s portfolio is the Dammam
RCT division. The empty containers are received at
RDP and back-loaded to Dammam (RCT) via trains.
BIG’s RCT division receives these empties and
delivers them to agent terminals. In 2016, a total
of 193,000 containers were delivered to shipping
agent terminals.
As port contractor, BIG is credited with
implementing NAVIS N4 2.3 in March 2013 as its
Terminal Operating System (TOS) and SAP-ERP as
its back end. RDP is the only port in the Kingdom
of Saudi Arabia to have integrated both NAVIS and
SAP, both running seamlessly capably supporting
its 24X7 operations. Baas International Group
recently launched an APP on all IOS/Android
phones primarily aimed at tracking container
movements for all containers bound for Riyadh as
their final destination.
In April 2016, Saudi Arabia launched Saudi Vision
2030 — a methodology and road map for
economic and developmental action program
towards steering the Kingdom to a vibrant society
and thriving economy.
One of the key features in the program is to
transform Saudi Arabia’s unique strategic location
into a global hub connecting the three continents
Asia, Europe and Africa. RDP is poised to play a
very important role as it is the only dry port in KSA,
which is well connected by rail link to the Eastern
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Province of Dammam and is in the best position to
handle GCC rail traffic.
Many shipping lines and consignees in Central
Province of the Kingdom prefer to transport their
containers via rail as it is the most convenient,
safest and economical means of transportation.
Al Suweidan said, “Riyadh Dry Port will undergo a
major transformation in the future as we plan to
implement a smart solution program which aims
at redesigning the yard for optimizing container
movements, commissioning new equipment like
RTG’s for maximum utilization of space,
installation of Optical Character Recognition (OCR)
and upgrading NAVIS TOS to the latest version of
3.4. This shows our commitment and dedication
towards a holistic development of Riyadh Dry Port
elevating it to a world class terminal.”
http://saudigazette.com.sa/article/514874/BUSINESS/Bi
g-success-story

Saudi Aramco said to expand gas network
capacity by 2017-end
12 August 2017
Saudi Aramco plans to expand its main network for
natural gas by the end of this year to meet rising
demand, Aleqtisadiah newspaper reported. The
first phase of the project, which aims to support
the industrial and utility sector, will increase
capacity of the gas network to 9.6 billion standard
cubic feet per day by the end of the year. The
second phase will boost the network’s capacity to
12.5 billion standard cubic feet per day in 2020.
Aramco had accelerated the first phase to meet the
scheduled date of operations at Rabigh 2 power
plant so it can avoid burning liquid fuel. The
project is part of the Kingdom’s economy
transformation program, which is aiming to rely on
gas instead of oil for generating electricity,
Aleqtisadiah reported citing Project Manager
Saleh Al Wadie.
http://www.argaam.com/en/article/articledetail/id/5002
08
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Arab bloc won't discriminate against U.S.
firms in Qatar rift - sources
13 August 2017

Four Arab countries that imposed sanctions on
Qatar have told the United States that U.S.
companies doing business with them would not be
punished for also working with Doha, four sources
with knowledge of the matter said. Foreign firms
have become increasingly cautious on their cross
border dealings over concerns they could fall foul
of the region's biggest diplomatic crisis in years.
Saudi Arabia, the United Arab Emirates (UAE),
Egypt and Bahrain sent a letter to U.S. Secretary of
State Rex Tillerson in July reassuring him that U.S.
companies would not be discriminated against as
part of the boycott, according to sources with
knowledge of the letter. The European Union has
been given similar "official ... verbal assurances" by
the UAE, the EU Delegation to the UAE told
Reuters.
In the letter to Tillerson, the four countries said
that they valued and intended to maintain their
relationships with U.S. companies and that those
ties would not be affected by the boycott,
according to a source who has seen the letter. The
U.S. Embassy in Abu Dhabi declined to comment
on the letter. The four Arab states did not
immediately respond to Reuters questions on the
letter. Tillerson made a four-day visit to the region
in July where he met both sides of the dispute and
made proposals to help end the crisis.
The four Arab countries cut diplomatic and trade
links with Qatar on June 5, suspending air and
shipping routes with the world's biggest exporter
of liquefied natural gas and the home to the
region's biggest U.S. military base.
BIG CONTRACTS TO BE WON
UAE Minister of State for Foreign Affairs Anwar
Gargash said on July 17 that the UAE would not ask
foreign companies to choose between doing
business with it or Qatar. That followed comments
from UAE Ambassador to Russia Omar Ghobash to
Britain's Guardian newspaper on June 28 that
companies could be made to choose as part of a
new round of sanctions on Qatar.
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Top U.S. companies have large investments in
countries on both sides of the dispute and there
are big contracts to be won in wealthy Saudi
Arabia, the UAE and Qatar. Saudi Arabia, the
world's largest oil exporter, signed business deals
worth tens of billions of dollars with U.S.
companies during U.S. President Donald Trump's
visit to Riyadh in May.
State-owned airlines in the UAE and Qatar are
leading customers of U.S. planemaker Boeing
(BA.N), and Doha, which will host the 2022 World
Cup, is seeking partners to take part in a huge
expansion of its gas production. Some companies
have taken steps to restructure their Middle East
operations so that Qatar no longer reports to their
regional headquarters, often located in Dubai, in a
bid to avoid any conflict. One of the sources said
that there have been no known incidents of a U.S.
company being discriminated against by the four
Arab countries because of the dispute with Qatar.
http://www.reuters.com/article/us-gulf-qatar-usaexclusiveidUSKCN1AT0EW?feedType=RSS&feedName=topNews
&utm_source=feedburner&utm_medium=feed&utm_ca
mpaign=Feed%3A+reuters%2FtopNews+%28News+%2
F+US+%2F+Top+News%29&utm_content=Yahoo+Sear
ch+Results

IIF forecasts Saudi economy will contract
this year
13 August 2017

Saudi Arabia’s economy is expected to shrink this
year as the kingdom continues to tackle tough
economic conditions linked to the low oil price,
according to the Institute of International Finance
(IIF). In a report released on Thursday, the IIF said
the economy of the world’s largest oil exporter
would contract 0.4 per cent in 2017 before
returning to 2 per cent growth next year. The
forecast follows the kingdom’s first GDP decline
since the financial crisis in the first quarter, when
its economy shrank 0.5 per cent compared to the
previous year.
Similarly to the International Monetary Fund,
which revised its own growth expectations for
Saudi Arabia to “close to zero” last month, the
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institute cited an increase in the Saudi
unemployment rate to 12.3 per cent as one reason
for its forecast. The IIF stressed that reforms would
be needed to create new jobs including efforts to
improve the quality of education and training to
prepare Saudi citizens for the private sector. “The
skill composition of graduates of the educational
system has long been recognized as being out of
line with the demands of the market,” according to
the report.
Based on its forecast of 2-3 per cent non-oil
growth in the kingdom over the next four years,
the IIF said there would not be enough new
positions to absorb new entrants into the labor
market. On average 200,000 new jobs were created
per year between 2010 and 2015, according to the
firm. In recent months, the kingdom has pressed
ahead with efforts to create jobs for citizens.
Among the plans announced by the Ministry of
Labor are to limit jobs in shops selling femalespecific products to Saudi women only and jobs in
grocery stores and shopping malls to Saudi
nationals. It will also introduce stricter
requirements under its Nitaqat classification
system, which categorizes firms based on the
percentage of Saudis in their workforce, in
September.
http://gulfbusiness.com/iif-forecasts-saudi-economywill-contract-year/

MUFG plans Saudi Arabia hires to tap
US$350b privatization
14 August 2017

Mitsubishi UFJ Financial Group Inc is looking to
hire in Saudi Arabia as the lender seeks to benefit
from privatizations valued at more than US$350
billion over the next five years."We are planning to
start expansion in Saudi Arabia by hiring 20
people," Elyas Algaseer, the bank's co-head in the
Middle East and North Africa, said in an interview
in Dubai. "That will go up to 60 in 3 to 5 years in
line with our expectations of the growth in
business." MUFG, as the bank is known, is set to
become the first Japanese lender to start full
banking operations in the world's biggest oil
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exporter after obtaining approval from the
kingdom's central bank. Japan's biggest bank
plans to open the branch in Riyadh as early as next
year, Mr Algaseer said.
Japanese banks are seeking opportunities in Saudi
Arabia as the country pursues a plan to reduce
dependence on oil and diversify its economy
through
public-sector
restructuring
and
infrastructure investment. MUFG may help
underwrite Saudi Arabian Oil Co's planned share
sale in 2018 as it holds a stake in Morgan Stanley,
which was selected as lead underwriter with
JPMorgan Chase & Co, the Nikkei newspaper
reported in February. The sale could raise as much
as US$100 billion in what would be the world's
largest initial public offering.
"Saudi privatization will play the main game in the
region and reshape the kingdom's economy," Mr
Algaseer said, adding that privatizations in the
country could exceed US$350 billion in about five
years. "These of course have large financing
potential and financial institutions such as
ourselves will be positioning to ensure that we are
part of this transition process." MUFG, which
currently manages its Saudi business from Dubai,
was one of the lead arrangers on a US$10 billion
syndicated loan deal with the kingdom's
government last year. The bank also helped Saudi
Arabia raise US$17.5 billion in the biggest-ever
bond sale from an emerging-market nation last
October.
Still, a Saudi-led standoff against Qatar "has
slowed the growth and diversification momentum
since June," Algaseer said. "The geopolitical issues
will continue to restrict the diversification efforts in
the region in the short term. It is very important
currently that the regional political situation gets
clarified." Opening the Gate Algaseer hopes that
deals like Abu Dhabi National Oil Co, which is said
to be considering raising as much as US$7 billion
from the debt markets, could "open the gate for
other transactions." "Before the end of the year, we
could see many deals," he said. "We expect big
deals to go through with many government, stateowned firms announcing and implementing
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privatization, M&A, structured financing and debtfinancing deals."
http://www.businesstimes.com.sg/bankingfinance/mufg-plans-saudi-arabia-hires-to-tap-us350bprivatization

Saudi Aramco to shut down Ras Tanura
unit in October
14 August 2017

Saudi Arabian Oil Co. (Saudi Aramco), the world’s
largest crude exporter, plans to shut its
condensate splitter at the Ras Tanura refinery in
October for a 30-day scheduled maintenance,
Reuters has reported citing unnamed sources. The
splitter has a production capacity of 225,000 bpd,
while Ras Tanura refinery has a production
capacity of 550,000 bpd. The sources said there
was a brief outage at the Petro Rabigh refinery and
it was solved.
http://www.argaam.com/en/article/articledetail/id/5004
45

CB&I Wins Storage Project in Saudi Arabia
14 August 2017

CB&I (CBI) today announced it has been awarded
a contract by Técnicas Reunidas, S.A. for new
product storage tanks that will be part of a clean
fuels expansion project at Saudi Aramco's refinery
in Ras Tanura, Saudi Arabia.
CB&I's
scope
includes
the
engineering,
procurement, fabrication and construction of nine
flat bottom tanks, as well as modifications to
numerous existing tanks, all of which were
previously supplied by CB&I. In support of Saudi
Aramco's In-Kingdom Total Value Add program,
CB&I will provide all fabrication and project
management utilizing its local facilities in AlKhobar. The project will facilitate CB&I's ongoing
efforts to train, develop and employ Saudi Arab
nationals in key positions.
"This award reinforces our global relationship with
Técnicas Reunidas and builds on our nearly 80year history of supporting Saudi Aramco," said
Luke V. Scorsone, Executive Vice President of
28
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CB&I's Fabrication Services operating group.
"Beginning in 1938, CB&I has provided nearly all
of the product storage at the Ras Tanura facility."
https://finance.yahoo.com/news/cb-wins-storageproject-saudi-120000917.html

Red Sea Housing Services and AECOM Sign
MoU to Bring Fast-track Modular
Affordable Housing Solutions to Saudi
Arabia
15 August 2017

Red Sea Housing Services and AECOM signed a
Memorandum of Understanding (MOU) to
collaborate in delivering innovative, modular
affordable housing solutions on fast track basis for
the Saudi Arabian market.
The MOU was signed between RED SEA HOUSING
SERVICES COMPANY FZE (DUBAI) and AECOM
MIDDLE EAST LIMITED on Saturday, 12th August,
2017. While Red Sea Housing Services (RSH) will
manufacture and deliver the modular building
units from its factory, AECOM will undertake the
responsibility for designing, engineering, planning,
and project managing these housing projects.
Red Sea Housing Services' CEO, William Ali Mills
stated that, "The collaboration between RSHS and
AECOM will provide an ideal platform to deliver
quality homes in The Kingdom in a fast and
efficient manner using our state-of-the-art
technology, at affordable prices."
This engagement brings together Red Sea
Housing's modular construction expertise - an
innovative building technique that dramatically
reduces construction time and delivers buildings at
the highest levels of quality, with AECOM's
expertise in sustainable and energy efficient
construction solutions. Jointly the companies look
to tackle the rising affordable housing crisis.
Currently, the companies have signed a 12-month
MOU with the main objective of exploring housing
opportunities presented by the Ministry of
Housing in Saudi Arabia.
https://finance.yahoo.com/news/red-sea-housingservices-aecom-091200476.html
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Saudis to reduce foreign workforce across
the country
14 August 2017
Saudi Arabia has decided to reduce the foreign
workforce across the country, Anadolu reported
on Sunday. Jobs in at least 12 sectors, including
hotels and tourism, will be affected. The decision
came after a similar move in retail, communication
and insurance to “Saudi-ise” the workforce.
According to Abdullah Al-Tawi, the deputy
assistant to the Governor of Makkah and the
person responsible for development affairs, it has
been decided to concentrate on hotels and
tourism initially as they are the most obvious
sectors in the holy city with jobs filled by nonSaudi citizens. He did not mention which other
sectors will be affected.
The General Committee for Tourism and National
Heritage in Saudi Arabia announced last week that
work in the departments which provide tourist
visas is now dedicated exclusively to Saudi citizens.
In March, the Ministry of Employment in Riyadh
signed contracts to employ 2,200 Saudi citizens in
macro-companies in the tourism sector. A further
33,000 jobs are planned to be filled by Saudis in
this sector by the end of 2018. The move to reduce
the foreign workforce is part of the 2020 Saudi
Economic Plan which is considered to be of the
most important bases of the 2030 National Vision.
The latest statistics show that unemployment
increased to 12.7 per cent in the first quarter of this
year, compared to 12.3 per cent at the end of last
year.
https://www.middleeastmonitor.com/20170814-saudisto-reduce-foreign-workforce-across-the-country/

Saudi Arabia reports higher oil revenue
14 August 2017

Second quarter oil revenue was up nearly 30
percent from last year on the back of general
improvements in the energy market, the Saudi
government reported. Saudi Arabia is the largest
producer in the Organization of Petroleum
Exporting Countries. It told OPEC economists last
month that production was around 10 million
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barrels per day, an increase of about a half percent
from the average during the second quarter, but
still lower than the first quarter.
Saudi Arabia is leading in terms of production cuts
outlined in an OPEC-led effort to ease the supplyside strains that pushed oil prices below $30 per
barrel last year. Global oil inventories are still
above the five-year average and the price for Brent
crude oil, the global benchmark, was at $51.70
early Monday.
The Saudi Ministry of Finance said oil revenue for
the second quarter was around $269 billion, a
growth rate of 28 percent from the same time last
year. The government attributed the gains to
improved crude oil prices for the global market.
The price for Brent is about $4.40 per barrel, or
about 9 percent, higher than this time last year.
Saudi Arabia has adopted a "whatever it takes"
stance on the effort to balance the market. Officials
issued a joint statement with Iraq last week that
restated their full commitment to the OPEC-led
effort to trim production until the markets reach a
target level that would indicate balance. The
official news agency said the kingdom was eager
to export petroleum and petrochemicals to Iraq
and "increase trade exchange at all levels."
OPEC economists said domestic oil requirements
in Saudi Arabia declined 3 percent from last year
as natural gas expands in the nation's energy mix.
Total revenues, meanwhile, of $820 billion marked
an increase of 29 percent from last year. Non-oil
revenue was reported at $16 billion.
The Vision 2030 economic agenda aims to boost
Saudi Arabia's non-oil revenue and the
government aims to spend between $30 billion
and $50 billion on renewable energy by 2023, the
year by which Riyadh intends to produce around
10 gigawatts of electricity from solar, wind and
geothermal power.
Saudi Finance Minister Mohammad al-Jadaan said
second quarter figures show economic reforms are
working. "These reforms have contributed to
creating more non-oil revenues and the
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improvement of spending efficiency leading to a
fiscal balance as a strategic objective in the
medium term which is positively reflected on the
economy of the homeland and the welfare of its
citizens," he said in a statement.
https://www.upi.com/Energy-News/2017/08/14/SaudiArabia-reports-higher-oil-revenue/3891502713788/

Iraqi Shiite cleric’s Saudi, UAE trips show
Gulf realpolitik
15 August 2017

An influential Iraqi Shiite cleric, notorious for his
followers’ deadly attacks on U.S. troops in Iraq over
a decade ago and thought at times to have ties to
Iran, has two new stamps in his passport — from
the two fiercest Sunni critics of Tehran in the Gulf.
Muqtada al-Sadr’s trips to Saudi Arabia and the
United Arab Emirates come as the two nations
want to limit Iran’s influence in the wider Middle
East, especially with Iranian-backed Shiite militias
leading the fight against the Islamic State group
on Iraqi battlefields.
Meanwhile, the chameleonic cleric hopes to
cement his own standing ahead of Iraq’s
parliamentary elections next year, part of his
makeover from a militia warlord whose fighters
battled American forces to an Iraqi nationalist who
can fill Baghdad’s streets with his protesting
followers. How far any possible alliance between
al-Sadr and the Gulf Arab countries could go
remains to be seen, though photos of the blackturbaned Shiite cleric meeting with Sunni rulers
already has stirred speculation in Iran.
“Why has Muqtada al-Sadr sold himself to the Al
Saud?” the hard-line Iranian newspaper Keyhan
bluntly asked after his visit, referring to Saudi
Arabia’s royal family. The paper also warned that if
al-Sadr continued on this path, “his popularity will
fall and he will become an isolated person.” Such
harsh criticism from Iran would have been
unthinkable in the years immediately following the
2003 U.S.-led invasion of Iraq.
While Sunni Muslims represent the world’s
principal branch of Islam, Shiites are the majority
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in Iraq. Neighboring Iran has had a government
overseen by Shiite clerics since its 1979 Islamic
Revolution. Saddam Hussein’s Sunni-dominated
government massacred Shiites after the 1991 Gulf
War and continued imprisoning, torturing and
executing others up to his overthrow.
Al-Sadr, the son of a prominent Shiite cleric
assassinated in a 1999 attack believed to be
organized by Saddam, quickly organized Shiite
dispossessed under Saddam against the American
occupation. “The little serpent has left and the
great serpent has come,” al-Sadr told CBS News’
“60 Minutes” program in 2003. Saddam loyalists
and Shiite extremists alike would soon fight an
insurgency against the American forces. Al-Sadr’s
Mahdi Army militia fought American forces
throughout much of 2004 in Baghdad and other
cities.
Al-Sadr’s forces are believed to have later taken
part in the sectarian killings between Shiites and
Sunnis that plagued Iraq for several years after the
bombing of one of the holiest sites in Shiite Islam.
Al-Sadr left for Qom, a holy Shiite city in Iran, for
religious studies around the time that his forces
accepted a cease-fire in the 2008 battle of Basra,
in southern Iraq. Since that time much has
changed.
Al-Sadr’s followers have taken part in Iraqi military
offensives against the Islamic State group in Tikrit
and other cities. He has organized rallies against
government corruption, including breaching the
fortified Green Zone in Baghdad, the highly secure
area housing government offices and many
foreign embassies.
On July 30, al-Sadr traveled to Saudi Arabia to
meet with Crown Prince Mohammed bin Salman,
the next in line to the throne. The state-run Saudi
Press Agency published a photograph of King
Salman’s son smiling next to the cleric, only saying
the two “reviewed the Saudi-Iraqi relations and a
number of issues of mutual interest.”
In the UAE, al-Sadr met on Sunday with Sheikh
Mohammed bin Zayed Al Nayhan, Abu Dhabi’s
powerful crown prince, and other officials.
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“Experience has taught us to always call for what
brings Arabs and Muslims together, and to reject
the advocates of division,” Sheikh Mohammed said
in a statement carried on the state-run WAM news
agency. Anwar Gargash, the Emirati minister of
state for foreign affairs, tweeted after the meeting
that it was part of an effort to “build bridges”
between the Gulf Arab nations and Iraq. “Our
ambition is to see a prosperous, stable Arab Iraq,”
Gargash wrote. “The challenge is great and the
prize is bigger.” Using “Arab” to describe Iraq is no
accident for the UAE, which opposed the 2003
American invasion. Both the UAE and Saudi Arabia
want to limit Shiite-ruled Iran’s power in Iraq.
“There are serious questions about how to help
encourage Iraqi stability and minimize Iranian
influence in the country,” said Lori Plotkin
Boghardt, a former U.S. intelligence official who
now is a fellow at The Washington Institute for
Near East Policy. “Building ties with someone like
al-Sadr is part of the Saudis’ and Emiratis’ answer
to this.” One of the biggest question marks ahead
for Iraq is what happens after the war against the
Islamic State group.
Shiite militias advised by members of Iran’s
paramilitary Revolutionary Guard have proved to
be among the most effective ground forces in the
fight against IS. Disarming or incorporating the
groups into existing security forces likely would be
a major challenge for the national government.
Al-Sadr, already a respected Shiite cleric with a
massive base of followers, demanded in March
that Shiite militias disband, saying only Iraqi
national forces should hold territory in the country.
Though many among the militias disagree, saying
they have proven their credentials in battle against
IS, al-Sadr’s stand could provide Baghdad with the
cover it needs to do so. “This would be, of course,
music to the Gulf countries’ ears,” said Fanar
Haddad, a senior research fellow at the Middle East
Institute at the National University of Singapore.
For al-Sadr, whose loyalists represent one of the
biggest blocs in Iraq’s parliament, his foreign trips
burnish his credentials as an Iraqi leader. However,
it remains unclear what he wants — and whether
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any tilt toward the Sunni Gulf countries truly would
represent a total break with Iran for the Iraqi
nationalist. “It shows he has options,” Haddad said.
http://ktar.com/story/1695050/iraqi-shiite-clerics-saudiuae-trips-show-gulf-realpolitik/

SEDCO Capital launches new investment
strategy
15 August 2017

SEDCO Capital, one of the largest asset managers
in Saudi Arabia, has launched a new investment
strategy called Prudent Ethical Investing (PEI) that
integrates its Shariah-compliant investment
approach with ethical investing. PEI stresses the
importance of due diligence and transparency
around investment structures, processes and
reporting while also integrating the analysis of
environmental, social and governance criteria in
the investment process. The strategy seeks to
avoid high financial risk and aims to enhance longterm risk-adjusted returns.
Hasan Al Jabri, CEO of SEDCO Capital, said: “We
have pioneered a Prudent Ethical Investment
approach that ensures we invest in companies that
have strong governance, clear structures, and a
prudent level of leverage. In short, while we target
strong returns and performance, we ensure that
our investments benefit society, comply with
Shariah and ESG investment principles, while
avoiding excessive leverage and non-transparent
investment structures.”
Al Jabri, who has been developing the PEI
approach since 2013, recently oversaw the
publication of a seminal SEDCO Capital white
paper entitled ‘How can Responsible Investors
Benefit from Islamic Criteria?’ which looked at the
performance of responsible investments, Islamic
investments and unconstrained portfolios across
the US, Europe and Asian equity markets.
The research showed that Shariah-compliant
portfolios have outperformed unconstrained and
responsible investment strategies over the last
decade on an absolute return and risk-adjusted
basis across all analyzed markets.
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Christian Gueckel, Chief Risk Officer at SEDCO
Capital and author of the white paper, said: “Our
analysis has shown that sector exclusions and
balance sheet constraints cause a distinct return
profile for Islamic portfolios. The lower financial
leverage and better cash conversion result in a bias
to quality and growth which adds a prudence
element to Islamic portfolios. Our results show
clearly that responsible and unrestricted investors
would have performed better using Islamic
criteria.”
SEDCO Capital was the first Saudi asset manager
and the first fully sharia compliant asset manager
to become a signatory of the United Nations
Principles of Responsible Investing (UNPRI), an
initiative started by former UN Secretary General
Kofi Annan. This principle-based framework called
for the incorporation of environmental, social and
governance variables when analyzing risk for any
investment.
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from a better understanding of how our
investment methodology will meet both their
performance requirements as well as ESG and
responsible investment principles.”
SEDCO Capital has seen a sharp rise in the number
of investors seeking out its PEI investment
products. International investors can choose from
over 14 SEDCO Capital Sharia-compliant
investment strategies in Luxembourg with total
AUMs of $1.8bn. Shariah-compliant asset
managers are now recognized globally as
providing exceptionally strong platforms. Link to
the
white
paper:
https://papers.ssrn.com/sol3/papers.cfm?abstract
_id=2918849
http://saudigazette.com.sa/article/515022/BUSINESS/SE
DCO-Capital

Saudi establishes
military industries

new

authority

for

The global financial crisis in 2007 highlighted the
downside of excessive leverage and the robustness
of the Shariah investment universe, which proved
sturdier and less volatile to market conditions and
shocks. SEDCO Capital’s white paper found that
over the analyzed period from 2006 to 2016, the
global Islamic portfolio outperformed the global
conventional portfolio by an annualized three
percentage points and its Sharpe ratio improved
by more than 40%.
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The trend towards ethical investing which focuses
on ESG (environmentally friendly, socially
responsible and governance driven) investing has
been on the rise over the past decade. SEDCO
Capital’s research paper shows how both ethical
and Shariah-compliant investment can embrace a
sustainable economic development model and
how these two forces have been merged to create
the new concept of PEI. SEDCO Capital has set the
standard for this investment approach and in
demonstration of its appeal, it is now seeing global
partners follow its lead.

The authority will have legal rights and “financial
and administrative independence”, the report
stated. Its board of directors will be headed by
Prince Mohammed bin Salman with members
including the minister of energy, industry and
mineral resources; the minister of finance; the
minister of commerce and industry; the chairman
of the board of the Saudi Company for Military
Industries; representatives from the ministries of
defense, interior and national guard; and three
experts in the field, the report added.

“We now see PEI as a pathway to propel our
business forward with new partners and new
projects,” said Al Jabri. “Our partners will benefit
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Saudi Arabia has established a new authority to
organise the military industries sector, develop
and control its performance, the official Saudi
Press Agency (SPA) reported. During a cabinet
meeting chaired by Saudi Crown Prince
Mohammed bin Salman in Jeddah on Monday, the
Council of Ministers instructed the establishment
of the General Authority for Military Industries.

The creation of the new authority comes after
Saudi’s Public Investment Fund (PIF) announced
the launch of a state-owned military industrial
company in May, which aims to contribute more
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than SAR14bn to the kingdom’s gross domestic
product by 2030. The new Saudi Arabian Military
Industries will seek to provide over 40,000 jobs by
2030, the PIF said in a statement.
Meanwhile the new General Authority for Military
Industries has been handed 11 tasks, the SPA said.
They include –
1. Proposing policies, strategies and regulations
relevant to the military industries sector and
complementary industries
2. Managing the military procurement operations
of arms, ammunition, equipment, supplies,
military uniforms, maintenance and operation
contracts for arming the security and military
authorities in the kingdom and participating in
the examination and acceptance of products
and services to ensure compliance with the
required specifications
3. Issuing manufacturing licenses for the public
and private sectors, local and external, for the
establishment of military industries and
complementary industries in the kingdom and
establishing the relevant controls and
procedures
4. Setting specifications for military industries
and complementary industries
5. Establishing monitoring mechanisms for the
military industry sector and its complementary
industries and following up their application
6. Managing and developing the economic
balance program for the military industries and
negotiating with foreign companies to transfer
technology and increase local content
7. Managing all research and development
operations in the military industries, including
the allocation of research and development
budgets,
technology
transfer
and
management of research and development
projects, utilizing research centers and
universities – internal and external – and
establishing research centers as needed
8. Coordinating with the relevant authorities to
match the outputs of education and technical
training with the needs of the military
industries sector and working to attract
technical expertise to the industry
9. Developing incentives for the development of
the military industry sector
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10. Supporting local manufacturers by transferring
technology, taking into account the
distribution of projects among local
companies, promoting the sector internally
and
externally,
contributing
to
the
rehabilitation of local manufacturers, providing
infrastructure and supporting the export of
domestic military products
11. Building strategic partnerships with the public
and private sectors locally and internationally
to achieve their objectives.
http://gulfbusiness.com/saudi-establishes-newauthority-military-industries/

With a Wary Eye on Iran, Saudi and Iraqi
Leaders Draw Closer
16 August 2017

It was an unusual meeting: An Iraqi Shi'ite Muslim
cleric openly hostile to the United States sat in a
palace sipping juice at the invitation of the Crown
Prince of Saudi Arabia, the Sunni kingdom that is
Washington's main ally in the Middle East. For all
the implausibility, the motivations for the July 30
gathering in Jeddah between Moqtada al-Sadr and
Crown Prince Mohammed bin Salman run deep,
and center on a shared interest in countering
Iranian influence in Iraq.
For Sadr, who has a large following among the
poor in Baghdad and southern Iraqi cities, it was
part of efforts to bolster his Arab and nationalist
image ahead of elections where he faces Shi'ite
rivals close to Iran. For the newly elevated heir to
the throne of conservative Saudi Arabia, the
meeting - and talks with Iraqi Prime Minister
Haider al-Abadi in June - is an attempt to build
alliances with Iraqi Shi'ite leaders in order to roll
back Iranian influence.
"Sadr's visit to Saudi Arabia is a bold shift of his
policy to deliver a message to regional, influential
Sunni states that not all Shi'ite groups carry the
label 'Made in Iran'," said Baghdad-based analyst
Ahmed Younis. This policy has assumed greater
prominence now that Islamic State has been driven
back in northern Iraq, giving politicians time to
focus on domestic issues ahead of provincial
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council elections in September and a
parliamentary vote next year. "This is both a
tactical and strategic move by Sadr. He wants to
play the Saudis off against the Iranians, shake
down both sides for money and diplomatic cover,"
said Ali Khedery, who was a special assistant to five
U.S. ambassadors in Iraq.
"NECESSARY EVIL"
Ultimately, Sadr seeks a leadership role in Iraq that
would allow him to shape events without
becoming embroiled in daily administration, which
could erode his popularity, diplomats and analysts
say. Such a role - religious guide and political
kingmaker - would fit with the patriarchal status
the Sadr religious dynasty has for many Shi'ite
Arabs in Iraq, Lebanon, Kuwait and Bahrain.
Days after the Jeddah meeting, Sadr met Sheikh
Mohammed bin Zayed al-Nahayan, Crown Prince
of Abu Dhabi, who has also taken an assertive line
against Tehran, the dominant foreign power in Iraq
since the 2003 U.S. invasion ended Sunni minority
rule. Iran has since increased its regional influence,
with its forces and allied militias spearheading the
fight against Islamic State in Iraq and Syria and
holding sway in Baghdad.
For Saudi Arabia, which sees itself as the bastion of
Sunni Islam, less Iranian influence in Iraq would be
a big win in a rivalry that underpins conflict across
the Middle East. "There are plans to secure peace
and reject sectarianism in the region," Sadr told
the Saudi-owned Asharq al-Awsat newspaper last
week, saying that it was "necessary to bring Iraq
back into the Arab fold".
When asked what Saudi Arabia hoped to achieve
with Sadr's recent visit to the Kingdom and the
UAE, a Saudi official at the Saudi embassy in
Washington said: "Saudi Arabia hopes to
encourage Iraqis to work together to build a
strong resilient and independent state. With that
in mind, it will reach out to any party who could
contribute to achieving that goal."
Washington
supports
the
Saudi-Iraq
rapprochement, but the embracing of Sadr raises
questions about whether it sees a man known for
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his anti-Americanism as a reliable figure. "It is
perhaps close to a necessary evil," a U.S. official
said of the visit, although he said it was a "very
uncomfortable position for us to be in" due to
Sadr's anti-Americanism, which had led to the
deaths of U.S. citizens. "His visits to the region, and
broadly the high-profile visits by Iraq, those things
broadly are good, in that they get Iraq facing the
Gulf nations and they help to turn their attention
away from Iran," the official said. A second U.S.
official said that Washington viewed the visits
positively, "not because we're Sadr fans but
because we've been pushing Saudi Arabia to mend
fences and open gates with Iraq".
LIMITED INFLUENCE
A politician close to Sadr said the Jeddah meeting
was aimed at building confidence and toning
down sectarian rhetoric between the two
countries. The rapprochement is "a careful testing
of the waters with the Abadi government and
some of the Shia centers of influence like Sadr and
the interior minister," said Ali Shihabi, executive
director of the Washington-based Arabia
Foundation.
How far detente can go is unclear: Iran has huge
political, military and economic influence in Iraq.
Saudi Arabia is playing catch-up, having reopened
an embassy in Baghdad only in 2015 after a 25year break caused by the Iraqi invasion of Kuwait.
Whatever the Saudis and Gulf states do, "Iran will
stay the key player in Iraq for at least the next 10
years," said Wathiq al-Hashimi, chairman of the
Iraqi Group for Strategic Studies think-tank.
Khedery said Saudi Arabia and the other Gulf
states were not skilled at exerting external
influence. "They usually just throw money at issues
and the beneficiaries of that largesse become very,
very wealthy and that's it," he said. The Iranians in
Iraq offered intelligence, diplomatic support and
cash and wielded "big sticks" against anyone
stepping out of line, he said.
Still, the Jeddah meeting has produced practical
results. Sadr's office said there was an agreement
to study investment in Shi'ite regions of southern
Iraq. Riyadh will also consider opening a consulate
in Iraq's holy Shi'ite city of Najaf, Sadr's base. Saudi
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Arabia would donate $10 million to help Iraqis
displaced by the war on Islamic State in Iraq, Sadr
said, while Iraq's oil minister said Riyadh had
discussed building hospitals in Basra and Baghdad.
After the Saudi trip, Sadr again urged the Iraqi
government to dismantle the Tehran-backed
Shi'ite paramilitary groups involved in the fight
against Islamic State - a theme that is expected to
become a top election issue. A source from Sadr's
armed group told Reuters that after the visit orders
were issued to remove anti-Saudi banners from its
headquarters, vehicles and streets.

Iraqis travel to the kingdom, especially for
pilgrimages, Iraq's transport ministry said.

Sadr had called on the Saudis to "stop hostile
speeches by fanatical hardline clerics who describe
Shi'ites as infidels," and Crown Prince Mohammed
had promised efforts toward this, the politician
close to Sadr said. It remains to be seen how far
Saudi Arabia can prevent anti-Shi'ite outbursts by
its media or on social media, since Wahhabism, the
kingdom's official ultra-conservative Sunni Muslim
school, regards Shi'ism as heretical. But the Saudi
minister of state for Gulf affairs, Thamer al-Subhan,
called for tolerance after greeting Sadr, using
Twitter to decry "Sunni extremism and Shi'ite
extremism". Saudi Arabia this week cracked down
on Twitter users, including a radical Sunni cleric
who published insulting comments about Shi'ites.

https://www.usnews.com/news/world/articles/2017-0816/with-a-wary-eye-on-iran-saudi-and-iraqi-leadersdraw-closer?int=news-rec

WIDER RAPPROCHEMENT
As part of the wider detente, Iraq and Saudi Arabia
announced last month they are setting up a
council to upgrade strategic relations. The Saudi
cabinet has approved a joint trade commission to
look at investment while a Saudi daily reported the
countries planned to reopen a border crossing
shut for more than 25 years - a point raised by Sadr
on his visit.
Brett McGurk, U.S. special envoy for the coalition
against Islamic State, tweeted earlier on
Wednesday that he had visited the Iraq-Saudi
border: "Closed since '90. ISIS attacked in '15.
Today: secure, re-open, bustling w/1200 pilgrims
per day."
Another sign of rapprochement is an agreement to
increase direct flights to a daily basis. Iraqi Airways
hopes to reopen offices in Saudi airports to help
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Then there is coordination on energy policy. As
OPEC producers, the two cooperated in November
to support oil prices. Their energy ministers
discussed bilateral cooperation and investment
last week. Iranian reaction to the meetings has
been minimal. "Iraqi personalities and officials do
not need our permission to travel outside of Iraq
or to report to us," foreign ministry spokesman
Bahram Qasemi said last week, according to the
semi-official Fars news agency.

Saudi Arabia is moving to rein in its
religious police. Sort of.
16 August 2017

Early last month, the Saudi parliament held a biting
public constitutional debate about enforcing
Islamic law, one with far-reaching implications for
how the kingdom is governed. The argument was
part of a larger struggle over subduing the Hay’a,
the body (often referred to as the “Religious
Police”) that enforces moral and religious values in
public places.
In Saudi Arabia now, foreign policy debates are
monitored and dissenting opinions squelched.
Religious debates are much more freewheeling
and wide open. The religious police being
rendered toothless or even abolished? The first has
happened; the Hay’a no longer has police powers.
The second seems unlikely because it may be
unnecessary, but it is under discussion.
Since the early decades of the Saudi state, the
Hay’a, whose full name is generally translated as
the “Committee for Promoting Virtue and
Combating Vice,” enforced its interpretation of
Islamic strictures on public behavior. Its personnel
are sometimes known as mutaww’in, or
volunteers. They have prevented vice with
enthusiasm, focusing to varying degrees over the
years on mixed-gender gatherings, the closure of
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business places during prayer times and honest
practices in public markets.
The Hay’a is best known internationally for
enforcing strict dress codes for women, sometimes
with force. It has also taken the first part of its
mission — promoting virtue — seriously by
distributing religious materials. Most recently, the
Hay’a made international headlines by tracking
down a woman who appeared in a video wearing
a short skirt in a public place. It appears that she
was delivered to the regular police and public
prosecution, who declined to pursue a case.
But despite its title of “Committee” and its
designation as “Volunteers,” the Hay’a is a highly
bureaucratized official autonomous body attached
to the cabinet. It presents itself as being deputized
by the ruler to carry out his duties to enforce
Islamic law; it also cites a series of official
regulations for the nature of its authority and
structure. But while it feels deputized by the ruler,
Hay’a members act in accordance with their own
understanding of what sharia requires, sometimes
even coming under criticism from pious
supporters as going too far.
A year ago, Saudi authorities clipped the Hay’a’s
wings quite short — it can nag but no longer
police. Saudis report that the all-visible institution
has become less visible. Even when it is seen, it
seems far less relevant to the public life it had
regulated to various degrees for decades.
These past few months, rumors have been rife that
the Hay’a’s days are numbered. Before a recent
visit to Saudi Arabia, I was told jokingly that I may
not find it by the time I arrived. No move has yet
been made, but in July, the Saudi Consultative
Assembly — a body that does not have full
legislative authority but does review and discuss
policy and public administration — debated a
recommendation that the Hay’a be folded in to the
ministry of Islamic affairs. The Interior Ministry is
also mentioned as a possible host for the body.
Such steps would be a serious bureaucratic
demotion for the Hay’a, which has enjoyed
considerable autonomy as a free-standing body.
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The parliamentary debate hardly determined the
fate of the Hay’a. But it is a mark that such
discussions have become fully public in Saudi
Arabia, which is sharply polarized about the Hay’a
— and about the role of religion in Saudi society
and in public life more generally.
For some, the Hay’a is necessary to maintain order
and public morality; for others, it is a retrograde
body that has a history of enforcing rules in a
thuggish manner. Those who live in Saudi Arabia
have experienced significant variations in the
Hay’a’s role and presence — but rarely has its
existence been up for discussion.
The Saudi state seems to be consolidating itself.
The country’s rulers are rearranging fiefdoms to
suit their needs, bringing others to heel, and
increasingly, abolition is discussed. Such a drastic
step would be a surprising departure. The Hay’a
has a constituency in support of its work. Its
personnel are drawn from pious parts of Saudi
society whose influence has diminished over state
policy but who still might be seen as costly to
alienate totally by depriving them of their jobs.
But if the Hay’a clings to life, the role of sharia in
the Saudi state is likely to undergo significant
changes. Some leading Saudi scholars have
suggested that the Hay’a needs to be careful to
implement only those interpretations of Islamic
law that have been settled among scholars and
endorsed by the rulers.
Others have gone further, suggesting arguments
that would extend the restrictions from the Hay’a
to the judiciary. One assembly member said that in
any matter on which scholars do not agree, only
the ruler can decide which interpretation will be
enforced — and he does not think much of the
idea of the ruler deputizing others (such as police
or judges) to decide which interpretation of Islamic
law should prevail.
The range of issues on which scholars all disagree
is, of course, limited. In that sense, almost all the
law in force would be that which the king had
decreed. Should such views prevail more broadly,
sharia will not disappear from public life, but the
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system in which Saudi judges and other officials
are granted leeway to act in accordance with their
own scholarship and interpretations is clearly
eroding.
Nathan J. Brown is a professor of political science
and international affairs and director of the
Institute for Middle East Studies at George
Washington University. He is a nonresident senior
fellow at the Carnegie Endowment for
International Peace.
https://www.washingtonpost.com/news/monkeycage/wp/2017/08/16/saudi-arabia-is-moving-to-reinin-its-religious-police-sort-of/?utm_term=.718d6ca9f85f

Royal Dutch Shell Completes SADAF Stake
Sale to Sabic for $820 Mln
16 August 2017

Royal Dutch Shell (RDS.A) said on Wednesday it
has completed the sale of its 50% share in SADAF,
the petrochemicals joint venture, located in Al
Jubail, Saudi Arabia, to SABIC for $820 million. The
completion of the sale, part of its $30 billion
divestment program, followed anti-trust filings in
relevant countries and regulatory approval from
Saudi Arabia. The oil major said the move would
allow it to focus on its downstream activities and
make selective investments to support the growth
of its global chemicals business, adding that this
deal does not impact Shell's other interests in
Saudi Arabia.
http://m.nasdaq.com/article/royal-dutch-shellcompletes-sadaf-stake-sale-to-sabic-for-820-mlncm832985

Saudi Aramco gets bids
Hawiyah gas plant: sources

to

expand

16 August 2017

Saudi Aramco has received bids from international
engineering firms to expand the Hawiyah gas
plant, industry sources said. They said the
companies that submitted their proposals, on
Sunday, were: South Korean Samsung Engineering,
Spain's Tecnicas Reunidas, Taiwan's CTCI, Italy's
Saipem, Britain's Petrofac, India's Larsen & Toubro
(L&T). South Korea's Hyundai Engineering and
37

18 August 2017

Hyundai Development Co Engineering &
Construction (HDEC) bid together as a consortium.
Saudi Aramco said it would not comment as did
Hyundai and Petrofac. Tecnicas Reunidas was not
available for comment. L&T and Samsung
Engineering confirmed to Reuters they bid for the
project.
Aramco plans to expand the processing capacity at
Hawiyah by 1.3 billion standard cubic feet per day
(scfd). It currently processes 2.5 billion scfd of gas.
Companies will submit bids next week to build gas
compression stations at Haradh and Hawiyah. The
expansion of the Hawiyah gas plant and the new
gas compression stations at Haradh and Hawiyah
is expected to cost more than $4 billion, industry
sources estimated. Hawiyah and Haradh are part
of Ghawar, the world's largest onshore oilfield.
Raising gas production is key to Saudi Arabia's
plan to diversify its energy mix by cutting the use
of crude oil and liquids for power generation while
allocating more gas to other industries it aims to
develop. Despite falling oil prices, Saudi Aramco is
pushing ahead with oil and gas projects that it has
highlighted as a priority for the long term to keep
the world well supplied with oil while meeting gas
demand domestically. It plans to nearly double
gas production to 23 billion standard cubic feet a
day in the next decade.
Its CEO Amin Nasser said last month the firm plans
to invest more than $300 billion over the coming
decade to reinforce its pre-eminent position in oil,
maintain spare oil production capacity, and pursue
a large exploration and production program
centering on conventional and unconventional gas
resources. But apart from those targets, Aramco
also aims to enhance its long-term revenues by
building a diversified growth platform and through
international gas opportunities, it said last week in
a statement in its internal publication, the Arabian
Sun.
http://www.reuters.com/article/us-aramco-hawiyahidUSKCN1AW1EL
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Dow Chemical, Saudi Aramco JV Sadara
Commissions Last Plant

18 August 2017

https://finance.yahoo.com/news/dow-chemical-saudiaramco-jv-105810246.html

16 August 2017

The joint venture of Dow Chemical DOW and Saudi
Arabian Oil Company (Saudi Aramco), Sadara
Chemical Company, has
completed the
commissioning of the last of its 26 plants, marking
an important milestone for the massive chemicals
facility in Jubail, Saudi Arabia. The last plant is the
region’s first isocyanates facility.
Sadara is the world’s biggest integrated chemicals
complex built in a single phase. The facility
comprises of flexible cracking capabilities and is
expected to manufacture over 3 million tons of
high-value performance plastics and specialty
chemical products annually.
The last commissioned plant is an isocyanates
section currently making crude quantities of
toluene di isocyanate (“TDI”) and other specialty
chemicals. The TDI section is comprised of three
integrated units producing di nitro toluene
(“DNT”), toluene di amine (“TDA”) and toluene di
isocyanate (“TDI”). TDI is primarily used in making
flexible polyurethane foam for furniture,
mattresses, cushioning and car seats and also has
other industrial uses. The TDI unit commenced
production this week while the DNT and TDA units
started operations in April.
The isocyanates section also includes a facility
producing polymeric methylene di phenyl di
isocyanate (“PMDI”) that started making
commercial quantities in early June. Sadara is also
producing another important polyurethane
precursor, polyether polyols. The polyols facility
came online in late July.
The Sadara complex started the operations of its
mixed feed cracker – the heart of its operations
- in Aug 2016. Its four polyethylene production
units came onstream between late 2015 and early
2017. Saudi Arabia aims to diversify the economy
with the inclusion of Sadara, which will add value
to the existing petroleum reserves and
manufacture chemicals that are not currently
produced in the Middle East. Moreover, Sadara will
increase employment in the region.
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Raising SIDF’s capital by SAR 25 bln is part
of Vision 2030, says Al-Falih
16 August 2017

Saudi Arabia’s government has been providing
continuous support the Saudi Industrial
Development Fund (SIDF) and paying close
attention to the development of industry in the
Kingdom, energy minister Khalid Al-Falih said in a
statement.
Almost a year ago, the cabinet
approved raising SIDF’s capital by SAR 25 billion to
SAR 65 billion, in order to support the industrial
development and to help finance the Kingdom's
entry into new fields such as mining, renewable
energy, and the manufacture of vehicles, medicine
and electronics. These efforts aim to increase the
local content of industries and promote local
manufacturers, as part of Vision 2030, he added.
http://www.argaam.com/en/article/articledetail/id/5008
98

Climate change could push Aramco IPO
value down: report
16 August 2017
The value of Saudi Aramco could be 25 percent to
40 percent lower than the estimated $1.5-$1
billion on oil price risk due to climate change, said
a report published by Oil Change International.
The research organization also said that, if oil
prices remained in the $50/barrel range, the oil
giant’s value could be further reduced by 55
percent, reaching less than $700 billion. However,
the report did not include Aramco’s refining,
petrochemicals, overseas, and non-hydrocarbon
operations, together worth an estimated $100
billion.
Following the Paris Climate Agreement, current
efforts to decarbonize the energy sector could
have an impact on investors’ attitudes towards
Aramco’s IPO. According to experts the next
decade could see a transition to renewables,
putting fossil fuel investors at a high risk exposure
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due to both the declining reserves and prices of oil
and gas.
One of the most disruptive changes so far is the
penetration of the electric car. Another factor is the
changing regulations pushing down oil prices, an
element that Aramco’s value is strongly dependent
on. Countries like France and the United Kingdom
have already announced that petrol- and dieselfueled cars will be banned by 2040. Other
European countries are considering a ban earlier
by 2025. The Indian government is also aiming to
achieve 100 percent electric cars sales by 2030.
http://www.argaam.com/en/article/articledetail/id/5008
56

Mideast private bankers getting hot on
Saudi Arabia
16 August 2017

After many years in the doldrums, private banking
in the Middle East is showing signs of a comeback.
The region's private wealth sector has taken a hit
in recent years thanks to lower oil prices, which put
a damper on wealth creation as economic growth
slowed down. But the prospect of economic
recovery on the back of higher oil prices has
brought many of the bankers back, tempted by
one of the world’s highest concentrations of
wealth per capita, with the number of high net
worth individuals in the region forecast by Knight
Frank to grow by 39 per cent over the coming
decade
Nowhere are the perceived rewards higher than in
Saudi Arabia, the region’s largest economy. Big
names such as UBS, Credit Suisse and Julius Baer
are rapidly expanding their businesses in the
kingdom, where over half of the region’s wealth
resides. Such optimism comes in spite of the
seismic transformation occurring in Saudi Arabia,
which is looking to diversify its economy and cut
spending to lessen its reliance on oil revenues. The
Institute of International Finance (IIF) expects the
country’s economy to contract slightly this year,
before rebounding next year.
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Bankers remain confident that the country’s
economic reforms, while causing pain in the shortterm, will bolster the country’s economic growth in
the medium term, leading to a surge in wealth and
opportunities. This is not blind optimism on the
part of the bankers. Index compiler MSCI recently
put the Saudi stocks on a watchlist for inclusion in
its much-tracked Emerging Markets index, while
the prospect of a sale of shares in national oil
company Saudi Aramco continues to generate
excitement internationally. But the IIF notes that
unemployment in the country is worryingly high,
with the government needing to do more to create
jobs for young Saudis.
The kingdom’s rulers are well aware of the need
for economic refocusing and have already taken
major steps to address many of the issues it faces.
But the bankers must be hoping against all hope
that the government stays the course, so that the
country’s economy, and therefore its private
wealth growth, return to good health before too
long.
https://www.thenational.ae/business/mideast-privatebankers-getting-hot-on-saudi-arabia-1.620386

Saudi Arabia just took 4 major steps to
improve women's rights
16 August 2017

Saudi Arabia is taking major steps to improve
women's rights in the kingdom. Just in the past
ten days, four major decisions were approved by
the kingdom's Justice Ministry that will have a
significantly positive impact on Saudi women,
according to Al Arabiya. While there definitely still
is a long way to go before women have equal
rights, these recent decisions demonstrate that
Riyadh is serious about narrowing the gender gap.
1. Child brides
While child marriage has not been outlawed, the
kingdom's legislative authorities approved 10
proceedings controlling the marriage of minors.
More regulations and guidelines mean that young
girls will be better protected from forced
marriages.
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Limits have been put in place on allowing girls
under the age of 17 to be married. Now, the girl,
her mother or her legal guardian must officially
submit the marriage application.
While girls under 17 will still be permitted to marry,
such marriages will not be as easy as they were
before.
2. Divorce and alimony
Divorced Saudi women have often been left in dire
financial need due to husbands neglecting to pay
the proper alimony. Now, the Justice Ministry has
organized a fund that will ensure women are taken
care of, whether or not their husbands pay on time.
As soon as a woman is divorced, she can start
receiving money from the alimony fund, even
before an official verdict is reached on the amount
her husband should pay. If the husband does not
pay or pays late, a woman will still receive her
payments regularly via the fund. Divorced men will
be required to pay directly to the fund, whether on
time or late.
This decision ensures that divorced women will be
financially taken care of, even when their husbands
neglect their duty to pay.
3. Custody of children
Women will no longer have to sue to maintain
custody of their children after divorce. As long as
there are no disputes between the parents, the
women can keep the children without having to
file a lawsuit in personal status courts.
4. Female lawyers
The Justice Ministry also approved a three-year law
diploma, which will protect female lawyers from
exploitation. Although the law diploma is for
women and men, the move is seen as one that will
safeguard female lawyers, who are often held back
from practicing law by employers. After law school,
Saudis must intern before they are allowed to
practice law. Women are often assigned irrelevant
or simple tasks instead of learning the necessary
skills through the internship. Instituting the
diploma means this problem will be curbed, as
lawyers and law firms will be required to properly
train interns to complete the program within three
years.
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Previous steps to improve women's rights Saudi
Arabia is often criticized internationally for its
treatment of women. However, in the past few
years, significant progress has been made.
The kingdom has amended a number of laws in an
effort to empower women. These include opening
municipal elections to female candidates and
making women's verbal consent to marriage
mandatory. The Saudi Council also announced an
amendment to laws governing travel documents,
giving women a right to obtain a passport without
male permission.
The male guardianship system has also been seen
as a hindrance to women's progress, but a royal
decree from King Salman in May suggests the
patriarchal systems' days are numbered. Saudi
women have already made significant gains in
recent years.
Increasing women's participation in business and
education is also a key part of the Vision 2030 plan
championed by Crown Prince Mohammed bin
Salman. Numerous women have been appointed
to high financial and business positions within the
kingdom just this year.
In February, three Saudi women took over top
financial posts in Saudi Arabia. Among them, Sarah
Al Suhaimi was appointed as head of the Saudi
stock exchange, making international headlines as
the first woman to ever chair Tadawul.
http://stepfeed.com/saudi-arabia-just-took-4-majorsteps-to-improve-women-s-rights-7985

Qatar's Growth Prospects Dim as SaudiLed Boycott Takes Toll
17 August 2017

A new Bloomberg survey sees the Saudi-led
boycott of Qatar biting into growth this year.
Economists have cut their GDP forecasts by just
over half a percent and expect expansion of 2.5%.
Qatar’s economy will expand this year at the
slowest pace since 1995, according to economists
surveyed by Bloomberg this month, as the impact
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of a Saudi Arabia-led boycott is felt on trade and
investor confidence.

Hamad Al Thani said Qatar will open up its
economy and diversify income sources.

Gross domestic product will grow 2.5 percent in
2017 and 3.2 percent next year, compared with 3.1
percent and 3.2 percent respectively in the
previous survey conducted in June. Economists
now expect a budget deficit of 5.1 percent of GDP
this year, up from 4.6 percent, while the forecast
for inflation dropped to 2.2 percent from 2.5
percent.

Qatar’s energy exports weren’t affected by the
boycott and disruptions to imports were
temporary, Sheikh Saif Al Thani, director of Qatar’s
Government Communications Office, said in a
statement. “The illegal actions of our neighbors
have been the catalyst for us to accelerate our
economic plans and renew our commitment to
diversification and sustained growth,” he said. “We
fully expect to see a strong return of the Qatari
economy this year and growth over the years to
come.”

Saudi Arabia, the United Arab Emirates, Bahrain
and Egypt cut ties with Qatar on June 5, accusing
the nation of 2.7 million people of destabilizing the
region through its ties to Islamist extremists -- a
charge Qatar has repeatedly denied. Imports and
foreign deposits have plummeted and interest
rates soared, exacerbating a broader slowdown
due to lower global energy prices.
After almost two decades of rapid growth driven
by a sevenfold increase in the production of oil and
gas, Qatar’s energy boom has waned this decade
as projects were completed and focus shifted to
promoting non-oil growth as crude prices fell. The
world’s biggest producer of liquefied natural gas is
spending $200 billion to upgrade infrastructure
ahead of the 2022 soccer World Cup, and has
aspirations to be a regional tourism and services
hub.
“Even before the diplomatic crisis with regional
powers, it looked like Qatar’s non-energy
economy would slow,” said William Jackson, senior
economist for emerging markets at Capital
Economics. “The early signs are that the sanctions
dealt a damaging blow to Qatar’s economy in
June. The impact appears to be temporary, but it
will still result in weaker growth."
Amid the Saudi-led boycott, officials have been
trying
to
inspire
confidence
in
the
economy, including plans to build foodprocessing facilities near a new port and
immigration
rules
introducing
permanent
residency to attract investors and some skilled
workers. In his only public address since the
diplomatic spat began, ruler Sheikh Tamim bin
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Qatar Petroleum has also said it plans to increase
its energy output by about a million barrels of oil
equivalent per day in five to seven years.
Positive Outlook
Qatar’s optimism is reflected in the Bloomberg
survey. Expectations for higher growth in 2018 are
independent of whether the boycott on Qatar is
lifted, said both Jackson at Capital Economics and
Farouk Soussa, London-based chief economist for
the Middle East at Citigroup Inc.
"We expect the disruptive impact of the boycott to
have evaporated by next year," Soussa said. "Trade
routes will have been fully reconfigured,
confidence will have been restored, building will
recommence -- all possibly against a backdrop of
a continued boycott, but one that the economy
has adapted to."
There’s also a silver lining for Qatar. Despite facing
the slowest growth in more than two decades in
2017, its economy is still forecast to expand the
most in the six-nation Gulf Cooperation Council -ahead of Saudi Arabia at 0.5 percent and the U.A.E.
at 2 percent, according to the latest surveys.
https://www.bloomberg.com/news/articles/2017-0817/qatar-s-growth-prospects-dim-as-saudi-ledboycott-takes-its-toll
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Saudi Crude Exports Fall Just as Domestic
Stockpiles Dwindle
17 August 2017

Saudi Arabia, the world’s biggest crude exporter,
shipped the least oil in almost three years in June,
just as domestic stockpiles are dwindling. Exports
fell to 6.9 million barrels a day, the lowest since
September 2014, from 6.92 million in May,
according to data Thursday on the Joint
Organisations Data Initiative website. Domestic
stockpiles stood at 256.6 million barrels, the lowest
since January 2012, the data show. “You can
assume exports will fall even further going forward
because they can’t keep running down stockpiles,”
said Amrita Sen, an analyst at Energy Aspects in
London. “It is clear that the rebalancing process is
in full swing, we are drawing down stockpiles
everywhere.”
Saudi Arabia’s Energy and Industry Minister Khalid
Al-Falih last month promised even deeper cuts to
crude exports for August, with shipments capped
at 6.6 million barrels a day. The kingdom and
Russia are leading the charge of major oil
producers seeking to curb a global glut of crude
by cutting output through the end of the first
quarter of 2018. Benchmark Brent crude prices
have dropped 11 percent since the cuts took effect
on Jan. 1.
https://finance.yahoo.com/news/saudi-crude-exportsfall-just-071221826.html

Saudi Arabia and Iraq to re-open border
crossing after 27 years
17 August 2017

Saudi Arabia and Iraq plan to open the Arar border
crossing for trade for the first time since 1990,
when it was closed after the countries cut ties
following Saddam Hussein's invasion of Kuwait,
Saudi local media reported. Saudi and Iraqi
officials toured the site on Monday and spoke with
Iraqi religious pilgrims, who for the past 27 years
had access to the crossing only once annually
during the haj season, the Mecca newspaper
reported.
The governor of Iraq's southwestern Anbar
province, whose staff was on hand for the
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ceremonies, said the Iraqi government had
deployed troops to protect the desert route
leading to Arar and called its opening a "significant
move" to boost ties. "This is a great start for
further future cooperation between Iraq and
Saudia Arabia," said Sohaib al-Rawi. The
announcement follows a decision by the Saudi
cabinet on Monday to establish a joint trade
commission with Iraq. Saudi Arabia and the United
Arab Emirates are both wooing their northern
neighbor in an effort to halt the growing regional
influence of arch-foe Iran.
The Sunni-led Arab Gulf countries have hosted
influential Iraqi Shi'ite cleric Moqtada al-Sadr for
talks with their crown princes in recent weeks, rare
visits after years of troubled relations. Sadr's office
said his meeting with Saudi Crown Prince
Mohammed bin Salman resulted in an agreement
for Saudi Arabia to donate $10 million in aid to the
Iraqi government and study possible investments
in Shi'ite regions of southern Iraq. The opening of
border crossings for trade was also on a list of
goals for the talks published by Sadr's office. Sadr
commands a large following among the urban
poor of Baghdad and southern Iraq, and is one of
few Iraqi Shi'ite leaders to keep some distance
from Tehran.
The Saudi-Iraqi rapprochement extends back to
2015, when Saudi Arabia reopened its embassy in
Baghdad following a 25-year break.
Saudi Foreign Minister Adel al-Jubeir visited
Baghdad in February, and the two countries
announced in June they would set up a
coordination council to upgrade ties.
http://www.reuters.com/article/us-mideast-crisis-syriaanalysis-idUSKCN1AX0H1?feedType=RSS&feedName
=worldNews&utm_source=feedburner&utm_medium=f
eed&utm_campaign=Feed%3A+Reuters%2FworldNews
+%28Reuters+World+News%29&utm_content=Yahoo
+Search+Results

SR19b SIDF loans to boost industrial
growth
17 August 2017

The Saudi Industrial Development Fund (SIDF) has
extended loans worth more than SR19 billion
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during the past two years as part of its efforts to
support strategic projects in targeted sectors
marked by the Kingdom’s Vision 2030, said Ahmed
Al-Quwaiz, spokesman of the fund. Commenting
on a report published in Okaz on its performance,
he said the fund has achieved remarkable progress
over the past years and is capable of boosting
industrial exports. He also praised the
government’s continuous support to the fund to
carry out its mission effectively.
“The fund will not make any apology for financing
viable industrial projects that conform to its
lending policies and conditions,” Al-Quwaiz told
Okaz/Saudi Gazette. “We’ll continue to finance
industrial projects and support-services to
strengthen the industrial sector,” he added. He
said the fund wanted to realize the objectives of
Vision 2030 initiated by Crown Prince Muhammad
Bin Salman, deputy premier and minister of
defense, by accelerating industrial growth.
Al-Quwaiz said the fund has achieved an all-time
record by extending loans worth more than SR19
billion during the past two years to support
strategic development projects. “The industrial
development fund has the ability and liquidity to
support new and existing projects and can play an
effective role in realizing the objectives of Vision
2030 with government support,” he pointed
out.He said the fund would cooperate with the
media to publish important and correct
information for the benefit of people and for
impressing Saudi and foreign investors in the
sector.
There are currently an estimated 5,800 factories
operating in the existing industrial cities, with close
to 500,000 employees and overall investment of
more than SR500 billion. In 2015, the industrial
fund, set up in 1974 to grant medium- and longterm loans to encourage industrial development,
approved loans totaling more than SR11.4 billion
up 94% and the highest amount by value since the
fund was set up.
The Vision 2030, which was unveiled in 2016, aims
at reducing the Kingdom’s dependence on
hydrocarbon products. Historically, oil has
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generated the majority of Saudi Arabia’s revenues
and around 50% of its GDP.
Importance has been placed on projects that will
utilize the Kingdom’s raw material wealth, whether
petrochemicals, metals or phosphates, and
develop a full chain of upstream and downstream
opportunities for both local and international
firms. Investment is being channeled into the
industrial sector through the opening of economic
and industrial cities, as well as the provision of
industrial incentives, including soft loans and
inexpensive infrastructure such as land, utilities
and petrochemical feed stocks.
The Kingdom’s mega economic cities are expected
to contribute 20% of the Kingdom’s GDP by 2020,
according to the Saudi Arabian General
Investment Authority (SAGIA), which was set up in
2000 to be the driving force behind the Kingdom’s
investment program.
In 2006, the Saudi government launched the
Economic Cities Authority (ECA) as an agency
within SAGIA, which was subsequently spun off
into a separate entity in 2010. Each economic city
is being fully planned, developed and operated by
a master developer from the private sector, with a
total of four economic cities currently under
construction, each focused on specific industries
or opportunities.
The largest, King Abdullah Economic City (KAEC),
launched in 2006 and being built by Emaar, can
accommodate over 2,500 manufacturers and
logistics companies. King Abdullah Port, the first
privately-owned and funded port in the Kingdom,
began operations at KAEC in 2014 and already has
an annual container capacity of around 3m twentyfoot equivalent units (TEUs), with an eventual
target of 20m TEUs.
The Prince Abdulaziz Bin Mousaed City in Hail is
aiming to become a logistics and transportation
hub for the Middle East and should be completed
by 2025. PABMEC will also have a separate
petrochemical industries district, with an oil
refinery, natural gas processing plant and
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production facilities for pharmaceuticals, rubber,
fertilizers, plastics and basic chemicals.
Knowledge Economic City, launched in 2006 in
Madinah, is focused on knowledge-based
industries like IT and life sciences, while Jazan
Economic City aims to utilize its location on the
Red Sea coast between major international
shipping routes to grow its manufacturing
industry.

Saudi Arabia is also developing industrial centers
that target certain geographical regions and
industrial sectors. The Saudi Industrial Property
Authority (MODON), formed in 2001, currently
oversees a total of 34 existing and underconstruction cities, including sites located in
Riyadh, Jeddah, Dammam, Makkah, Qassim, AlAhsa and Madinah.
http://saudigazette.com.sa/article/515271/SAUDIARABIA/Saudi-Industrial-Development-Fund

‘Airport
privatization,
if
managed
diligently, can be wide-ranging’
17 August 2017

The President of the General Authority for Civil
Aviation (GACA) in Saudi Arabia recently
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announced all airports in the Kingdom will be
privatized. Jeff Youssef, Partner, Oliver Wyman
Middle East, who recently co-authored a report
called ‘Leveraging the Private Sector to Improve
Airport Infrastructure’, commented: “Air traffic is
expected to continue to grow across the GCC by
4.8%, which means it will more than double by
2030. We will therefore see major investments
made to increase capacity and improve service
delivery over the coming years.”

“Governments in the region will need to ensure
money is continuously injected into their airports
to achieve forecasted growth in the number of
passengers.” “The benefits of airport privatization,
if managed diligently, can be wide-ranging.
Privatized airports generally record higher
performance across customer satisfaction metrics
when compared to their government-operated
counterparts.” “In most cases, airports operated by
public entities do not focus on the customer
experience. Privatization can allow for better
adjustments to market changes and will often
provide more innovative solutions to customers,
resulting in improved outcomes for all.”
Governments should carefully consider their
privatization
objectives.
By
emphasizing
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specific objectives such as value maximization,
preservation of decision-making and creation
of a strong private operator, governments are
implicitly affecting the overall valuation. By clearly
recognizing the potential upsides and risks of the
privatized
airport,
and
how
those
upsides and risks are allocated, both parties can
better accomplish their transaction goals. A
thorough feasibility study is an essential first step.
To obtain the maximum value in an airport
privatization the seller must make sure that the
levers for value creation are clearly understood.
Although different bidders may assess the
potential for value creation differently, there
should be general agreement on the primary
sources of value in any airport privatization,
specifically including:
• Reasonable returns on aeronautical investments
• Non-aeronautical revenue opportunities
• Operating efficiencies
• CAPEX requirements and returns
Expectations regarding volume growth as a driver
will be very different in mature versus developing
markets. Future projections should be based on
solid traffic forecasts, recognizing the cyclical
nature of air-travel demand and the competitive
dynamics
of
the
airline industry. The exhibit below provides an
example of the methodology used to forecast
traffic in a large multi-airport metropolitan area.
http://saudigazette.com.sa/article/515244/BUSINESS/Air
port

SEC secures $1.75b loan for capex plans
17 August 2017

Saudi Electricity Company (SEC) said on
Wednesday it had signed a $1.75 billion
international syndicated loan to help finance
capital expenditure plans. The five-year bullet loan
is co-financed by eight major international banks
including Bank of Tokyo-Mitsubishi UFJ,
Sumitomo Mitsui Banking Corporation, Mizuho
Bank, HSBC, Standard Chartered, Natixis, Citibank
and First Abu Dhabi Bank, it said in a statement.
The company did not detail the "diverse" capital

45

18 August 2017

spending plans the proceeds of the unsecured
loan will be used for.
Reuters reported in May that the company was
talking to banks about a syndicated loan, with
sources saying the company had decided against
tapping the bond market for the deal because
bankers felt that changes to the electricity sector
as part of Saudi’s national transformation program
might make it too hard to sell to bond investors.
Under the kingdom's Vision 2030, which is aimed
at diversifying the economy away from oil, the
state-controlled utility will be split into separate
companies that would be offered either to local
citizens through offers on the stock market or to
local or international companies through
acquisitions.
In June last year SEC signed a $1.5bn five-year
financing from Industrial and Commercial Bank of
China, one of the largest loans ever extended by a
Chinese bank in the Gulf. In January 2016 it signed
a US$1.4bn three-year revolving credit facility with
a group of seven banks: MUFG, Mizuho Bank,
SMBC, HSBC, JP Morgan, Credit Agricole and
Deutsche Bank.
http://saudigazette.com.sa/article/515249/BUSINESS/Sa
udi-Electricity-Company

Smart companies invest in procurement to
boost thriving Saudi economy
17 August 2017

The regional economic slowdown presents an
opportunity for KSA companies to invest in
strategic procurement solutions to bring down
costs and drive growth. These strategic, long-term
investments align to one of the Saudi Vision 2030’s
key pillars in achieving its long-term goal of a
thriving economy.
Dan Quinn, Senior Vice President at BravoSolution
MENA, said: “In tough times, forward-thinking,
smart organizations invest in procurement to
reduce spend across all areas of their business
without compromising on quality. Even a slight
reduction in overall spend which can be achieved
through procurement excellence can impact the
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bottom line for the better.” He added: “The savings
made can then be put back into smart investments
that strengthen a business’ outlook during an
economic downturn.” “For a country whose Vision
clearly outlines its goal of ranking as the 15th
largest economy by 2030 – up from 19th position
– the bottom line savings of private and
government owned businesses made though even
a slight spend reduction, has the collective power
to positively impact the GDP of Saudi Arabia.”
According to strategic procurement tech company
BravoSolution, the single biggest cost for most
businesses comes from procurement. By bringing
down these costs, businesses will be able to
increase (or replace missing) profits. “Research
shows that on average 60% of an organizations
profit and loss (P&L) is made up of third party
spend, this is the materials, products and services
that companies rely on to deliver their mission. It
is the role of the procurement function to manage
this spend effectively. Company executives know
that reducing this spend has a disproportionate
impact on their company’s economics as a dollar
saved virtually drops straight to the bottom line
and improves both cash flow and profitability. The
trick is building the capability to systematically
identify, unlock and critically retain these sources
of economic value,” Quinn added.
Earlier this year, OECD said that despite modest
pick-up in economic global growth, there are still
risks and vulnerabilities that could derail market
recovery. It is here that procurement services can
successfully be leveraged for strategic decisionmaking and management resulting in an increase
in profits as well as more streamlined business
operations in the Kingdom of Saudi Arabia, Quinn
noted.
http://saudigazette.com.sa/article/515159/BUSINESS/Sa
udi-Economy
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GCC IPO activity declines in Q2 2017 as
market volatility weighs on investor
sentiment
17 August 2017

After a positive start to the year, IPO performance
in the Gulf Cooperation Council (GCC) in the
second quarter of 2017 witnessed a slowdown in
both the number of offerings and total proceeds
raised. The Kingdom of Saudi Arabia hosted the
only three IPOs of this quarter — they were
allocated between Saudi Stock Exchange primary
market (Tadawul) and the parallel market (NOMU).
On the primary exchange front, the only offering
in Q2 2017 was by Jadwa REIT Alharamin Fund
which floated a total of 36 million shares, raising
proceeds of $96 million. The primary objective of
the Fund is to provide its investors with current
income by investing in income-generating real
estate assets in Saudi Arabia, with a principal focus
on the Holy Cities of Makkah and Madinah.
On the parallel market front, the first and largest
offering in Q2 2017 was by Thob Al-Aseel Co,
which floated 3 million shares, raising proceeds of
$68 million. Al Aseel is engaged in import, export,
wholesale and retail in textiles and readymade
garments. The second offering was by Al Kathiri
Holding Co, which floated 0.8 million shares,
raising proceeds of $6.7 million. Al Khathiri
manufactures and distributes construction
materials
through
its
subsidiaries.
In terms of IPO performance in Q2 2017 compared
to the same period in the prior year, the number
of offerings has slightly increased, with three IPOs
in Q2 2017 compared to two IPOs in Q2 2016;
however the total proceeds raised in Q2 2017 was
38%
lower
compared
to
Q2
2016.
Further, IPO activity in the first half of 2017
witnessed an increase in the number of offerings
(13) compared to H1 2016 (three), which was
largely due to the increased activity in Q1 2017;
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however proceeds raised in H2 2017 were 23%
lower
as
compared
to
H1
2016.
Steve Drake, Head of PwC’s Capital Markets and
Accounting Advisory Services team in the Middle
East, said: “During Q2 2017, the Kingdom of Saudi
Arabia continued to be the main driver of IPO
market activity in the GCC, while the NOMU
parallel market for small and medium-sized
enterprises in the Kingdom remained popular
among
investors.”
Against a backdrop of lower political uncertainty
and normalizing monetary conditions, equity
markets displayed an upward trend, volatility
remained low and listing conditions were
favorable. Political uncertainties in Europe
decreased with the victory of Macron in France’s
presidential election, and his party in subsequent
parliamentary elections. Voting in the UK led to a
hung parliament, which is likely to lead to further
uncertainty surrounding the path of Brexit
negotiations, which officially began on June 19th.
Finally, Trump’s tax and infrastructure plans remain
mired in uncertainties, as the Administration is
having to deal with an investigation into links with
Russia and calls for the President’s impeachment.
The last few days of June marked a stark reversal
for global monetary policy, with Draghi and Carney
delivering
nearly
simultaneous
hawkish
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statements. A few days earlier, the Federal Reserve
had raised rates for the second time this year, and
begun discussions on unwinding its massive
balance sheet. Nevertheless, inflation is not picking
up, and pressures even eased as the price of oil fell
to
a
nine-month
low
in
June.
Further global IPO activity in Q2 2017 increased by
nearly 50% in terms of both proceeds and the
number of IPOs compared to Q2 2016. Compared
to Q1 2017, activity also increased in Q2 2017,
though less pronouncedly. In total, 379 IPOs raised
$52.6 billion compared to $35.2 billion via 253 IPOs
in Q2 2016 and $68 billion via 420 IPOs in Q2 2015.
Asia-Pacific was dominant in terms of the number
of IPOs again, accounting for 57% (216) of global
transactions. EMEA and the Americas accounted
for 22% (84) and 21% (78), respectively.
Nonetheless, in terms of proceeds, the Americas
was almost on a par with Asia-Pacific. Both
accounted for 36% of money raised in Q2 2017, yet
proceeds in Asia-Pacific were slightly higher at
$19.1 billion, compared to $18.7 billion in the
Americas. Finally, EMEA accounted for 28% ($14.8
billion) of proceeds. For the year as a whole, the
Americas still ranks first in terms of money raised.
The appetite for debt issuance in the GCC surged
throughout Q2 2017. Sovereign issuance by GCC
governments remained the main theme, whilst the
quarter saw KSA issue its first US dollar
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denominated sukuk, raising proceeds of $9 billion.
The GCC main economies maintained high credit
quality
and
investment
grade
status.

Saudi healthcare sector online recruitment
logs 11% growth in 2Q 2017

Corporate bond issuance remained very active
across the region while sovereign bond issuance
activity slowed down in Q2 2017. In the UAE,
Industrial & Commercial Bank of China Limited Dubai Branch listed three bonds on Nasdaq Dubai,
amounting to $400 million, $300 million and EUR
500 million. In KSA, ACWA Power Management
and Investments (“ACWA”), issued bonds
amounting to $814 million. In Kuwait, National
Bank of Kuwait (NBK) issued non-guaranteed
bonds of $750 million as part of its medium-term
bonds
issue
program.

Saudi Arabia has witnessed a three percent overall
increase in online recruitment activity with an
increase of 11 percent in the healthcare industry
from Q1 2017 to Q2 2017, according to the latest
Monster Employment Index (MEI). The healthcare
industry in KSA recorded the highest growth in
online recruitment among all monitored industries
from Q1 2017 and has also witnessed the highest
year-on-year growth at 12 percent from Q2 2016.
The growth in opportunities in the healthcare
sector comes despite a slowdown in overall online
recruitment activity from the same period last year
with 14 percent decline from Q2 2016.

On the sovereign front, the government of KSA
was the biggest contributor in the region, issuing
a $9 billion Islamic sukuk, followed by Sultanate of
Oman’s $2 billion issuance. The KSA sukuk was
structured into a $4.5 billion five-year sukuk
tranche at 100 basis points over the mid-swap rate
and an equal-sized 10-year tranche at a spread of
140 basis points to the benchmark. The Oman
seven year sukuk was structured at 235 basis
points
to
the
benchmark.
On the corporate front, Dar Al-Arkan Sukuk
Company Ltd issued a $500 million sukuk. The
issuance received significant interest from
international market participants with the order
book close to SAR 4 billion ($1.05 billion), equal to
two
times
of
the
amount
issued.
Steve Drake, Head of PwC’s Capital Markets and
Accounting Advisory Services team in the Middle
East
region
said:
“Debt issuance in the GCC countries remained
popular throughout Q2 2017 as GCC governments’
sovereign
issuance
were
oversubscribed
domestically and internationally. However,
consecutive interest rate hikes by US Federal
Reserve may hamper GCC government debt
appetite, while a hawkish policy would trigger a
surge in borrowing cost across the global and
regional debt market.”
http://saudigazette.com.sa/article/515157/BUSINESS/Ta
dawul
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“KSA has witnessed low activity levels in online
hiring over the past year or so, however, it is
encouraging to see that the Kingdom has
improved slightly in online hiring over the first half
of the year. There are many developments taking
place across KSA and a heavy emphasis is being
placed on healthcare in efforts to improve the
industry and the wellbeing of the Saudi
population. This has been reflected in the Q2 MEI
findings where the industry is continuing to hire
online,” said Sanjay Modi, Managing Director,
Monster.com,
APAC
&
Middle
East.
Other industries to show growth from Q1 2017 are
consumer goods (including FMCG, food and
packaged food, home appliances, garments,
textiles,
leather,
gems
and
jewelry),
banking/financial services/insurance (BFSI), and
marketing (including advertising, market research,
public relations, media and entertainment)
recording seven, six and five percent respectively.
Occupations showing growth from Q1 2017
include
software/hardware/telecom,
marketing/arts, and finance and accounting at
seven, six, and four percent respectively. Looking
at figures from Q2 2016, industries other than
healthcare recording year-on-year growth include
education, consumer goods, and BSFI with four
percent growth each while engineering and
production was the only occupation to report
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growth
at
two
percent.
The only industries to decline on the Q2 MEI from
Q1 2017 were IT/telecom/ISP and chemicals/
plastic/ rubber/ paint/ fertilizer/ pesticides at three
and two percent respectively while in occupations
only purchase/ logistics/ supply chain declined at
four percent.
http://saudigazette.com.sa/article/515155/BUSINESS/Sa
udi-healthcare

Saudi may tap domestic Islamic bond
market again this month

18 August 2017

revenues and a drop in spending. Revenues rose 6
per cent year-on-year to 163.9bn riyals during the
second quarter, with oil revenues surging 28 per
cent to 101bn riyals on higher oil prices. Spending
fell 1.3 per cent to 210.4bn riyals in the second
quarter, leading to a deficit of 46.5bn riyals,
compared to a deficit of 58.4bn riyals in a year
earlier period.
https://www.thenational.ae/business/saudi-may-tapdomestic-islamic-bond-market-again-this-month1.620207

16 August 2017

Saudi Steel Pipe wins SAR 250 mln Aramco
contract

Saudi Arabia’s ministry of finance said on
Wednesday it may sell a second batch of Shariacompliant bonds later this month as the Arab
world's largest economy seeks to plug a budget
shortfall caused by lower revenue from oil. Last
month, the kingdom sold 17 billion Saudi riyals of
sukuk under a newly-launched issuance program.
“The Ministry of Finance, represented by the Debt
Management Office announces that, subject to
market conditions, it may offer the second
issuance under SAR Government Sukuk Program
during the week beginning Sunday 20th August,
2017,” the ministry said on its website, without
giving the size of the potential sale. The ministry
revealed in July the names of 13 local banks that
have been qualified to take part in the sukuk
program.

17 August 2017

In April, Saudi Arabia sold US$9bn worth
of international sukuk, its first foreign sale of
Islamic bonds. The Saudi government put on hold
in October last year the sale of domestic
conventional
bonds
after
it
sold
a
$17.5bn international bond, the largest ever by an
emerging market nation. Prior to that sale, the
government was selling 20bn riyals of bonds to
banks each month since mid-2015 to help finance
its budget deficit.
The government is forecasting a budget deficit of
198bn riyals for 2017, compared with an actual
deficit of 300bn riyals last year. Saudi Arabia
narrowed its fiscal deficit by a fifth from a year
earlier in the second quarter, thanks to an uptick in
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Saudi Steel Pipe Co. (SSP) said its associate firm,
Global Pipe Co., has won a contract valued around
SAR 250 million to supply Saudi Arabian Oil Co.
(Saudi Aramco) with steel casing pipes. The
financial impact will reflect in H1 2018, SSP said in
a statement to Tadawul. Global Pipe is a SaudiGerman joint venture with a total investment of
SAR 660 million.
http://www.argaam.com/en/article/articledetail/id/5010
11

Saudi Arabia keen to invest in CPEC
17 August 2017

Saudi ambassador to Pakistan Nawaf Said Ahmad
Al-Malkiy has said that the kingdom is looking
forward to investing in the China Pakistan
Economic Corridor (CPEC) and Gwadar port
projects. During an interview, according to Radio
Pakistan, he said CPEC was a huge project and
would create many investment opportunities.
Pakistan and Saudi Arabia are cooperating in
military, economic and other sectors and their
cooperation will increase further in the future, the
Saudi ambassador continued. The envoy also
stressed that the Muslim Ummah should become
united so as to overcome the challenges being
faced by it.
The $46-billion China Pakistan Economic Corridor
(CPEC) project focuses on road building and
energy infrastructure to end chronic power
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shortages in Pakistan and to link China’s
landlocked north-west with the deep-water port
Gwadar on the Arabian Sea. In 2016, Iran and Saudi
Arabia wished to join the CPEC framework as a
good indication. Pakistan welcomed their
participation.
https://tribune.com.pk/story/1483720/saudi-arabiakeen-invest-cpec/

Saudi to restart work on $26.6bn Grand
Mosque expansion
17 August 2017

Saudi Binladin Group will restart work next month
on the $26.6bn expansion of the Grand Mosque in
Mecca, nearly two years after work stopped in the
wake of a crane collapse at the site that killed 107
people, sources told Reuters on Thursday. Work
will resume after the annual haj pilgrimage, and
Saudi Binladin will pay outstanding salaries owed
to staff involved in the project beginning on Aug.
20, according to a notice that the company sent to
banks and which was seen by Reuters. Banking and
construction industry sources confirmed the plan.
Saudi Binladin, one of the country’s top
construction conglomerates, and the the Ministry
of Finance were not immediately available to
comment.
Development of the Grand Mosque and its
surrounding area to accommodate more
worshippers was halted after the fatal construction
accident in September 2015, and then remained
on hold as government finances were squeezed by
low oil prices.
The government is now enjoying a moderate
recovery in oil income, and it is keen to resume
work on big religious tourism and infrastructure
schemes as part of a drive to diversify the economy
beyond oil exports.
Its plan to restart construction at the Grand
Mosque is a fresh sign of the rehabilitation of
Saudi Binladin, which was temporarily banned
from winning new state contracts after the crane
collapse and has been damaged financially by a
deep slump in the construction sector.
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The Ministry of Finance has allocated a portion of
this year’s budget to key projects and has been in
talks with Saudi Binladin in recent weeks about
restarting several big schemes, the sources said.
The ministry pledged to make payments that
would enable Binladin to pay its staff, they said.
Another stalled government project in which Saudi
Binladin is involved, the $3.5bn construction of the
Abraj Kudai hotel complex in Mecca, will restart in
coming months, sources told Reuters earlier this
week. The company also restarted work earlier this
year on the new King Abdulaziz Airport in Jeddah.
http://gulfbusiness.com/saudi-restart-work-26-6bngrand-mosque-expansion/
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