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SAUDI ECONOMY UNDER PRESSURE,
BUT LIGHT AT THE END OF TUNNEL
STRATEGIC
ANALYSIS

Saudi Arabia is currently looking at a brighter
future than before. After years of fledgling
hydrocarbon revenues, high subsidies and
unemployment, the first signs of a recovery are
there. The ongoing oil price rally, showing higher
volatility but with an upward potential to hit $70
barrel before the end of 2017, has increased
optimism as the government coffins are refilled
again. The last years have been hard. According
to the World Bank’s most recent listing, the
Kingdom of Saudi Arabia was the world’s 20th
largest economy in 2016 with a gross domestic
product (GDP) of $646.4 billion. In 2014, the
Kingdom’s GDP totaled $756.4 billion. Something
had to change, hence major economic
restructuring programs, such as NTP2020 and
Vision 2030.
International rating agencies are also more
optimistic about the Kingdom. Fitch Ratings
Agency confirmed two weeks ago that it positive
about the strength of Saudi Arabia's economy and
the effectiveness of economic reforms being
carried out by the government of the Kingdom. It
has affirmed the Kingdom's strong credit rating at
‘A+’ with stable outlook. Fitch said that Saudi
Arabia’s ratings are “supported by strong fiscal and
external balance sheets, including exceptionally
high international reserves, low government debt,
significant government assets and strong
commitment to an ambitious reform agenda.” The
rating agency stated that Saudi’s central
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government deficit is expected to narrow to 8.7
percent of GDP in 2017, from 17.2 percent in 2016,
largely as a result of higher oil prices and because
clearance of arrears that widened the 2016 deficit
by 4.4 percent of GDP will no longer be necessary.
In the same report Fitch has praised the strength
of the Saudi banking system, where it classified the
banking sector in the Kingdom as "A", which is a
very strong rating with only four countries in the
world receiving such higher rating. This in turn
reflects the stable profits built on huge capital. The
shares for regulatory capital from the first tranche
of the sector was 17.2% at the end of June 2017.
Still, the climb to the top is still far, as some of the
hard needed investments and economic plans
have been hit by ‘slight’ delays. At the beginning
of November the government needed to admit
that it has pushed back the target date for
eliminating a big state budget deficit caused by
low oil prices to 2023 from 2020. Saudi minister of
finance Mohammed al Jadaan disclosed the
change at a seminar on the economy that was
closed to the media. The latter plans were
targeting to eliminate the deficit in 2020, which
totaled a record $98 billion in 2015. The latter has
now moved to 2022, not to hurt economic growth
too much. Current oil prices however could change
this again, as money is again rolling in.
.
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ARAMCO IPO LISTING FIGHT HEATS UP,
WHILE OPEC DEAL SUPPORTS IT
The ongoing fight between the London Stock
Exchange (LSE), New York (NYSE), Hong Kong and
others are for sure not yet out of the running.
Saudi officials have been able not to indicate any
preference yet, but only keeping their cards close
their chest. The last weeks several high-level
attempts have been seen by parties to force the
hand of Riyadh, without any real success yet.
London has now upped the ante by not only
agreeing on a $2 billion loan for Aramco, but also
by sending a City of London delegation, where
London
heavyweight
companies
are
accompanying the Lord Mayor on his trip. Without
any doubt, Charles Bowman, the City of London’s
lord mayor, is going to discuss the Aramco listing
during his meetings. Bowman will be assisted by
an unknown senior executive of the London Stock
Exchange (LSE) as well as representatives from
PWC, and from investment group Standard Life
Aberdeen. The delegation is officially to meet up
with officials from the Saudi stock exchange—the
domestic market on which Aramco will also list—
and from Saudi Arabia’s sovereign wealth funds
and monetary authority, according to British
leading newspaper The Times. Even that members
of the delegation all stated that the Aramco IPO
listing is not the primary goal, no one is doubting
that it will be. Last week, British PM Theresa May
already went to Saudi Arabia, to meet up with King
Salman and Crown Prince Mohammed bin Salman.
She was more explicit by stating “London is
extremely well-placed’’ to be picked as the listing
venue.

At the beginning of November US President
Donald Trump already openly stated in the press
that he “would very much appreciate Saudi Arabia
doing their IPO of Aramco with the New York Stock
Exchange.” The latter is also still open, but US
legislation and political issues are still considered
to be a threat to the latter. The JASTA (Justice
Against Sponsors of Terrorism) Act is currently
threating law suits against all Saudi investments or
assets in the USA. An Aramco listing could be
considered to be a primary target by parties.
An outsider, as considered by analysts, Hong Kong
has also pushed with full force the last week. High
level Hong Kong officials have met Saudi Arabian
King Salman in Riyadh. Media sources stated that
Hong Kong chief executive Carrie Lam and
financial secretary James Lau were joined by the
chairman and the chief executive of HongKong
Exchanges and Clearing (HKEx), CK Chow and
Charles Li. Officially discussions have been
focusing on several fields with the Saudi ministers
of energy, finance and interior. Behind closed
doors, the main focus will for sure have been the
fact that HKEx’s Li has stated in the press that a
Hong Kong listing would help secure huge Chinese
demand for Aramco’s partial share sale, which
Riyadh hopes will raise some $100 million. China
is perceived as one of the main investors in the
upcoming IPO schemes in Saudi Arabia. Aramco is
a primary target, as it supports the Chinese
demand for crude oil and petroleum products, but
also will open up more opportunities for Chinese
companies in Saudi Arabia.
One major partner is still keeping very quiet. No
role has yet been decided for Russian institutional
investors or the Moscow stock exchange. A
possible listing in Moscow would be geopolitically
and economically an interesting move for the
Kingdom. It would not only open up direct links
with the Kremlin and its backers, but also could
mitigate a possible US-UK vs China power position
on the listing battle. To have Moscow as a backup
and strategic partner only would increase the
position of Riyadh the coming year.
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Riyadh’s plans for the Aramco IPO even got a
boost already. The OPEC – non-OPEC deal, which
has been struggling to get the international oil
market again on track, seems now to be getting its
hard-needed results.
Khalid Al-Falih, Saudi
Arabia’s energy minister, has accomplished his
mission, coming back from OPEC’s meeting in
Vienna, holding in his hands an agreement with
Russia for around 9 month to continue the
production cut agreement. The latter means that
Aramco’s IPO will be put on the market in a
framework of stabilized and possibly higher oil
prices. Falih is now able to state to Saudi deal
maker MBS that he can tick off another variable, oil
price, that could have had a negative impact on the
launch of the initial public offering of the world’s
biggest oil company Aramco. It also will have
shown the world community that the SaudiRussian cooperation is still holding. If oil prices
continue to hover around $60 or more per barrel,
while global storage levels are being drained, the
Kingdom could be expected a big surprise, an IPO
which is oversubscribed at price levels not
foreseen the last years. The revenues generated
by the Aramco IPO will come at a time that, based
on $60 per barrel, the Kingdom could be even
running a current account surplus. The fiscal
deficit will be lower than expected, easily to be
managed by taking cash out of the international
market via bonds. As the Bank of America Merrill
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Lynch already stated, $60 is a “Goldilocks” scenario
for the Kingdom’s economy, helping the whole
Saudi economy, as it is not forcing old habits to
continue, but opening up roads for progress.
For the IPO, the current scenario is very promising.
Looking at the market, and the strategic value of
the IPO to institutional investors or governments
(Russia, China, India, GCC), the success almost was
guaranteed, even at price levels of around $40 per
barrel. For the Kingdom it is however a political
need to have Aramco valued at around $2 trillion,
which is based on price levels of $55-60 per barrels
in conservative assessments. The $2 trillion mark is
strategic, as it is almost the same amount stated in
several reports and Vision 2030 to be needed to
diversify the Kingdom’s economy and set up
around 6 million new jobs before 2030. The pot
with gold is there, especially if OPEC is playing its
part at the same time. Higher oil prices are good
for the Kingdom’s short term revenues but could
be a threat to the IPO in reality. With high oil
prices, the need for an IPO is not anymore
pressing. Saudi Arabia needs however the Aramco
IPO, as it has gained the necessary interest of the
global financial markets to finance its future plans.
The Aramco IPO also is the first in a long line of
Saudi IPOs to be expected. Without Aramco, the
other companies will not be of real interest some
fear.
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SAUDI CORRUPTION STRATEGY NOT
SPOOKING INVESTORS, SUPPORTING
MBS STRATEGY TO BE ON TRACK
The unexpected hard hitting anti-corruption
strategy of Saudi Arabia’s Crown Prince
Mohammed bin Salman (MBS) has not resulted in
a total shutdown of interest of institutional
investors or equity holders. Saudi Arabia’s
attractiveness has received only a minor hit after
the arrest of clique of billionaires and princes, but
current signs are showing that Saudi Arabia’s
bondholders are a pretty sanguine bunch.

grips with the immense ongoing changes in the
Kingdom. The moves implemented the last weeks
are regarded to be necessary. Some even state that
if MBS manages to secure the succession, it does
enhance his ability to push through the reforms.
And, in the end, Saudi Arabia has a very strong
balance sheet -- not much debt, a big cash reserve,
the ability to borrow, assets to sell, and clearly they
have a reform agenda.”

The power grab and anti-corruption move by the
crown prince has not scared investors in Europe,
US or Asia. Analysts are currently getting more
self-assured about the positive effects coming out
of the crackdown on corruption and the
stranglehold that major Saudi corporations and
royal family members had on the Kingdom’s
economy. The ongoing swoop now is being looked
at a positive move which clears the way for
accelerating economic and social reforms under
Crown Prince Mohammed Bin Salman.

The last couple of weeks, rumors have been going
around about the total outcome of this exercise by
MBS. Some royals already have left the so-called
“Colditz Castle of Riyadh” or also known as the Ritz
Carlton. Articles emerged in which it is stated that
these royals have paid their way out, such as the
former head of the Saudi National Guard, Prince
Miteb. The latter is rumored to have paid around
$1 billion for his ticket out. These arrangements
and financials have not been confirmed by officials
yet. The fate of the others is not yet known, but
financial tickets will be the main possibility to get
of the ‘luxurious’ Ritz Carlton Riyadh. The MBS
move against corruption has not only stunned
Western investors but also has been a major
surprise for investors across the six-nation Gulf

As stated before, in several other articles (see
oilprice.com), the crackdown is now looked at as a
major solidifying factor in the prince’s position. As
indicated already, the financial sector is getting to
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Cooperation Council as concern spread of over
who might be targeted next.
The Saudi move however is not standing on its
own. Several other Middle Eastern regimes, and
even Russia, have been using the same practices in
a move to quell high levels of corruption, while at
the same time countering possible opposition. In
the past 18 months alone, Turkey has arrested
thousands of civil servants after a failed coup,
Brazil’s president has fought corruption charges
and South Africa’s President Jacob Zuma has been
fending off attempts to unseat him. Russia after
the breakdown of the Soviet Union used it also,
while Moscow’s Tsar Putin sees it as a major
instrument whenever opposition parties or
businessmen are getting too much a distraction or
threat.
Financial analysts at present are not taking into
account the possible local and regional political
consequences of MBS’ strategy. However, the
majority is convinced that used in a rational way,
the outcome will be much more positive than at
the start was expected.
Not only is the
government overhauling its economy to reduce its
reliance on oil revenue, it’s also imposing social
changes, which includes allowing women to drive.
Prince Mohammed is spearheading the reforms
after a plunge in crude prices helped expose the
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issues that have curbed economic growth. The
situation of Saudi’s finances also should not be
underestimated.
A large group of analysts has been stating that the
anti-corruption move was also meant to refill the
coffins of the government. Well, looking at these
‘small coffins’, the bottom has not been reached
by far. While the kingdom’s foreign reserves have
fallen $260 billion since reaching a high in August
2014, Saudi Arabia still has $478 billion in its
coffers. Last months even showed a resurgence in
reserves.
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SAUDI CORRUPTION CRACKDOWN
TOPPLES OIL KINGPINS
Saudi Crown Prince Mohammad bin Salman’s
unexpected crackdown has shattered the
tranquility of the kingdom. After Saturday’s news
emerged that a long list of high-profile Saudi
royals, military leaders and multi-billionaires were
arrested or confined to their quarters, all seemed
to be only an implementation of the crown prince’s
open threat that “no-one is above the law, whether
it is a prince or a minister.”
The current list of arrests includes names like Saudi
billionaire Prince Al-Waleed bin Talal, one of the
most media-loved Saudi businessmen, and Prince
Miteb bin Abdullah, former head of the Saudi
National Guard. At the end of the weekend, the
impact was clear: The new Saudi power broker isn’t
cutting anyone slack.
Just after that, in an effort to clean house in one
fell swoop, Mohammad bin Salman (MBS)
announced—by royal decree—a new anticorruption committee.
At the moment, most eyes are on the anticorruption narrative, which is being pushed by the
Saudi government and media. The announcement
of the arrests, made over Al Arabiya, the Saudiowned satellite (whose broadcasts are controlled
by the state), showed MBS’s willingness to address
corruption. Clearly, corruption and a lack of
transparency is still a significant issue in Saudi
Arabia, and MBS is taking a risk in challenging it.

It seems the crown prince is far from finished, as
news has emerged that one of the Arab world’s
leading broadcasters, MBC, has been put under
government control. Part of its management was
removed and the owner detained. News is also
emerging that even the former Saudi Minister of
Oil Ali Al Naimi, Saudi Arabia’s media face for
decades, has been forcibly confined to his
quarters.
Other sources state that a travel ban has been
imposed for Saudi officials, including some figures
within Saudi Aramco. The latter have been
informed that travel requests are currently on hold.
More interesting is that the Saudi Monetary
Agency (SAMA) has ordered a freezing of accounts
of individuals linked to corruption. SAMA
reiterated the respective accounts of companies
have currently not been frozen.
Regarding the Saudi royals, most princes and
princesses are currently prohibited to travel,
except with the permission of King Salman.
Foreign money transfer also has currently been
limited to $50,000 per month, with a two-month
limit. Security sources indicate that Saudi princes
in Tabuk, Eastern Province and Mecca have been
put under house arrest. At the same time, Saudi
special forces have moved to surround the
residencies of Prince Mishal bin AbdulAziz, Prince
AbdulAziz bin Fahd and Prince Khalid bin Sultan.
These developments are going further than the
original anti-corruption crackdown. The already
long-foreseen power struggle to take the Saudi
throne seems to be entering its second phase.
Crown Prince bin Salman seems—supported by
signs of support coming from Washington,
Moscow and even Arab neighbors—to take the
chance to overwhelm his local opponents by
shockwave tactics. Some indicate that they expect
a possible change of guard at the top in the next
couple of days.
Each day’s developments grow more significant.
MBS was able to increase his own position
dramatically this weekend, and continues to
remove remaining opposition by the dozen.
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Although short-term volatility could occur, overall
stability and change inside of the kingdom is to be
expected, as MBS and his supporters are holding
not only the military and security forces in their
hands, but have also gained the trust and support
of the majority of the Saudis.
MBS has the same charisma as John F. Kennedy
had when took the U.S. presidential office. The
crown prince has gained an almost movie-star
popularity under the young Saudis, who form the
majority of the population.
These current developments didn’t come out of
nowhere. The basis for the anti-corruption
crackdown was supported by the success of the
Future Investment Initiative 2017. Dubbed “Davos
in the Desert”, this high-profile gathering of the
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world’s leading financial power brokers happened
in Riyadh last week.
At the event, MBS received the green light to
pursue his Saudi Vision 2030 dream to wean the
kingdom from its hydrocarbon addiction. In the
same week, U.S. president Trump and his
administration increased their support for the
Saudi hardline position to Iran, IRGC and
Hezbollah. Washington also increased its pressure
on Qatar to soon move away from Tehran.
These regional and geopolitical developments
have bolstered the views of the MBS to pursue his
strategy of confronting Iran and its proxies. It’s no
coincidence that the start of the crackdown
popped up at the same time that Lebanese prime
minister Hariri took refuge in the kingdom. Thus,
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the link with Hezbollah-Iran and Lebanon isn’t
difficult.
Without trying to assess the present situation as
dire and threatening, all signs show that the
region, under influence of Saudi’s new de-facto
ruler, is heading toward a full confrontation with
Iran. The internal Game of Thrones of Saudi royals
is now being slowly but obviously transformed to
a full-scale showdown with Iran and its proxies.
Saudi Arabia—supported by the UAE, Bahrain and
likely Egypt—was openly given the green light by
Trump’s secretary of treasury and secretary of
state. The silence on the Russian front indicates a
possible change of heart in Putin’s coterie, as well.
Saudi Arabia and others openly stated that Iran has
committed several acts of war against the
kingdom. The ballistic missile attack by Houthi
rebels on the airport of Riyadh is directly linked to
an act of war by Iran, perceived to be the provider
of these systems.
The coming days are crucial for the region’s
stability and future. The ongoing power struggle in
the kingdom, which is currently openly on the
streets, not only targets corruption, but is a move
to consolidate power by Crown Prince bin Salman.
His movement is clear, and should perhaps be
supported in full, as it could lead the change that
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young Saudis want. The outcome will decide the
further steps needed by all parties involved.
Considering the signs, the most positive outcome
would be a consolidation of the position of MBS as
the main power broker, leading to a full
implementation of Saudi Vision 2030. In the short
term, this won’t prohibit the Saudis and their allies
to react and act with full military power against the
Iranian power projections and its proxies in Yemen,
Lebanon and Iraq.
Stability and security in Saudi Arabia is seen as a
leading factor in MBS’s power strategies.
Confrontations inside and outside the kingdom
aren’t seen as a no-go area. After decades of
listening to U.S., European or Russian advice, MBS
is creating his own future. Short-term financial or
economic instability and geopolitical risks have
increased substantially in the last 24 hours.
Also published on Oilprice.com
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VIENNA IS THE ULTIMATE OPEC
SMOKESCREEN
The OPEC circus continues to make headlines. All
the five-star hotels are booked, as market
analysts fervently examine their glass balls to
predict the outcome of Thursday’s big meeting.
Again, OPEC strategists have successfully raised
media attention to a level where the oil market’s
future is undecided. However, the new structure
of the oil market was already decided weeks ago
between Moscow and Riyadh.
Though Saudi Crown Prince Mohammed bin
Salman (MBS) has limited his agenda to the media
frenzy of the Colditz Castle of Riyadh (a.k.a. the Ritz
Carlton) and the ongoing Iranian-Qatari war
drums, Saudi Arabia, OPEC’s unquestionable
leader-to-be for the coming decades, has already
put its new market strategy in place. The kingdom
will continue its export cuts, while shaping the
market increasingly by conquering market share in
the petroleum products market.
On the short term, analysts are looking at
statements coming from the cramped media
rooms of OPEC’s Vienna headquarters—and the
knowledge spread by the respective OPEC oil
ministers will be flabbergasting. Statements by
OPEC Secretary General Mohammed Barkindo,
Saudi Oil Minister Khalid Al-Falih, and Iran Oil
Minister Bijan Zangeneh will be assessed and
taken as reality, while markets react accordingly.

Russian Energy Minister Alexander Novak will
continue his theatrical play of being a market
shaper, largely repeating that Moscow is behind an
extension of the production cut agreement. Novak
will also will warn for growing market pressure,
which looks to become overheated. The latter
could be taken as reason in 2018 to end the OPEC–
non-OPEC agreement.
Another oil price increase, caused by shortages in
the market or a continuation of the stock draw, is
regarded as a possible boon for U.S. shale
production.
For the mid- to long-term, however, two other
major issues will affect the oil market more than
OPEC discussions in Vienna.
First, the continuation of the production cut
agreement (which in reality is only a crude export
cut agreement) is under pressure as several OPEC
members head toward a full military confrontation.
The increased tension between the Iran- and
Saudi-led blocks in the Middle East will have a
much more detrimental effect on crude oil markets
than any OPEC–Russia agreement in place. Not
only could a military confrontation in Lebanon or
Iraq lead to a total destabilization of the region,
but will also constrain major oil production and
export volumes in due course. Without taking the
latter into account, oil market analysis is currently
without any basis.
Iran’s ongoing support of proxies in Lebanon,
Syria, Yemen and Iraq will lead to a showdown. The
United States and Russia are currently only players
on the sidelines, while Saudi’s MBS, in cooperation
with UAE’s Sheikh Mohammed bin Zayed, are
establishing a strategy of collision, no longer
willing to find any diplomatic solution.
OPEC’s current stability is already a farce, as
geopolitics and regional power plays are having a
much larger impact than only hydrocarbon
revenues. Russia, officially an ally of Iran—as was
needed to confront Daesh and the Syrian
opposition—is already is turning its back on
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Tehran. Whatever the Arab front is planning,
Moscow and Washington will take a backseat.
As for the second issue, OPEC’s main players
(especially Saudi Arabia) seem to be changing their
traditional position of focusing on crude oil export
revenue based strategies. After being confronted
by half a decade of oil glut and high crude oil stock
volumes, Riyadh slowly but steadily changed its
investment strategies significantly. The former
crude oil exporter has become a sleeping giant on
the downstream front. The kingdom’s sleeping
giant, Aramco, is now a major new force to reckon
with worldwide, due to its multibillion refinery
investment spree in Asia and the U.S. More
important, however, is the only slightly reported
discussion within the kingdom about the increased
cooperation between Saudi Aramco and Saudi
Arabia Basic Industries (SABIC).
Last week, news emerged about preliminary plans
to build a $20 billion complex to convert crude oil
to chemicals. Officially, the deal is part of the
kingdom’s strategy to diversify its economy
beyond exporting crude. Aramco and SABIC, a
former Aramco spin-off, will set up the world’s
largest crude-to-chemicals facility, able to produce
nine million tons of chemicals and base oils per
year. As an additional product, the facility can
produce around 400,000 bpd of diesel for local
consumption. If implemented, the project would
use around 400,000 bpd of Arabian light. SABIC’s
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CEO Yousef Al-Benyan indicated that the new
facility would involve two or three crackers, which
are used to break heavy hydrocarbons into
petrochemicals. The use of so-called flexi-crackers
would enable the firms to break down a range of
feeds: oil, gas or naphtha.
This should be seen as part of a bigger picture.
With more non-OPEC production expected to
come available, based on U.S. shale and other
unconventional oils worldwide, OPEC’s production
cut agreement can only confront part of the threat
in the future. If Saudi Arabia continues to be the
major force behind the production or export cuts,
the kingdom will face not only lower income but
also lower market share. Competitors will try to fill
the gap.

Riyadh’s strategy, however, is proactive—in stark
contrast to the past. By addressing new
opportunities in downstream, not only can it
continue its current production cut agreement, but
can also target new market share in downstream.
Without having to open the gates of hell, which
would be caused by ending the current OPEC–
non-OPEC agreement, Saudi Arabia can regain
part of its lost revenue base and confront new
competitors in upstream on their own turf. Saudi—
and likely other Arab—downstream products
aren’t currently bound by any production
agreement, leaving room for worldwide
competition. Without taking any chance of
disturbances in the oil market, Aramco can
continue its drive for a stable crude oil market,
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balancing its traditional revenue base while
opening up new profitable new ventures.
Others will definitely follow Aramco’s new strategy.
Its Emirati compatriot ADNOC already shows
increased interest in downstream, not only
domestically but also in its Asian markets. Others
will follow within the oil cartel. The current views
held by some Arab leaders is to let the Western
analysts keep their focus on oil stocks and
volumes, stabilizing the market base, which leads
to higher crude prices, while Riyadh, Abu Dhabi
and others are establish a power base in
downstream. This new situation not only increases
the oil cartel’s power position, but also opens the
possibility of increased upstream spending and
production volumes, without directly disturbing
the markets.
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Crude oil volumes on the global market will
continue to be reasonably stable, keeping the
status quo between demand and supply.
So the message from Riyadh, not Vienna, is “please
look at crude volumes while we take downstream
profits, too!”
Also published on Oilprice.com
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SAUDI CORRUPTION CRACKDOWN
COULD PERMANENTLY BOOST OIL
PRICES
The Middle East is heading for a major showdown,
if statements made by Saudi Crown Prince
Mohammed bin Salman (MBS) and UAE’s minister
of Foreign Affairs Gargash are to be taken literally.
Over the last couple of weeks, the Gulf region has
been on a rollercoaster ride. Risk analysts are
struggling to deal with the dramatically changing
geopolitical and financial environment while a
direct military confrontation between the Saudiled alliance and Iran’s proxies is around the corner.

of all, the Davos in the Desert meeting showed the
financial world’s immense interest in investment
opportunities in the kingdom.

The signals coming from the Saudi capital Riyadh
are still the same; Saudi Vision 2030 and the
Aramco IPO are on track. The media remains
skeptical about the unforeseen crackdown on
corruption, a week after the so-called “Davos in the
Desert” financial get-together in Riyadh (October
24-26), where 3,500 CEOs and financial wizards
convened.

At the same time, the Trump Administration and
the UK government tried to woo MBS to list the
Aramco IPO on their stock exchanges. Some would
have become more lenient towards a flexible
approach when looking at the amount of interest,
but MBS upped the ante and pushed for new hardneeded changes.

The fallout of the direct attack on Saudi Arabia’s
financial moguls and construction giants, such as
Prince Al-Waleed bin Talal and the Binladin Group,
would put fear in the heads of investors in New
York, London, Beijing and Moscow. Most agreed
that MBS overplayed his hand, causing instability
in the country and the region.
The reality for insiders, however, looks different.
The anti-corruption crackdown by MBS is part of
his overall strategy to implement Vision 2030. First
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Considering that 99 percent of the attendees had
never visited Saudi Arabia before, while only the
speakers already represented a $22 trillion value of
assets under management, MBS could tick off
another box on his long list to make Vision 2030 a
success.

The anti-corruption crackdown was carefully
considered and timely, and served not only to
remove corruption in the kingdom, but can also
been seen as a way to remove remaining
opposition to MBS’s future reign.
With military precision, MBS removed most of the
obstacles still blocking a possible MSCI Emerging
Markets Index listing in 2018. By taking out highprofile businessmen that were already convicted
several times for corruption and removing princes
that held commanding positions within the armed

COMMENTARY

forces, MBS moved the kingdom towards a more
modern economy while consolidating his own
power. The inclusion of the kingdom in the MSCI
index will bring a multitude of FDI, much larger
than the Aramco IPO. The MSCI Emerging Markets
Index, for example, gives European pension and
investment funds the possibility to invest in the
kingdom and trade on its stock exchange. The
Saudis have reportedly already attracted $9 billion
in recent weeks. Some analysts are much more
optimistic, when looking at the long range of IPOs
planned on the Tadawul (Saudi stock exchange).
MBS’s domestic popularity has increased in recent
months. The Crown Prince has great support
among the youth and has shown to be listening to
the majority of his people, while being unafraid to
make dramatic changes to outdated social
structures within the kingdom. Still, MBS
understands internal Saudi politics, and will try not
to completely upset the establishment.
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At the same time, regional instability and unrest
complicate MBS’s agenda. The confrontation
between Arab nations and Iran has reached a
tipping point. And looking at the statements made
by UAE’s minister of foreign affairs on November
12 during the Emirates Policy Center’s Abu Dhabi
Strategic Debates (ADSD2017) on Sky Arabia
shocked the audience. The direct attack and
accusations vented towards Iran and Qatar, both
accused of promoting instability, financing
terrorism
and
extremism,
were
of
an
unprecedented tone. Gargash also accused both
of committing “acts of war”, especially via arming
Houthis in Yemen and Hezbollah. These
accusations are openly supported and repeated by
a long list of Arab politicians and leaders.
The war drums are being banged—and this time
not as an empty threat, but as a precursor to real
military action. Most analysts are looking to
Riyadh, as they expect MBS to lead this operation
against Lebanon’s Hezbollah and the Iranian IRGC;
most likely the lead will be taken by the UAE.
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The political show around Lebanese PM Hariri is
only part of this. Analysts tend to forget that
Hariri’s real power is in Saudi Arabia, where he is
the owner of construction giant OGER, currently
under investigation as it is in financial trouble. MBS
has taken the opportunity to kill two birds with one
stone and remove OGER out of the picture in Saudi
Arabia while destabilizing Lebanon. This was
organized in close cooperation with other Arab
leaders. Sheikh Mohammed Bin Zayed, a close
friend of MBS, will head the anti-IRGC venture, as
Abu Dhabi has been doing for years under the
radar in Yemen, Syria and especially Libya.
Military action can be expected, with or without
support of Washington. As several Arab ministers
and advisors have stated in recent days, it’s time
for Arabs to take the future in their own hands.
Washington can support, but not lead. If no
American assistance is given, others will
undoubtedly fill the gap. Moscow has been
extremely quiet the last weeks, not indicating any
support for Tehran nor trying to mitigate between
the Riyadh-Abu Dhabi axis and Iran-Hezbollah.
These plans seem to have already been discussed
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in the respective capitals, as ministers of the said
countries have convened in several places.
If action is taken against Iran and its proxies, OPEC
and oil prices will be impacted immediately. Oil
price increases of $5-10 per barrel a day could be
a distinct possibility. An escalation in Lebanon, due
to inclusion of Israel in the action, or maritime
traffic attacks in the Gulf, would only push prices
up further. After years of low geopolitical risk
premiums, risk has returned to the market. This
time, however, they are new players, unknown to
the majority of risk analysts. MBS and Iran will put
volatility back in the market where it belongs.
By Cyril Widdershoven for Oilprice.com
Also published on Oilprice.com
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MIDDLE EAST
BOILING POINT

TENSIONS

The 38th Gulf Cooperation Council (GCC) Summit
resulted in a showdown between Qatar and its
Saud-led alliance counterparts. Saudi King Salman
decided to send a lower diplomatic delegation in
his place, chipping away at the stability in the
region. Additionally, in an unexpected move, Saudi
Arabia and the United Arab Emirates (UAE)
announced that the two countries have formed a
new economic and military partnership, separate
from the GCC. Arab analysts have already indicated
that this could deal a deadly blow to the role of the
GCC.
Officially, the decision made by UAE’s ruler Sheikh
Khalifa bin Zayed Al Nayhan and the Saudi King is
not linked to the ongoing Qatar crisis. However,
the symbiosis currently showing between Saudi
crown prince Mohammed bin Salman and Abu
Dhabi’s crown prince Sheikh Mohammed bin
Zayed is the main force behind this bilateral
cooperation agreement.
The direct impact wasn’t clear within the first few
hours of the GCC meeting. Analysts speculated
how the news of the fresh Saudi-Emirati military
and economic cooperation would impact the sixmember GCC meeting. Until the new alliance was
announced, the media was primarily focused on
the ongoing Qatar crisis, especially due to the fact
that the Qatari Emir was in attendance. Insiders,
however, already expected that the new
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agreement would have a detrimental effect on the
GCC meeting, given the impact of the council’s two
main supporters decided to create their own
military, political, and economic alliance.
Riyadh and Abu Dhabi have clearly been paving
the way for a confrontation with Iran and Qatar for
several months, while also setting up major
economic projects in their own countries as they
coordinate military operations in Yemen, Syria and
Libya. Two weeks ago, Emirati analysts indicated
that the UAE would take a primary role in regional
conflicts, which has now come to the surface more
clearly.
Several major conclusions now need to be drawn.
First of all, the Saudi-Emirati move puts immense
pressure on the other GCC countries to comply to
the Riyad-Abu Dhabi axis point of views with
regards to Doha and Tehran. It also shows that
these two leading Gulf states have decided to put
their own strategy in place, which is independent
from the US-allied Gulf Arab nations planned by
the GCC. It’s clear that both countries are even
willing to confront Washington in their strategy
towards Qatar, which still holds a major U.S.
military base. The Abu Dhabi-Riyadh axis puts
Washington under pressure to decide its own
policies towards Qatar and Iran. With the increased
pressure on the Trump administration, it also asks
its Arab neighbors to pull ranks.
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Washington and Europe have always been
supportive of the GCC integration strategy. By
cooperation, the Arab states are meant to be
stronger in order to confront possible adversaries
in the region, such as Iran, Syria or even Turkey.
This, however, has been put on ice.
Cooperation between the Arab Gulf states has
always been a difficult issue to navigate, as Oman,
Kuwait and lately Qatar have shown. Qatar’s total
rejection of the demands made by Saudi Arabia,
UAE, Egypt, and Bahrain has already strengthened
Doha’s relationship with Iran.
Analysts are watching this GCC meeting with
anticipation. Hope for a détente between the
fighting parties, however, is over. Instead of a
political thaw, the armies are currently being called
to the barracks for preparation of further action.
The old adagio of “war is politics by other means”
could now become a fact of life in the region.
Without a real declaration, most GCC members
have called it a day, and ended their participation
of the Kuwait meeting two days earlier than
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planned. A crisis of unknown order could happen
in front of our eyes.
The GCC was hit hard by these developments. It’s
not yet dead, but currently hanging on by a thin
thread. Not only will we see more infighting in the
coming weeks, but the Saudi-Emirati move added
fuel to the fire, especially considering neither the
UAE nor Saudi Arabia even bothered to send their
heads of state.
The region is seconds away from a full-blown
catastrophe. Not only has the GCC cooperation
taken a hard hit, but other regional developments
are also taking a toll.
In the past few days, the Yemen War took a
dramatic turn with the death of President Saleh
following his decision to break military
cooperation with the Houthis. The Iranian-backed
Houthi militias have turned on Saleh supporters,
further complicating the Saudi-Emirati efforts to
find a solution to the bloody war.
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Looking at the Qatar-Yemen issue, and the
implosion of the GCC, a military confrontation is
not an ideal fix. The current announcements and
developments come just after Saudi Arabia held a
meeting in Riyadh of the so-called Muslim Alliance
or Arab NATO, a pan-Islamic coalition of 41
countries allegedly dedicated to fighting Islamic
State militants in Iraq and Syria. The Islamic
Military Counter Terrorism Coalition (IMCTC) is
seen as a military force set up to confront Iran and
its proxies, but Qatar could also be a future target.
Saudi crown prince Mohammed bin Salman has
put his full weight behind it, as he is the original
instigator of the idea.
Since the alliance excludes non-Sunni countries,
Iran, Syria and Iraq are not members. With no real
positive results in Syria, a continuation of the
Yemen war, and a creeping Iranian influence on its
borders, Saudi Arabia is speeding up its efforts
now to confront perceived threats. This strategy—
supported by the UAE, Bahrain, Kuwait, Pakistan
and Egypt—is now being established in steps, it
seems. The UAE-Saudi military cooperation is
currently a logical result.
On the military-economic front, the fog of war is
thickening. However, outside of the heartland of
confrontation, a new danger exists. Just after the
OPEC meeting in Vienna concluded, and a show
was made of cooperation and full compliance,

19

9 December 2017

internal dissent and confrontation between
leading OPEC members has now fully surfaced.
As stated before, a war is brewing in the Middle
East, which will have clear and direct repercussions
on the oil (and gas) markets. If the current
assessment is true, OPEC is heading for a
showdown, not with U.S. shale or Vladimir Putin,
but between its own members. Saudi Arabia and
the Emirates have upped the ante, Qatar and Iran
have to budge or confront the issue head on.
We’ve yet to learn how well these OPEC members
will follow their production and export strategies
while hitting each other hard on other fields. More
pressure on Doha and others will certainly lead to
a situation where drastic measures will happen.
The first one to budge will be hit the hardest.
This GCC implosion will have global side effects.
Expect the first ripples as soon as financial analysts
wake up and look at the larger geopolitical military
picture that will have an impact on oil and gas
volumes the coming months. Repercussions will be
swift and hard, coming from unforeseen corners,
but all leading toward a central point between
Riyadh and Tehran. Doha’s geographical position
isn’t too far away from this center of gravity.
Also published on Oilprice.com
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Oil advances as Saudi purge bolsters proOPEC cut Crown Prince
6 November 2017

Oil climbed from the highest close in two years as
an anti-graft probe in Saudi Arabia was seen to
consolidate power in the hands of Crown Prince
Mohammed bin Salman, who’s backed OPEC-led
output cuts.
Oil climbed from the highest close in two years as
an anti-graft probe in Saudi Arabia was seen to
consolidate power in the hands of Crown Prince
Mohammed bin Salman, who’s backed OPEC-led
output cuts.
Futures rose as much as 0.7 percent in New York,
gaining for a third session. Saudi Arabia’s King
Salman ordered the purge of royals and top
officials in the world’s biggest crude exporter,
including a member of the royal council
overseeing the state oil company and one of its
directors. In the U.S., the rig count dropped to the
lowest level since May, according to Baker Hughes.
The crown prince “has already been outspoken in
his support for an extension to the current OPEC
cuts,” said Edward Bell, an analyst at Emirates Nbd
Bank. “As one of the world’s largest producers and
exporters undergoes a transformation of its
economy, some uncertainty and political risk is
bound to be encountered along the way, which
would be supportive for prices.”
Oil has risen for four straight weeks on signs that
global inventories are shrinking and the
Organization of Petroleum Exporting Countries
and allied producers will extend their glutreduction accord beyond its March expiry. Saudi
Arabia, Iraq and Kuwait -- which together pump
more than 50 percent of OPEC’s crude - signalled
firm support for an extension.
West Texas Intermediate for December delivery
advanced as much as 36 cents to $56 a barrel on
the New York Mercantile Exchange and was
trading at $55.86 as of 2 p.m. in Hong Kong. Total
volume traded was about 12 percent above the
100-day average. Prices on Friday added 2 percent
to settle at $55.64, the highest since July 2015.
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Brent for January settlement added as much as 37
cents, or 0.6 percent, at $62.44 a barrel on the
London-based ICE Futures Europe exchange.
Prices increased 2.4 percent to $62.07 on Friday,
the highest close since July 2015. The global
benchmark crude traded at a premium of $6.31 to
January WTI.
Security forces arrested 11 princes, four ministers
and dozens of former ministers and prominent
businessmen, according to Saudi media and a
senior official who spoke on condition of
anonymity.
“Anything to do with Saudi Arabia is a bit
unsettling for the oil market, but there’s no
indication at this stage of any issues that may lead
to a supply disruption,” said Ric Spooner, an
analyst at CMC Markets in Sydney. “Oil is
continuing to probe for a level that will attract new
short-term production, particularly from U.S. shale,
and we haven’t yet seen evidence of that.”
http://www.arabianbusiness.com/industries/energy/382
819-oil-advances-as-saudi-purge-bolsters-pro-opeccut-crown-prince

Saudi Arabia’s New Strongman Wants the
Kingdom to Become a Middle East
Arms Powerhouse
6 November 2017

The crown prince’s surprise arrests of rivals puts
him in position to execute a sweeping
diversification of the country’s economy. What
does Saudi Arabia’s crown prince want to do now
that he’s holding potential rivals prisoner at the
Riyadh Ritz? Among other things: turn his country
into a major weapons manufacturer.
Currently, Saudi Arabia is one of the world’s
biggest arms importers. In May, Riyadh pledged to
buy U.S.-made weapons worth up to $110 billion
(a deal that Donald Trump claimed credit for,
though it was in the works long before his
election). The package includes THAAD missiles,
spy planes, tanks, and more. But Crown Prince
Mohammad bin Salman bin Abdulaziz Al Saud —
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informally, MBS — wants his country to produce a
lot more of its own arms.
MBS is believed to have been the guiding voice
behind last year’s Saudi Vision 2030, which lays out
an agenda for diversifying the Saudi Arabian
economy beyond oil. Among other things, the plan
aims to enable the country to build half of its own
military weapons in less than two decades.
“We have already begun developing less complex
industries such as those providing spare parts,
armored vehicles, and basic ammunition,” the plan
says. “We will expand this initiative to higher value
and more complex equipment such as military
aircraft. We will build an integrated national
network of services and supporting industries that
will improve our self-sufficiency and strengthen
our
defense
exports,
both
regionally
and internationally.”
Mohammed bin Salman’s surprise arrests of 11
Saudi princes and several other officials — a move
that many in the West saw as a massive
consolidation of power, particularly over the
military and security services — turns the crown
prince into a one-stop shop for the Kingdom’s
arms decisions. He’s in a perfect position to
execute on his strategy with no opposition.
In theory, as the Kingdom builds more weapons
internally, his Western arms suppliers might expect
to lose profits. But that ignores the market’s seesaw nature, said one defense industry analyst. A
former senior manager at a top U.S. defense
company, the analyst spoke on condition of
anonymity, citing the sensitive nature of his
current work with various defense firms.
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necessarily less lucrative than simply exporting
arms to the Kingdom. Lockheed Martin has rushed
to ink deals to co-build Black Hawk helicopters and
satellites with Saudi firms. Boeing, too, is looking
to establish a foothold in the Kingdom’s nascent
arms industry through a company called Alsalam
Aerospace, a nominally Saudi company that
operates as a subsidiary of BITG Corporation, a
Boeing subsidiary.
In effect, these firms are agreeing to something
much more like a marriage than a traditional
buyer-seller relationship. But with Mohammed bin
Salman in the mix, such long-term partnerships
carry a lot of risks — dangers that were apparent
even before the weekend’s power moves. MBS is
seen as the driving force behind Saudi Arabia’s
increasingly violent proxy war with Iran in Yemen.
He’s also credited with the Kingdom’s hardball
economic tactics against Qatar. The recent arrest
spree is yet another move sure to make future
business wary. Who wants to be in a long-term
relationship with a guy who just arrested
11 relatives?
“You would be cautious for sure,” said the analyst.
“It is certainly a watch point. The rest of the story
is: will business continue to flow? No one was
predicting what happened [over the weekend] but
business has not been affected. Arguably, Western
businesses— yes they are cautious. But the signs
are still positive because modernization is required
to do some of the big things that they [the Saudi
Arabian government] are talking about. And, like it
or not, this was a step toward more modernization
and openness.”

“People like to think that [Saudi Arabia] is this
multi-billion dollar market every single year. That’s
just not the case. They maintain what they have”
— such as tanks and other vehicles, said the
analyst. “From a Lockheed Martin perspective or
from a Northrop Grumman perspective, it’s been a
big chase.”

The analyst said defense contractors would look to
the U.S. government for reassurance that the
relations with the Kingdom are normal. “You would
weigh it in terms of everything else, in terms of
what the discussion is like government to
government. You would want to make sure that
the U.S. embassy and the State Department are
engaging closely and directly with MBS and his
people,” he said.

Contractors have opened up to the idea of working
to build up Saudi companies, which isn’t

Gerald Feierstein, director for Gulf affairs and
government relations at the Middle East Institute,

21

STRATEGIC INSIGHT NEWS

put it in starker terms. “By upending the Saudi
tradition of consensus in decision-making and
centralizing political and economic control, the
Crown Prince takes sole ownership of Saudi
Arabia’s future in a way that no predecessor has
attempted. The success of Vision 2030 requires
enormous social and economic reforms, and its
success is far from certain. To a large extent,
Mohammed bin Salman has gambled his own fate
on its outcome,” Feierstein said in a statement.
The State Department did not respond to a
request for comment.
http://www.defenseone.com/politics/2017/11/saudiarabias-new-strongman-wants-remake-kingdommiddle-east-arms-powerhouse/142342/

Dubai Airshow 2017: GCC sets out vision
for indigenous defence industries
6 November 2017

The relationship between the Gulf states and the
western defence companies that have traditionally
provided the region with its military capabilities is
changing.
Sustained low oil prices have resulted in growing
budget deficits in oil-rich Gulf countries such as
Saudi Arabia and Oman, incentivizing the
diversification of their economies away from a
reliance on the oil and gas industry and western
imports.
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Saudi Arabia has focused on embedding terms
related to the transfer of technology and skills to
the Kingdom within its procurement contracts with
the West.
A recent contract between Lockheed Martin and
Saudi Arabia, worth $28 billion, included an MoU
with SAMI for the parties to work together to build
defence capabilities in the Kingdom in support of
Vision 2030 and to assist ‘localisation efforts
associated with multi-mission surface combatants
and aerostats’.
Also included within the contract was an
agreement that 150 Black Hawks will be assembled
in the country through a joint venture between
Lockheed Martin and Taqnia, a state owned
investment
and
technology
development
company.
However, John Louth, senior research fellow and
director for defence, industries and society at RUSI,
cautioned that substantial barriers, including
cultural differences and a lack of incentives to
relocate, continue to stymie the transfer of skills
from the west.
While many of the states now have maintenance
and repair capabilities, they still lack the skills
associated with manufacturing large and complex
systems from the design stage through to final
assembly.

According to the IMF’s regional outlook report,
released on 1 November this year, the average Gulf
nation deficit has risen from 1.1% of GDP in 2014
to over 10% in 2016.

‘They have the ability to engage with maintenance
and repair contracts but they haven’t really got a
strong tradition of first base manufacturing,’ he
explained to Shephard.

With oil prices forecast to remain at their current
levels of $50 to $60 per barrel, it is no surprise that
Saudi Arabia and Abu Dhabi released their 2030
economic visions earlier this year which are
blueprints for their economic transformation.

‘The issue is these are still high skilled technology
businesses and they are relatively people
intensive… it’s very difficult to transfer skills, it’s
very difficult to partner and mentor emerging
indigenous talent under those environments.’
Louth, who ran national programs to develop
commercial and defence capabilities across a
number of Gulf states, believes that contracts will
increasingly be centered around the transfer of
skills and technology.

In order to meet the 'vision 2030' target to localise
over 50% of defence procurement spending, the
Saudi government established the Saudi Arabian
Military Industries (SAMI) in May, to spearhead the
development of an indigenous defence industry.
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Despite the ambitious targets laid out by Gulf
governments for their defence industries, a
slowdown or reduction in the level of imports of
western defence equipment is unlikely to
materialize in the medium to long term.
While the relationship between buyer and supplier
may be changing it is not one that western defence
companies should be wary of, Louth explained,
instead the relationship will become much more
about integrated partnering solutions.
‘Rather than fearing competition defence
exporters will be partnering with the Gulf states,’
he said.
‘The UAE is not going to develop indigenously…
Western businesses will remain the core partner. I
think it’s an opportunity rather than a threat.’
https://www.shephardmedia.com/news/defencenotes/dubai-air-show-2017-gulf-states-set-out-visionind/

Billionaire Olayan family said to put Saudi
IPO plans on hold
6 November 2017

The Olayan family, which runs one of Saudi
Arabia’s biggest conglomerates, is putting plans to
sell shares in some of its local assets on hold amid
slow economic growth in the kingdom, people
familiar with the matter said.
Olayan Financing Co., which controls the billionaire
family’s investments in the Middle East, decided
not to proceed with an initial public offering of a
holding company of about 20 local units, the
people said, asking not to be identified because
the discussions are private. Plans for the sale of the
holding company, which may worth as much as $5
billion, could be revived in the future, they said.
Olayan had been working with Saudi Fransi Capital
on the planned sale that could have happened as
early as next year, people familiar with the matter
said in March. It’s also working with HSBC Holdings
Plc’s local unit on the 30 per cent sale of its Health
Water Bottling Co., people said in May. The IPOs
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would be the first time Olayan Financing sold
shares in one of its Saudi businesses since at least
2000. The family still plans to proceed with the IPO
of its water business, the people said.
Olayan Group didn’t immediately respond to
requests for comment.
Saudi Arabia’s economy has shrunk for two
quarters in a row this year as Crown Prince
Mohammad Bin Salman implements a reform
program that includes austerity measures such as
cuts to subsidies and infrastructure spending. As
part of these plans, the kingdom also plans to sell
hundreds of state assets, including Saudi Arabian
Oil Co., stakes in the stock exchange, football clubs
and flour mills.
Credit Suisse
Founded by Suliman Olayan in 1947, Olayan Group
was valued at more than $10 billion (Dh36.73
million) by the Bloomberg Billionaires Index in
2015. Olayan Group, which manages the family’s
international business, is one of the largest
shareholders in Credit Suisse Group AG with a 4.17
per cent stake, according to data compiled by
Bloomberg. It also owns real estate assets
including 550 Madison Avenue in New York City,
the Knightsbridge Estate in central London and
residential buildings in Paris’s 8th arrondissement,
according to its website.
Olayan Financing manages more than 40
companies in the Middle East, including the
regional Burger King franchise, according to its
website.
http://gulfnews.com/business/sectors/markets/billionair
e-olayan-family-said-to-put-saudi-ipo-plans-on-hold1.2119595

Saudi Arrests Fail to Spook Bond Investors
Who've Seen Worse
7 November 2017

For holders of assets in a nation whose rulers are
going head-to-head with a clique of billionaires
and princes, Saudi Arabia’s bondholders are a
pretty sanguine bunch. While Saudi stocks fell and
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credit default swaps rose, money managers
from MUFG Securities to Aberdeen Standard
Investments weren’t rattled because they say the
weekend swoop clears the way for accelerating
economic and social reforms under Crown Prince
Mohammed Bin Salman.
The crackdown “solidifies” the prince’s position,
said Timothy Ash, a strategist at Bluebay Asset
Management in London. “If he manages to secure
the succession, it does enhance his ability to push
through the reforms. And, in the end, Saudi Arabia
has a very strong balance sheet -- not much debt,
a big cash reserve, the ability to borrow, assets to
sell, and clearly they have a reform agenda.”
The government arrested princes, officials and
billionaires, including Prince Alwaleed bin Talal,
one of the world’s richest men and a shareholder
in global companies such as Citigroup Inc. and
Apple Inc, as part of what authorities say is a drive
to fight corruption. The scale of the purge stunned
investors across the six-nation Gulf Cooperation
Council as concern spread of over who might be
targeted next.
The central bank ordered Saudi lenders to freeze
the accounts of dozens individuals who aren’t
already detained, according to three people with
knowledge of the matter.
But such events are normal in emerging markets,
says Ekaterina Iliouchenko, a senior portfolio
manager at Union Investment Privatfonds GmbH
in Frankfurt. In the past 18 months alone, Turkey
has arrested thousands of civil servants after a
failed coup, Brazil’s president has fought
corruption charges and South Africa’s President
Jacob Zuma has been fending off attempts to
unseat him.

Bonds vs Stocks
Bonds fell for a third day, driving the yield on the
government’s dollar debt due 2026 up 15 basis
points this week to 3.59 percent, the highest level
since May. The Tadawul All Share Index fell as
much as 1.1 percent on Wednesday before closing
little changed.
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“Credit could probably perform better than
equity, to some extent, given that the
arrests obviously create uncertainty in the
business environment and for shareholders and
investors in the country,” said Trieu Pham, a credit
strategy analyst for emerging markets at MUFG
Securities in London. “For the debt market, if it
backs the reform perspective for Saudi Arabia, that
should be supportive of Saudi’s bonds.”
Not only is the government overhauling its
economy to reduce its reliance on oil revenue, it’s
also imposing social changes, which includes
allowing women to drive. Prince Mohammed is
spearheading the reforms after a plunge in crude
prices helped expose the issues that have curbed
economic growth.
While the kingdom’s foreign reserves have fallen
$260 billion since reaching a high in August 2014,
Saudi Arabia still has $478 billion in its coffers.
Big Pick-up
The crackdown over the weekend may provoke a
backlash from the old elite, but “the government is
very asset rich and has plenty of liquidity overseas
-- so investors can take comfort from that side of
things,” said Kieran Curtis, who helps oversee $5
billion in emerging-market debt as a fund
manager at Aberdeen Standard Investments in
London, adding that Saudi spreads look attractive.
The yield on the kingdom’s 2026 bonds is more
than 50 basis points above similar-maturity debt
of the Philippines, which has lower investment
grade scores.
“Compared to other sovereigns in similar rating
environment, there is a big pick-up,” he said.
“We’re reasonably positive on Saudi.”
https://www.bloomberg.com/news/articles/2017-1107/saudi-arrests-fail-to-spook-bond-investors-they-veseen-worse
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Saudi Arabia’s private sector data signals
robust growth

Saudi fund is said to work with Klein,
Evercore on global investment strategy

7 November 2017

8 November 2017

Saudi Arabai’s Purchasing Managers’ Index (PMI)
data for October signalled a strong start to the
final quarter of 2017 for non-oil private sector. The
PMI rose to 55.6 in October, up from 55.5 in
September. This indicated a steep expansion in
Saudi Arabia’s non-oil private sector.

Saudi Arabia’s wealth fund, which aims to control
more than $2 trillion by 2030, is working with
rainmaker Michael Klein and boutique Evercore to
advise on its global investment strategy and
financing plans, according to people familiar with
the matter.

Sharp growth of both output and new orders
contributed to latest improvement in operating
conditions. On the price front, an uptick in cost
pressures was recorded, which according to
anecdotal evidence led to higher selling prices.
Business confidence improved during October,
prompting firms to increase stocks of purchases at
a record rate in anticipation of further
improvements in economic conditions.

Saudi Arabia’s wealth fund, which aims to control
more than $2 trillion by 2030, is working with
rainmaker Michael Klein and boutique Evercore to
advise on its global investment strategy and
financing plans, according to people familiar with
the matter.

“The headline PMI index for Saudi Arabia has been
broadly stable for the last four months, at a level
which suggests solid growth in the non-oil sector.
Encouragingly, firms were much more optimistic in
October than they were in September, which
bodes well for growth in the final quarter of this
year,” said Khatija Haque, head of Mena Research
at Emirates NBD, Incoming new business grew at a
steep rate during October. The upturn in demand
for Saudi-produced goods and services led to
sharp growth in output, according to anecdotal
evidence. That said, the rate of expansion eased
from what it was in the preceding survey period.
Non-oil private sector companies in Saudi Arabia
continued to employ additional staff during
October. Optimism towards future growth
prospects reached a five-month high in October.
Better marketing campaigns, business investments
and an expected improvements in economic
conditions underpinned the latest rise in
confidence. October data indicated a marginal
uptick in average cost burdens, linked to a rise in
raw material costs.
http://gulfnews.com/business/economy/saudi-arabia-sprivate-sector-data-signals-robust-growth-1.2120579
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Klein, the former Citigroup investment banker who
runs his own boutique, is advising Public
Investment Fund on its partnerships with
international companies and working closely with
managing director Yasir Al-Rumayyan, the people
said, asking not to be identified because the details
aren’t public. Evercore is providing advice on
strategic and funding options, the people said.
The roles will cement the two boutique
independent banks’ position in the transformation
of the Saudi Arabian economy as both are already
working on the blockbuster initial public offering
of the kingdom’s state-owned oil company Saudi
Arabian Oil Co (Aramco).
Klein is said to be providing strategic advice to the
government for the IPO of Aramco, as it’s known,
while Evercore is working alongside rival Moelis &
Co. as a financial adviser on the offering, people
familiar with the matter said in March.
The boutiques will help the oil giant pick
underwriting banks, make decisions on potential
listing venues and ensure the IPO goes smoothly,
they said.
PIF, as it’s known, is bringing international
expertise as it pushes ahead with plans to
transform itself into one of the world’s largest
sovereign wealth funds. The fund is at the center
of Saudi Arabia’s efforts to diversify revenue away
from oil under an economic transformation plan
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known as Vision 2030. The kingdom plans to sell
shares in Aramco in what could be the largest
initial public offering in history, and transfer
ownership to PIF.
PIF was not immediately available for comment.
Representatives for Klein and Evercore declined to
comment.

Klein Deals
Klein, 53, is a prolific force in the M&A industry,
landing roles advising on some of the biggest
deals in the past few years. M Klein & Co. was listed
first among advisers to Dow Chemical Co on its
merger with DuPont Co, one of the largest-ever
chemicals deal. He also worked as a go-between
for the chief executive officers on Glencore Plc’s
2012 merger with Xstrata Plc, people with
knowledge of the deal said at the time.
Evercore, founded by former deputy US Treasury
Secretary Roger Altman, opened an office in Dubai
earlier this year to tap regional opportunities. The
firm now has about 10 investment bankers based
in the emirate’s financial hub, including new hires
and some who have relocated from other offices,
the people said.
PIF plans to borrow to boost returns from its
investments and is targeting annual returns of 8
percent to 9 percent over the longer term, or 2025
to 2030, Al-Rumayyan said an interview in Riyadh
last month. The fund will also look for more
partnerships like its tie-ups with money managers
Blackstone Group and SoftBank Group, he said.
Separately, Saudi Arabia arrested princes,
billionaires and officials over the weekend in a
surprise corruption crackdown. More arrests are
expected and the Saudi Arabian Monetary
Authority sent a list of hundreds of names to
lenders, telling them to freeze any accounts linked
to them, people familiar told Bloomberg Tuesday.
http://www.arabianbusiness.com/industries/bankingfinance/382978-saudi-fund-is-said-to-work-with-kleinevercore-on-global-investment-strategy
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UK agrees $2bn loan guarantee for Saudi
Aramco
9 November 2017

The UK government has agreed to a $2 billion loan
guarantee for Saudi Arabian Oil Co, better known
as Saudi Aramco, at a time that the country has
been courting the Saudi energy giant for the
world’s largest initial public offering. A spokesman
for the Treasury confirmed a Financial Times report
published earlier on Thursday. To put the figure in
perspective, in the past five years, Britain’s export
credit agency has provided 14 billion pounds ($18
billion) in support for UK sales abroad. Prime
Minister Theresa May visited the Saudi kingdom
back in April and took with her London Stock
Exchange Group CEO Xavier Rolet as part of her
pitch.
An Aramco listing would be a boost to London,
helping politicians make the case that the UK is
open for business and remains a financial hub even
as it leaves the European Union and its single
market. She is not alone in courting the listing. US
President Donald Trump and Japanese Prime
Minister Shinzo Abe are also lobbying Riyadh to
attract Aramco to their domestic exchanges.
London’s move comes on the back of Trump’s
tweet on November 5 - so far the most public call
to Riyadh. “Important to the United States!” Trump
said in the Twitter post in reference to the potential
listing.
The Saudis are currently deciding where to stage
the offering. Choosing New York in addition to
Tadawul, the Saudi exchange, could boost the
longstanding strategic alliance between the two
countries. Lawyers and bankers working on the IPO
had concerns about a New York listing, however,
in part due to to strict regulations about oilreserves disclosure, accounting rules and the
potential for litigation.
http://www.arabianbusiness.com/markets/companies/3
83228-uk-agrees-2bn-loan-guarantee-for-saudi-aramco
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Germany quintuples arms sales to Saudi
Arabia and Egypt
14 November 2017

German
Chancellor
Angela
Merkel's
administration has been criticized for massively
increasing arms sales to Middle East dictatorships
Saudi Arabia and Egypt. One opposition lawmaker
branded the trade "reprehensible."

The German government approved nearly €450
million ($526 million) worth of weapons exports to
Saudi Arabia and Egypt in the third quarter of
2017, more than five times the €86 million it sold
in the same quarter of last year.
The German Economy Ministry disclosed the
numbers after a member of parliament from the
opposition Left party, Stefan Liebich, requested
the information.
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Egypt alone bought nearly €300 million worth of
weapons, making it the number one export
destination for German arms, while Saudi Arabia
handed over nearly €150 million. By comparison,
the two countries imported €45 million and €41
million respectively in the third quarter of 2016.
The ministry's disclosure did not give details on the
types of weapons exported, but a large proportion
of the sales to Saudi Arabia likely consists of four
patrol boats and 110 military trucks. These sales
were disclosed by the government in July, though
neither the total value of the sales nor the
individual value of each item were revealed at the
time. It also remains unclear what Egypt bought,
and Liebich has already filed a follow-up
information request with the government.
Jürgen Grässlin, spokesman for the anti-arms trade
campaign "Aktion Aufschrei — Stoppt den
Waffenhandel!" ("outcry action — stop the arms
trade!"), said the government does not like to
disclose the value of individual deals but guessed
that the huge sums were likely to be for armed
boats. "And they always come with weapons and
with ammunition, depending on how it's
calculated," he said.
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Feeding the war in Yemen
Liebich criticized the government's exports to both
countries as "particularly reprehensible."
Saudi Arabia and Egypt have "to answer for the
thousands of deaths from their dirty war in
Yemen," he said, referring to the ongoing civil war
between Houthi rebels and Yemen's government.
The Saudi-led coalition military intervention in
Yemen has led to the death of nearly 10,000
people and created the world's biggest
humanitarian crisis in one of the Arab world's
poorest state. Human rights organizations have
said the Saudi-led coalition may have commmitted
war crimes, and the UN has warned some 7 million
people face possible famine.
As Liebich pointed out, Germany's policies used to
be more restrictive. "There were times when it was
completely ruled out for Germany to deliver
weapons to countries that were participating in
wars," he said. "That only changed in the last two
governments. It started with Turkey, which was
sold weapons despite its war with the Kurds — that
was a controversial discussion at the time."
Liebich warned the four parties negotiating a new
coalition government — the Christian Democratic
Union (CDU), its Bavarian sister-party the Christian
Social Union (CSU), the business-friendly Free
Democratic Party (FDP) and the Greens — to chart
a new course in Germany's arms export policy.
Otherwise, he said, the new government would
make itself complicit.
"I know that the Greens have a different position
on this, and they worked with us in the
opposition," said Liebich. "I hope and expect that
they
assert
themselves
in
the
coalition negotiations and don't deliver into war
zones anymore."
Grässlin was fairly skeptical that the Greens would
be able to force a new policy on the government.
"The Greens have very clear policies that you
shouldn't send weapons to countries that violate
human rights — that would definitely exclude
Saudi Arabia and Egypt," he said. "The problem is
the CSU has an interest in protecting the arms
industry in Bavaria."
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The Left party wants to halt all German arms sales,
as seen on this election poster

A new policy
In its answer to the Left party request, the
Economy Ministry cautioned that the "sum of
the approval values in a reporting period alone are
no adequate measure for a specific arms export
policy. What needs to be taken into account much
more are the kinds of goods and their respective
purpose."
"The government pursues a restrictive and
responsible arms export policy," the ministry
added. "The government decides on issuing
approvals for arms exports on a case-by-case basis
and in light of the situation after carefully
assessing or drawing on foreign and security
policy considerations."
Grässlin considered the ministry's response to be
insubstantial. "Every government says that," he
said. "The numbers always say something else. It's
either barbiturates for the people, or pure
hypocrisy, or however you want to describe it. It's
an unbelievably unreliable arms export policy that
constantly breaches its own guidelines."
Successive economy ministers — the Social
Democratic Party's (SPD) Sigmar Gabriel and now
Brigitte Zypries — have blamed large arms sales to
Saudi Arabia and other dictatorships on previous
admnistrations, arguing that large contracts can't
easily be canceled.
"My counterargument is that if there are new
approvals, there is still always the opportunity to
say no," said Liebich. "That can mean you have to
pay fees for breaking contracts — but then that's
the way it is. I think it's more important that you
don't sell weapons to a country that is taking part
in a war which, according to the UN, is causing
millions of people to starve."
http://www.dw.com/en/germany-quintuples-armssales-to-saudi-arabia-and-egypt/a-41370500
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Saudi Arabia offers licenses for foreign
entrepreneurs to set up shop for the first
time
15 November 2017

Saudi Arabia has introduced trading licenses that
will allow foreign entrepreneurs to set up a
business in the Kingdom for the first time. The
initiative, announced Wednesday by several Saudi
regulators, will enable select businesses to
establish themselves in the King Abdullah
Economic City (KAEC). The KAEC is the world's first
publicly listed city and was established by the late
King Abdullah bin Abdulaziz Al Saud in 2005. "We
believe the future of the (Saudi) economy is the
knowledge economy, so we can't do that without
entrepreneurs from all over the world," KAEC CEO
Fahd Al-Rasheed told CNBC on Wednesday.
More than 11 licenses have been handed out to
entrepreneurs in different sectors, Al-Rasheed
said. He added: "We've offered entrepreneurs
incentives to come into Saudi Arabia so it doesn't
only require regulatory approvals but also access
to market — we're giving them free office space,
free education for their children, anything that
they ask for." Al-Rasheed said the project aims to
take advantage of technological advancements
like driverless cars, a tech currently led by U.S. firms
like Tesla and Google's Waymo.
Inspired by the country's Vision 2030 reform
package, the licensing initiative seeks to reduce
the private sector's over-reliance on oil revenues.
Saudi Arabia's oil and gas sector accounts for 85
percent of its export earnings and around 50
percent of gross domestic product, according to
the Organization of the Petroleum Exporting
Countries (OPEC).
Saudi regulators said that entrepreneurs who
receive a license will benefit from the megacity's
simplified process of setting up and running a
business, as well as discounts and other incentives
to stimulate growth.
KAEC's Al-Rasheed said that, with an everexpanding Saudi population, the country would
need to create new megacities to keep up.
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"The Kingdom needs new cities. We are at 30
million population today, growing to 40 million in
the next 13 years. KAEC is only going to handle a
million by then, so you're going to need 10 more
KAECs."
https://www.cnbc.com/2017/11/15/saudi-arabia-offerstrading-licenses-for-foreign-entrepreneurs.html

US defence giant gets nod to set up Saudi
business unit
15 November 2017

US defence giant Raytheon Company on
Wednesday announced the completion of the
official commercial registration requirements for
its new Riyadh-based business unit. The milestone
decision by the Ministry of Commerce and Industry
allows Raytheon Saudi Arabia to accelerate its
localization strategy in support of the Gulf
kingdom’s Vision 2030. Earlier this year, Raytheon
announced a memorandum of understanding with
Saudi Arabia Military Industries.
"Commercial registration allows us to directly
contribute to the Kingdom’s Vision 2030 by
developing partnerships in the kingdom that will
create desirable jobs for Saudis," said Kurt Amend,
chief executive of Raytheon Saudi Arabia.
“Raytheon Saudi Arabia is now officially a local
Saudi company bringing Raytheon’s technology
and innovation to the kingdom.”
Raytheon Saudi Arabia will be based in Riyadh and
is expected to include in-country program
management, supply and sourcing capabilities,
improved customer access and centralised
accountability. On Tuesday, Raytheon secured a
AED2.5 billion ($680 million) contract with the UAE
for bomb equipment.
http://www.arabianbusiness.com/industries/technology/
383651-us-defence-giant-gets-nod-to-set-up-saudibusiness-unit
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Saudi Arabia Is Set to Become a Bigger
Commodities Player
15 November 2017

Saudi Arabia is on its way to becoming a
meaningful influence on global commodity prices.
It doesn’t produce a broad array of raw materials
like the U.S. or China, and it’s not a consumer on
the scale of its neighbor, the United Arab Emirates.
Yet the economic and political developments in
the kingdom have bullish ramifications for the
commodity sector and for trade flow.

The need to bolster the economy: Saudi Arabia’s
economy is driven almost entirely by petroleum,
which accounts for almost 90 percent of revenue.
Still, crude remains at almost half its mid-2014
price, leaving the kingdom desperate to fire up its
economy to buttress plummeting gross domestic
product. And it is on the road to doing so.
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In May, the managing director of Saudi Arabia’s
Public Investment Fund, Yasir Alrumayyan,
committed $20 billion to an infrastructure
investment fund with Blackstone Group LP, with
plans to invest about $45 billion in a SoftBank
technology fund. That follows a $3.5 billion
investment in Uber Technologies Inc. in June 2016.
The government tapped global bond markets
three times in less than a year, borrowing billions
to balance its books.
On Oct. 24, Crown Prince Mohammed bin Salman
announced a plan to build a $500 billion
metropolis called Neom that would straddle the
Egyptian and Jordanian borders and span more
than 10,231 square miles along the Red Sea. The
new city’s services and processes will be 100
percent automated and powered entirely by
regenerative energy. The kingdom plans to
transfer ownership of Saudi Aramco, the stateowned oil company, to the Public Investment
Fund, known as PIF, which would become the
world’s biggest sovereign fund, at $2 trillion.
The nation’s 2016 import purchases of iron and
steel and manufactured goods equaled 5.7
percent ($7.4 billion) of the total, though that
number, along with consumption of energy and
other raw materials, will undoubtedly soar when
the megaprojects get underway. Saudi Arabia is
the largest oil consumer in the Middle East (3.9
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million barrels per day in 2016), and that figure has
grown an average of 7 percent a year between
2006 and 2016. Having promised to return to “a
more moderate Islam,” Prince Mohammed has
lifted a ban on women driving. That should bring
more women into the workforce and heighten
demand for oil. Additionally, imports of gold,
imitation jewelry, imported gems and precious
metals grew 247.6 percent over the five-year
period beginning in 2009.

cartel-led deal to cut output and has raised the
prospect of prolonged restraint to prevent excess
supplies. Energy Minister Khalid Al-Falih has said
the focus remained on reducing the level of oil
stocks in the OECD to a five-year average. OPEC
countries, together with Russia and nine other
producers, have cut oil output by about 1.8 million
barrels per day since January. The pact runs until
March 2018, but they are considering extending it
an additional nine months.

The controlling force behind OPEC: In 2016, Saudi
Arabia was the largest exporter of total petroleum
liquids (crude oil and petroleum products)
according
to
the
Energy
Information
Administration. Furthermore, the country contains
the world’s second-largest proven oil reserves
(with a share of 16 percent), second to Venezuela.
That gives the kingdom the strongest voice among
Organization of Petroleum Exporting Countries. It
is determined to end the world’s oil glut through a

Shaky Russian oil: Russia’s reliance on oil
diplomacy is on increasingly shaky grounds, as it
lends money and negotiates deals in turbulent
economies. Russia is in talks with Venezuela, while
that country’s president, Nicolas Maduro, needs to
come up with $1 billion to avert a debt default or
government collapse. Economic sanctions on
Russia have forced the state oil giant, Rosneft, to
seek deals in Cuba, Egypt and Vietnam. It’s also
reaching oil and gas agreements in Iraq’s Kurdish
territory and is angling to gain control of Iranian
oil fields.
It’s not just about oil: The Saudi government has
made a string of bold announcements about plans
to diversify its economy away from oil. In August,
it began a tourism project consisting of 100 miles
of sandy coastline and a 50-island lagoon, which
received an investment from the billionaire Richard
Branson. The sovereign fund targets 8 percent to 9
percent growth by 2025 to 2030, from 3 percent
now. PIF has also put $500 million in an energyefficiency company and has financed a $2.4 billion
stake in a Riyadh-based dairy farm and food
processor. As the hottest place on Earth, the nation
cannot rely on imported foods and is seeking to
engineer renewable-powered greenhouses to feed
its people and neighboring nations likely to bolster
commodity trade-flow. According to the United
Nations’ COMTRADE database, Saudi Arabia
exported a number of other goods beyond
petroleum such as metals, fertilizers and paper.
Corruption purge: King Salman and his son, Prince
Mohammed, are ignoring the tradition of
consensus rule and purging corruption. They have
ordered the arrest and detention of hundreds of
officials including 11 princes, four ministers and
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dozens of former ministers and businessmen,
including Prince Alwaleed bin Talal, one of the
world’s richest men. They also have seized $800
billion in assets. These actions are a step toward
cleaning up what has seemingly been a long
history
of
graft.
Trump picks sides: Tensions between Iran and the
U.S. are escalating amid President Donald Trump’s
efforts to reverse or disrupt the Obama-era nuclear
deal. Meanwhile, a top U.S. general asserted that
Iran helped Yemen’s Houthi rebels develop
ballistic missiles that have been launched at Saudi
Arabia. The Hezbollah leader, Hassan Nasrallah,
has accused Saudi Arabia of declaring war on
Lebanon and his Iran-allied organization. Trump,
along with Prince Mohammed, encouraged
Lebanon’s prime minister, Saad Hariri, to resign.
And the U.S. president views the 32-year-old Saudi
prince as a kindred spirit. So as long as Trump is in
office, future trade deals between the U.S. and
other nations will likely favor the Saudis.
https://www.bloomberg.com/view/articles/2017-1115/saudi-arabia-is-set-to-become-a-biggercommodities-player

Saudi Arabia helping foreign start-ups to
get business licenses

9 December 2017

one of them, or more, will become a unicorn and
reach a billion dollar evaluation. They are the
Apples, Amazons and Googles of this world."
Preference for the fast track licenses will be given
to those bringing patents, innovative services or a
new business idea to the country. The
entrepreneur licenses will be issued by Saudi
Arabia's General Investment Authority or any one
of several economic zones, which offer huge
incentives such as free rent and transportation and
subsidized housing.
Ranked 135th by the World Bank for starting a
business, Saudi Arabia has yet to produce a billiondollar start-up - unlike the UAE.
As the country is seeking to diversify its economy
away from its dependence on oil revenues as part
of its Vision 2030, developing a technology sector
will play a central role in its plan to wean itself off
oil. The first 11 entrepreneur licenses for start-ups
were awarded on Wednesday at the Misk Global
Forum, an annual event sponsored by Crown
Prince Mohammed Bin Salman's philanthropic
organization.
http://www.arabianbusiness.com/startup/383724-saudiarabia-helping-foreign-start-ups-to-get-businesslicences

16 November 2017

The Saudi Arabian government has said that it
would help to facilitate foreign entrepreneurs to
obtain business licenses to launch start-ups in the
country, as part of a drive to encourage growth in
the non-oil sector. The Saudi Arabian government
has said that it would help to facilitate foreign
entrepreneurs to obtain business licenses to
launch start-ups in the country, as part of a drive
to encourage growth in the non-oil sector.
Having already committed $45 billion to investing
in technology companies around the world, Saudi
Arabia is now the biggest backer of a $100 billion
tech fund launched with Japan's SoftBank (SFTBF).
Speaking about the government’s ambitions to
create a thriving local start-up ecosystem, Ghassan
Al Sulaiman, Governor of the kingdom's Small and
Medium Enterprise Authority said: "We hope that
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Saudis reported to buy Turkish made UAVs
19 November 2017

Saudi Arabia is reportedly interested in acquiring
six ANKA unmanned aerial vehicles (UAVs)
developed by the Turkish Aerospace Industries
(TAI) and two ground control stations, a report by
Defense News said yesterday. According to the
report, Görkem Bilgi, manager of the corporate
marketing and communications department at
TAI, said talks with Saudi Arabia have been
ongoing since 2013 but no official contract has
been signed, yet.
Bilgi said Saudis had some requirements regarding
the reconnaissance issues and that the
negotiations for this part of the agreement were in
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progress. He added that technology transfer was
also discussed within the scope of the agreement.
The report also said another source close to the
deal said low oil prices led to Saudis demand in a
reduction of the aircraft's costs. On the other hand,
Bilgi reportedly stressed the openness of the
company on the issue.
The first domestically-made drone design, ANKA,
is currently used by the Turkish Armed Forces
(TSK), while another 10 unmanned aerial vehicles
are expected to be delivered in 2018, the report
said.
ANKA, an advanced Medium Altitude Long
Endurance (MALE) class unmanned aerial vehicle
system, can function in day and night for allweather reconnaissance, target detection and
identification and intelligence missions with its
EO/IR and SAR payloads, featuring autonomous
flight capability, including automatic takeoff and
landing.
It incorporates a heavy-fuel engine and electroexpulsive ice protection system with an advanced
ground control station and dual datalink allowing
operational security and ease. The system is
expandable with a transportable image
exploitation station, radio relay, remote video
terminal and Satcom.
TAI is the largest defense and aviation industry
exporter in the country for the sixth time in a row,
according to Turkish Exporters Assembly's (TİM)
evaluations for the year 2016.
TAI leads Turkey's efforts in aerospace technology
and is ranked among the top-100 global players in
aerospace and defense. The company has five
areas of operation, including aero-structures,
planes, helicopters, UAVs and space systems.
https://www.dailysabah.com/defense/2017/11/20/saudi
s-reported-to-buy-turkish-made-uavs
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Saudi Arabia posts SAR 48.7 bln budget
deficit in Q3
19 November 2017
Saudi Arabia reported a budget deficit of SAR 48.7
billion in Q3 2017, the finance ministry said on
Sunday. For the first nine months of 2017, the
Kingdom cut deficit by 40 percent YoY to SAR
121.5 billion, with SAR 571.6 billion in expenditures
and SAR 450.1 billion in revenue. Third-quarter
revenue rose by 11 percent year-on-year (YoY) to
SAR 142.1 billion, while public spending edged up
by 5 percent YoY to SAR 190.9 billion. Saudi oil
revenue reached SAR 94.3 billion. Non-oil revenue
came in at SAR 47.8 billion, up by 80 percent YoY
to imply the Kingdom's economic reforms. Almost
44 percent of total expenditure was allocated for
key sectors such as education, healthcare and
municipal services, the finance ministry added.
Elsewhere, total public debt reached SAR 375.8
billion in Q3 2017, due to successful sukuk issues.
https://www.argaam.com/en/article/articledetail/id/515
428

PIF’s Taqnia Aeronautics to go public in 5
years
20 November 2017

Riyadh-based Taqnia Aeronautics, owned by the
Public Investment Fund (PIF), expects to float
shares on the Saudi Stock Exchange (Tadawul) in
five years, Al Arabiya TV reported, citing
operations director, Hani Radwan. “The company
will go public upon starting production; it seeks to
record
the
highest
profitability
among Taqnia Holding’s subsidiaries,” he said.
Taqnia Aeronautics has four major projects: an
Antonov aircraft production line at a total value of
$400 million; a Black Hawk helicopter production
line at a total value $250 million; Chinese
unmanned aircraft assembly at more than $100
million; and an aircraft fuselage plant worth $150
million.
https://www.argaam.com/en/article/articledetail/id/515
502
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S&P affirms Saudi ratings at ‘A-/A-2’ with
stable outlook
20 November 2017

Standard & Poor’s Global Ratings has affirmed
Saudi Arabia’s rating at “A-/A-2” with a stable
outlook following the Kingdom’s latest policy
changes and widespread corruption crackdown.
“In our view, recent shifts in Saudi Arabia's political
power structures and societal norms, alongside
various regional stresses, could increase the risk of
policy mistakes that could result in increased
domestic and geopolitical tensions,” S&P said in a
statement. “However, we also consider that these
structural reforms could empower Saudi citizens
and make Saudi Arabia more attractive to investors
over the medium term, as the authorities intend.”
S&P said the stable outlook is based on
expectations that the Kingdom will take steps to
consolidate public finances and maintain
government liquid assets close to 100 percent of
GDP over the next two years.
Earlier this month, Fitch affirmed Saudi Arabia’s
credit rating at “A+” with a stable outlook,
supported by the strength of the Kingdom’s
economy and the effectiveness of its social and
economic
reforms
implemented
by
the
government, the agency said.
https://www.argaam.com/en/article/articledetail/id/515
471

Saudi wealth fund said to take over $10bn
financial hub
21 November 2017

Saudi Arabia’s sovereign wealth fund has finalized
a deal to take ownership of Riyadh’s $10 billion
unfinished financial hub as the government
attempts to revive the project, according to people
familiar with the matter.
The Public Investment Fund is taking control of the
King Abdullah Financial District from the Public
Pension Agency, the people said, asking not to be
identified because the information is private.
Details of the deal aren’t clear, they said.
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The fund will appoint Hilmi Ghosheh as the head
of the hub that has been plagued by delays and
cost overruns, the people said. Ghosheh is
currently advising the PIF’s Managing Director
Yasir Al-Rumayyan on real estate projects,
according to his LinkedIn profile.
Crown Prince Mohammed Bin Salman lists the
rehabilitation of the financial district as one of his
objectives in the kingdom’s Vision 2030 economic
reform plan. The government plans to make the
area an economic free-zone with visa exemptions
and a direct connection to the airport.
Construction of the hub with 73 buildings in the
north of Riyadh started in 2006.
The government restructured the financial district
and reduced the number of offices and increased
the number of residential units so the project
“didn’t fail,” Prince Mohammed told Bloomberg in
an interview last month. The first phase will open
next year and Saudi Arabia plans to host the G-20
meeting at the hub in 2020, he said.
HSBC Holdings Plc’s local unit was advising the
pension agency on the sale of the district, while
JPMorgan Chase & Co. was working with the PIF,
people familiar with the matter said in November
2016. A spokesman for the PIF declined to
comment.
http://www.arabianbusiness.com/industries/bankingfinance/384049-saudi-wealth-fund-said-to-take-over10bn-financial-hub

Saudi Cabinet sets rules for National
Development Fund
21 November 2017

The cabinet on Tuesday issued rules and
regulations for the National Development Fund,
the Saudi state news agency reported. A royal
decree was issued in October by King Salman to
establish the fund under the mandate of the Prime
Minister, Argaam earlier reported.
The new vehicle will serve as an umbrella fund to
oversee the Saudi Fund for Development, the
Saudi Industrial Development Fund, the
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Agricultural
Development
Fund,
Social
Development Bank, the Human Resources
Development Fund, and any development fund or
bank that reports to the cabinet. The fund has SAR
345 billion in capital.

ADM and Bunge declined comment.
The document with the guidelines, described as
indicative criteria for investors, was posted on
SAGO’s website.

https://www.argaam.com/en/article/articledetail/id/515
766

Another Middle East-based grain trader said after
reading the document: “It can’t really be a wholehearted privatization if the Saudi partner remains
in control.”

Agribusiness firms discouraged by Saudi
mills sale terms
22 November 2017

An unwieldy sale process and onerous ownership
rules are discouraging some potential investors
from bidding for Saudi Arabia’s state-owned grain
mills, sources close to the firms say, in a potential
snag for the kingdom’s economic reforms.
Crown Prince Mohammed bin Salman wants to
modernize Saudi Arabia and reduce its
dependence on oil. The kingdom is selling assets
worth about $300bn to fund the plan and potential
foreign investors and bankers are watching the
sales closely.
The grain mills on sale come under the kingdom’s
monopoly state grain buyer the Saudi Grains
Organization (SAGO), one of the world’s largest
wheat and barley buyers.
Archer Daniels Midland Company and Bunge
Limited – two of the world’s four biggest
agribusiness firms – are among several
international companies that have previously
expressed interest in bidding for SAGO’s assets.
But one agribusiness giant which previously
expressed an interest is now hesitating following
the publication last week of preliminary sale
guidelines which stipulate that the mills must
remain majority Saudi-owned.
“If that is the deal, then the answer will clearly be a
‘no’,” a source close to one of the large
agribusiness firms potentially interested in bidding
told Reuters.
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Prospective foreign bidders were made aware
from the start of the process by bank HSBC,
SAGO’s financial adviser for the sale, that they
would require Saudi involvement to bid.
As a result, ADM partnered with Saudi Arabia’s
Almarai, while Bunge teamed up with Arasco,
Reuters reported this year.
Italian wheat supplier Casillo Group and a
partnership of Turkey’s TAV, a construction and
airports conglomerate, and Saudi Arabia’s Al Rajhi
Holding Group, a local real estate business, were
also interested, Reuters previously reported.
But the source close to one of the large
agribusinesses said the company had understood
there would be room for negotiation on the level
of Saudi ownership.
HSBC declined to comment on the sale process
and whether the majority ownership rule was
flexible.
An adviser to a consortium potentially interested
in SAGO said the document suggested there was
less room for negotiation than previously
understood, even though it had been clear from
the start the kingdom wanted to retain control of
food security.
The document was designed to elicit market
feedback as part of a consultative approach to the
privatization, a source close to the sale process
said.
IMPORT DEPENDENT
Large grain market players’ interest in SAGO’s mills
comes as Saudi Arabia grows increasingly
dependent on grain imports. The kingdom has
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become a major importer of wheat and barley
since abandoning plans in 2008 to become selfsufficient – as farming in the desert was draining
scarce water supplies.
SAGO imports Saudi Arabia’s entire wheat supply
of about 3.5 million tonnes a year. It has said that
demand for wheat is expected to grow at an
annual rate of 3.2 percent to reach 4.5 million
tonnes by 2025, largely due to population growth.
Despite the opportunities for growth, some of the
initial enthusiasm in the SAGO sale has cooled over
concerns about the majority Saudi ownership rule,
as well as other aspects of the sale structure.
SAGO has previously said it would sell its milling
operations by placing them in four specially
formed corporate entities, while retaining other
functions. The entities would each hold grain silos,
feed factories and flour mills.
Two of the sources close to potential bidders said
a final decision on the process was still to be made,
but they believed SAGO was leaning towards a sale
of the entities one by one, rather than together,
and this did not sit well with investors.
“The rules of engagement are still not clear. Will
they make it all one sale or will they divide it in
phases? We don’t know yet,” one of those sources
said.
After HSBC asked for feedback from potential
bidders on the sequential sale, at least three
groups voiced opposition to the plan, according to
an adviser to one potential bidder.
The two sources close to potential bidders said the
first sale would probably set a level of pricing for
the other three, which could be unfair on those
bidding further down the line.
No price indications for the milling operations
have been given and investors say it is hard to put
a precise figure on the value of the assets as SAGO
has never been run for profit.
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The source close to the sale process said
sequential sales would make the bidding process
more competitive, benefitting the kingdom.
‘PAINFULLY SLOW’
Investors were also seeking clarity on how long
grain subsidies would remain in place and details
on non-compete clauses, one of the sources close
to a potential bidder said, adding that both
needed to be clarified in the sale rules.
HSBC has not publicly disclosed a timetable for the
privatization. The source close to the sale process
said the schedule for the sale would be disclosed
at the “right stage”.
But potential investors said the process had been
painfully slow so far. One said that even though no
deadline had been set, they had expected the
request for qualifications, which kick-starts the
process, to have started earlier.
In a statement to Reuters, SAGO said it was
continuing its efforts to be “on track without
jeopardizing the quality of preparation and
readiness” for the privatization, adding that the
document with the indicative criteria for investors
had been released earlier than originally planned.
SAGO did not comment on the proposed sale
terms.
In addition to the big names, some regional
investors have also expressed an interest in the
sale.
Dubai-based Al Ghurair, and a partnership
between Abu Dhabi-based Agthia Group and local
conglomerate Olayan Group are among others
eyeing the privatization, sources told Reuters,
although SAGO is said to be more interested in
large global firms that have more experience and
market clout.
http://gulfbusiness.com/agribusiness-firmsdiscouraged-saudi-mills-sale-terms/
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Saudi to allow smaller foreign funds into
stock market, ease other rules
23 November 2017

Saudi Arabia will ease requirements for foreign
institutional investors in its stock market, the
securities regulator said on Thursday, as Riyadh
seeks to draw more capital into the market before
the listing of state oil giant Saudi Aramco.
The Capital Market Authority opened the bourse
to direct investment by qualified foreign
institutions in 2015. It reduced minimum
requirements for the institutions last year and is
now proposing a fresh round of reforms, giving the
public 14 days to comment on the proposals.
Among the reforms, the minimum value of assets
under management needed for an institution to
qualify as an investor would fall to 1.875 billion
riyals ($500 million) from 3.75 billion riyals.
Red tape in the qualification process would be
simplified, while institutions could qualify
subsidiaries and managed funds without
submitting a separate application for each of them.
The CMA said it would also recognize a wider
range of other regulatory jurisdictions as
acceptable to Saudi Arabia.
All types of foreign investors combined, including
those investing indirectly through swaps, still own
only about 4 percent of the Saudi stock market,
which has a capitalization of about $436 billion.
But economic reforms, designed to diversify the
kingdom beyond oil exports, are boosting foreign
interest. Saudi Arabia now has over 100 qualified
foreign institutional investors, CMA chairman
Mohammed El Kuwaiz said last month; more than
20 percent of them had registered in the previous
30 days.
The number of foreign funds operating in Saudi
Arabia could affect the government's plan to sell
about 5 percent of Aramco next year, potentially
raising some $100 billion, according to authorities'
valuation of the company. It could be the world's
largest-ever initial public offer of equity.
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Some Aramco shares will be listed in Riyadh, but
officials are considering a multiple listing that
includes one or more foreign markets, such as New
York, London, Hong Kong and Tokyo.
Last month, however, Saudi Stock Exchange Chief
Executive Khalid al-Hussan said his market hoped
to be the exclusive venue for listing Aramco shares
and could absorb all of them. A bigger presence
for foreign institutional investors in Riyadh might
make that possible by adding to demand.
The plan to ease requirements for foreign
investors is part of a string of steps in the past two
years to modernize the Saudi market. On
Wednesday, the CMA released rules allowing
investors to file class-action suits, which could
speed the resolution of disputes in the market.
https://www.zawya.com/mena/en/story/Saudi_to_allow_
smaller_foreign_funds_into_stock_market_ease_other_rul
es-TR20171123nL8N1NT4NNX2/

CMA
approves
Class
Action
Regulations in securities disputes

Suit

23 November 2017

The Saudi Capital Market Authority (CMA) issued a
statement on Wednesday stating that the CMA
board has issued its resolution to approve the
Class Action Suit Regulations and to amend the
Resolution of Securities Disputes Proceedings
Regulations accordingly. A class action suit can be
defined as "a suit filed by a group of plaintiffs
against one or more defendants, where the group
of plaintiffs' suit share the same legal bases, merits
and the subject matter of the requests. Any
decision made on the case shall affect all of its
parties".
The Chairman of the Board of the CMA
Mohammed bin Abdullah Al-Quwaiz said that the
Authority, through enabling and regulating the
Class Action in securities disputes, aims at
protecting investors and facilitating the
procedures of litigation for the participants in the
capital market, especially in cases where the
plaintiff is a large group of persons, who share the
same legal bases, merits and the subject matter of
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the requests, which is appropriate to the nature of
the listed companies and the size of their
shareholders. Al-Quweiz added that the regulation
of the Class Action would bring about a qualitative
leap in securities disputes in the Kingdom, which
in turn would enhance the attractiveness of the
capital market and reduce the risk of investing in
it, in addition to reducing the time required to
resolve investors compensation cases and
reducing litigation costs in this type of cases.AlQuwaiz stressed that this project comes within the
framework of the Authority's numerous initiatives
aimed at protecting investors, such as the "Investor
Protection Department", which was recently
established within the Authority, and the electronic
system for receiving and resolving reported
violations of the Capital Market Law and its
Implementing Regulations, In addition to
mandating listed companies to make electronic
voting available for shareholders in the general
assemblies of such companies.
Bader Bin Mohammed Balghonaim, Deputy of
Legal Affairs and Enforcement, said during the
drafting of the Class Action Regulations, the
Authority has taken into account the best relevant
international practices, in accordance with the
nature of the Saudi capital market and in
conformity with the applicable and established
rules of litigation in the Kingdom, where relevant
legislations has been examined and studied in
many developed markets such as the United
States, the United Kingdom, Germany and Hong
Kong. Balghonaim pointed out that the Authority,
in line with its interest to communicate and consult
with investors and government and private entities
about the draft regulations prior to its issuance,
has published earlier the draft of the Class Action
Regulation for public consultation, praising the
magnitude of interest that the project of Class
Action Regulations received from the public, and
appreciating all opinions, observations and
suggestions received from various parties and
individuals, all of which have been taken into
account.
Balghonaim added that the Authority intends to
organize workshops on the Class Action
Regulations in securities disputes, directed to legal
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advisors and interested parties in order to discuss
the Class Action's provisions, mechanisms and
objectives and, and the locations and times of
these workshops will be announced at a later date.
The regulations included several detailed
provisions that were meant to clarify the
mechanisms and procedures of the class actions
and the rights of its parties. For example, it
included the provisions of registering a class action
suit, the conditions for accepting a request to
register a claim as a class action suit, the addition
of new plaintiffs after the suit was registered, the
regulation of the representation of the plaintiffs
and restrictions on them, the rights of the parties
of the claim, the criteria for selecting the lead
plaintiff and the lead appellant, in addition to
regulating the procedures of withdrawing and
settlement, and the role of the "Committee
Resolution of Securities Disputes" in the
management of the class action.In regards of the
selection of the lead plaintiff, the regulation sets
forth the criteria on which the members of the
group of plaintiffs select the lead plaintiff,
including the plaintiff's suitability to take actions
related to the proceedings of the class action while
taking into account the interests of the members
of the group of plaintiffs, stating that the lead
plaintiff shall be able to perform these functions at
all stages of the proceedings, to adequately
understand his obligations toward the group of
plaintiffs and to be fully aware of the all details of
the case and the facts relating thereto. The
regulation also paid attention to regulating the
relationship among members of the group of
plaintiffs and toward each other by a written
agreement between them that shall identify many
relevant aspects, determining the lead plaintiff's
obligations toward the suit and the group of
plaintiffs, including the level of power vested in the
lead plaintiff as whether to appoint a lawyer to
follow up with class action suit, in addition to
determining the compensations of the lead
plaintiff and the lawyer (if any), and any other
terms, restrictions or obligations that the group of
plaintiffs deems fit. – SG
http://saudigazette.com.sa/article/522509/BUSINESS/C
MA-approves-Class-Action-Suit-Regulations-insecurities-disputes
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Over 4,700 active construction projects in
Saudi Arabia
23 November 2017

Currently, there are $284.3bln worth of projects in
the early stages of development in Saudi Arabia.
The construction sector in Saudi Arabia is poised
for solid growth, with over 4,700 active
construction projects worth $852.3 billion and
more than 700 projects set to begin work in the
next few months, said a report released ahead of a
major industry event to be held next year in
Jeddah. The eighth edition of The Big 5 Saudi, a
premier construction event in the region, will run
from March 5 to 8 at the Jeddah Center for Forums
& Events.
Of these active projects, around 170 of them are
worth $1 billion or more, stated the report
prepared by BNC Network for Big 5 Saudi,
indicating the tremendous growth potential of the
kingdom's construction market.
Nineteen months after its announcement, Saudi
Vision 2030 is proving effective, with the
kingdom’s construction sector showing increased
growth potential, said the report titled “Saudi
Arabia’s Construction Market Overview 2018 and
Beyond.”
Currently, there are $284.3 billion worth of projects
in the early stages of development in Saudi Arabia,
it stated. Thanks to recent reforms and renewed
spending, construction activities are picking up
after the slowdown that affected the industry over
the past two years, the report added.
According to the BNC report, the ambitious Saudi
Vision 2030 plan to move the economy away from
oil profits is driving construction activities in both
residential and non-residential segments.
Reforms aimed at increasing the private sector’s
contribution in growth industries such as mining,
manufacturing, and health care, are offering new
investment opportunities in the form of joint
ventures or public-sector partnerships, it added.
"Today, there are over 3,300 projects in the urban
construction
sector,
which
represent
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approximately 70 per cent of all construction
activities in Saudi Arabia," revealed Nathan
Waugh, portfolio event director of The Big 5 Saudi.
"Housing is indeed the most significant area of
expenditure under the Saudi plan, aiming to grow
the real estate sector contribution to GDP from 5
per cent to 10 per cent by 2030," he noted.
Moreover, the rapid growth of the Saudi
population and strong urbanization trends are
fueling the urban construction sector, he added.
According to Waugh, Saudi Vision 2030 is driving
demand for construction products in the country.
"We see a rejuvenated interest in the Saudi
construction market by international players this
year,” said Waugh ahead of the eighth edition of
The Big 5 Saudi.
https://www.zawya.com/mena/en/story/Over_4700_acti
ve_construction_projects_in_Saudi_ArabiaSNG_104140102/

Saudi PIF said to evaluate contractors for
Red Sea project
23 November 2017

Saudi Arabia’s Public Investment Fund (PIF) is
evaluating
prequalification
entries
from
contractors for its Red Sea tourism megaproject,
after companies submitted documents in October,
MEED reported, citing unnamed sources close to
the project. Contracts to be tendered will include
construction deals for hotels and major buildings,
along with infrastructure works.
Currently, Netherlands-based Arcadis has won the
contract to provide program management services
for the Red Sea project, sources close to the
scheme said. Saudi Arabia’s Crown Prince
Mohammed bin Salman launched the Red Sea
project, a 30,000 square kilometer coastline
tourism plan, in August this year.
Under the project, 50 islands between the cities of
Umluj and Al Wajh will be developed, with the aim
to bolster tourism and attract investments.
No budgets for the project have been revealed yet.
The first phase is expected to be launched in the
third quarter of 2019, and will include the
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development of an airport and a marina, luxurious
hotels and residential units, the infrastructure and
transportation services. It is expected to be
completed by the Q4 2022.

capital expenditure down to SAR 195 billion,
compared to SAR 260 billion previously, but this
still equates to a rise of 6 percent YoY,” the report
concluded.

https://www.argaam.com/en/article/articledetail/id/516
146

https://www.argaam.com/en/article/articledetail/id/516
140

Saudi budget deficit to reach SAR 77 bln in
Q4, says Jadwa

Russian firm said to plan shipbuilding
factory in NEOM

23 November 2017

23 November 2017

Saudi Arabia is expected to run a budget deficit
close to SAR 77 billion in the final quarter of 2017,
after trimming its deficit to SAR 49 billion in Q3
2017, Jadwa Investment said in a report on
Thursday. “This is because, firstly, the government
has already raised SAR 57 billion through both an
international bond and domestic sukuk issuance in
October and, secondly, already holds SAR 18
billion in financing from previous quarters,” the
firm said.

A Russia-based company has planned a
shipbuilding factory in Saudi Arabia’s $500 billion
megacity project, NEOM, Asharq Al Awsat
newspaper reported, citing former Russian
diplomat Vladislav Lutsenko. Last month, Crown
Prince Mohammad bin Salman had announced the
megacity, which will span three countries and
cover approximately 26,500 square kilometer, at
the Future Investment Initiative (FII) conference.
The project is part of the country’s efforts to
modernize and to diversify its economy away from
oil. “Saudi Arabia and Russia are bracing for several
economic and commercial partnerships in key
fields next year,” said Lutsenko, who is in Saudi
Arabia as part of a delegation from Russia’s
business sector.

The Kingdom’s third-quarter budget is an
improvement over last year, not on only a
quarterly basis but also on a year-to-date basis,
the report noted. Revenue rose 11 percent yearon-year (YoY) in Q3 to SAR 142.1 billion, with oil
revenue reaching SAR 94.3 billion, while non-oil
revenue leapt 80 percent YoY to SAR 47.8 billion.
The substantial rise in non-oil revenue indicates
that fiscal reform efforts appear to be bearing fruit,
Jadwa Investment said. “Looking ahead, there is
likely to be a shortfall in government oil revenue
with a further SAR 173 billion required in Q4 2017
to reach the full year budgeted target,” the firm
noted.
“Meanwhile, we do expect to see year-on-year
improvements in non-oil revenue in Q4 2017. The
continued effects from the introduction of an
excise tax on harmful products and dependent
fees, which came into effect in July 2017, should all
help raise non-oil revenues,” it added.
Elsewhere, Saudi Arabia is expected to
significantly ramp up capital expenditure in Q4
2017, similar to the pattern observed in Q4 2016.
“That said, we have revised our full year 2017

40

Other Russian companies will likely seek
investments in fields of fertilizers, equipment,
information technology and plant maintenance, he
added.
https://www.argaam.com/en/article/articledetail/id/516
090

Saudia starts receiving bids for Riyadh,
Jeddah cargo terminals: report
23 November 2017

Saudi Arabian Airlines (Saudia) has received bids
for the contracts to build cargo terminals at
Riyadh’s King Khalid International Airport (KKIA)
and Jeddah’s King Abdulaziz International Airport,
MEED reported, citing sources with knowledge of
the transaction. Between seven and eight
contractors submitted bids for each contract, it
was reported.
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The estimated budget for the planned cargo
terminal in Jeddah airport is SAR 1 billion. The
budget for the Riyadh terminal, however, is much
smaller at SAR 300 million. Saudia Cargo, a
subsidiary of Saudia, operates the cargo handling
services at both airports.
In March this year, Riyadh Airports Co. invited firms
to bid for a license to operate the second air cargo
terminal at KKIA. Singapore’s SATS became the
first international cargo handler to enter the Saudi
market in August last year, after winning a tender
to build and operate a new cargo terminal in
Dammam’s King Fahd International Airport.
https://www.argaam.com/en/article/articledetail/id/516
186

Saudi natural gas reserves rose 8% in 2016
24 November 2017

Saudi Arabia’s natural gas reserves grew 8 percent
to 304.3 trillion cubic feet in 2016, from 283 trillion
cubic feet in 2010, data from the General Authority
for Statistics showed. Natural gas production
across the Kingdom rose 30 percent from 97 billion
cubic meters (CBM) in 2010 to 126 billion CBM last
year. The natural gas extraction rate climbed to
1.46 percent in 2016, compared to 1.21 percent in
2010.
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Saudi Arabia agrees to buy $7 billion in
precision munitions from US firms, sources
say
24 November 2017

Saudi Arabia has agreed to buy about $7 billion
worth of precision-guided munitions from U.S.
defense contractors, sources familiar with the
matter said, a deal that some lawmakers may
object to over American weapons having
contributed to civilian deaths in the Saudi
campaign in Yemen.
Raytheon Co and Boeing Co are the companies
selected, the sources said, in a deal that was part
of a $110 billion weapons agreement that
coincided with President Donald Trump's visit to
Saudi Arabia in May. Both companies declined to
comment on the weapons sale.
Arms sales to the kingdom and other Gulf
Cooperation Council member states have become
increasingly contentious in the U.S. Congress,
which must approve such sales. The U.S. State
Department has yet to formally notify Congress of
the precision-guided munitions deal.
"We do not comment to confirm or deny sales until
they are formally notified to Congress," a State
Department official said, adding the U.S.
government will take into account factors
"including regional balance and human rights as
well as the impact on the U.S. defense industrial
base."
The Yemen civil war pits Iran-allied Houthi rebels
against the government backed by a Saudi-led
Arab coalition. Nearly 4,800 civilians have been
killed since March 2015, the United Nations said in
March.

Meanwhile, the country’s consecutive years of
natural gas production dropped to 68 in 2016,
from 83 in 2010. The consecutive years’ measure is
a key energy security indicator, measuring the
number of years that available natural gas reserves
would suffice.
https://www.argaam.com/en/article/articledetail/id/516
125
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Saudi Arabia has either denied attacks or cited the
presence of fighters in the targeted areas and has
said it has tried to reduce civilian casualties.
Saudi Arabia's Ambassador to Washington, Prince
Khalid bin Salman declined to comment on the
specific sale, but said in a statement his country will
follow through on the agreements signed during
Trump's visit.
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He said that while the kingdom has always chosen
the United States for weapons purchases, "... Saudi
Arabia's market selection remains a choice and is
committed to defending its security."
Trump, a Republican who views weapons sales as
a way to create jobs in the United States, has
announced billions of dollars in arms sales since
taking office in January.
A U.S. government official who spoke on condition
of anonymity said the agreement is designed to
cover a 10-year period and it could be years before
actual transfers of weapons take place.
The agreement could be held up in Congress,
where Bob Corker, the Republican chairman of the
Senate Foreign Relations Committee, announced
in June that he would block arms sales to Saudi
Arabia, the United Arab Emirates and other
members of the GCC, over a dispute with Qatar,
another U.S. ally in the Gulf.
In November 2016, the administration of President
Barack Obama, a Democrat, halted the sale of
$1.29 billion worth of precision-guided weapons
because of concerns about the extent of civilian
casualties in Yemen.
That sale process started in 2015 and included
more than 8,000 Laser Guided Bombs for the Royal
Saudi Air Force. The package also included more
than 10,000 general purpose bombs, and more
than 5,000 tail kits used to inexpensively convert
"dumb" bombs into laser or GPS-guided weapons.
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U.S. lawmakers have grown increasingly critical of
the Saudi-led campaign in Yemen. The coalition
had briefly banned naval, air and land
transportation to Yemen following a missile fired
by the Houthis that was shot down over the Saudi
capital Riyadh.
The Senate in June voted 53 to 47 to narrowly
defeat legislation that sought to block portions of
the 2015 package.
David Des Roches, a senior military fellow at the
Near East South Asia Center for Security Studies in
Washington was aware of the deal but said the
Saudis "are one errant strike away from moving
five or six senators over to the other side."
Denying Saudi Arabia precision guided munitions
was unlikely to change their behavior, he said.
"Saudi Arabia has shown they will fight in Yemen
and they're going to keep on fighting in Yemen
regardless of what we think," Des Roches said.
https://www.cnbc.com/2017/11/24/saudi-arabiaagrees-to-buy-7-billion-in-precision-munitions-fromus-firms-sources-say.html

Middle East renewable energy potential
bright
26 November 2017

Declining renewable energy prices and increasing
energy demand in the Middle East and North
Africa (MENA) region present a unique
opportunity for stakeholders to accelerate
renewable energy production, invest in long-term
competitiveness
and
energy
security.
The bright future for renewable energy in the
region was explored in-depth at a recent
Bloomberg New Energy Finance (BNEF) event in
Dubai, attended by approximately 60 energy and
financial services professionals. Key discussion
topics included the global rise of electric vehicles,
increasing competitiveness of renewable energy
technology and regional opportunities for
renewable
technology
growth.
Between 2017 and 2040, 530GW of new powergenerating capacity will be needed in the MENA
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region, according to Bloomberg New Energy
Finance in its annual long-term economic analysis
of the future of energy – the New Energy Outlook.
Around 358GW, or almost two-thirds of this, is
likely to be new solar and wind, driving the
capacity mix from one dominated by fossil fuels
(93%), to one where over 50% is zero-carbon.
Solar and wind will dominate the future of
electricity generation around the world because
both technologies are increasingly competitive
with coal and gas-fired generation, and as
deployment increases, costs will continue to
decline.
By 2021, electricity from new solar PV plants is
likely to be cheaper than new coal in China, India,
Mexico, the UK and Brazil. Globally, to 2040, there
will be around $7.4 trillion of investment in new
renewable energy plants, according to BNEF
analysis.
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In the MENA region new solar PV is already
cheaper than new gas-fired power in energy
importing countries and a competitive option to
diversify supply in many energy exporting
countries. Bloomberg New Energy Finance analysis
suggests there will be 274GW of PV commissioned
by 2040, which together with onshore wind is set
to attract $361 billion in new investment.
Automaker plans suggest there will be over 200
electric vehicle models on the market by 2020, and
as battery prices continue to decline, these cars will
be cheaper to buy and cheaper to run than fossil
fuel alternatives. Forecasts made by Bloomberg
New Energy Finance in its annual Electric Vehicle
Market Outlook suggest that by 2040 more than
half (54%) of new light-duty vehicle sales and a
third (33%) of the global car fleet will be electric.
While the bulk of these vehicles are likely to be in
China, Europe and North America, every electric
vehicle (EV) on the road chips away at demand for
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conventional fuels. By 2040, a global fleet of 530
million EVs will need 8.5 million fewer barrels of
transportation fuel per day. While this is only
around one twelfth of today’s global production it
will certainly put downward pressure on the oil
price.
The MENA region has seen some the cheapest
photovoltaics (PV) and onshore wind projects
anywhere in the world, but renewable resources
remain under-developed. Investment is rising,
however, with over $6 billion invested across 1Q3Q 2017 – a new record. Governments have set
ambitious targets, and if met, they will drive a sixfold increase in wind and solar, or an additional
20GW,
by
2020.
This acceleration in activity will offer a $27 billion
investment opportunity, sending a strong
message to the world that the powerhouse of the
fossil-fuel era, is shaping up to be a powerhouse
of the renewable energy age as well. — Bloomberg
http://saudigazette.com.sa/article/522681/BUSINESS/Mi
ddle-East-renewable-energy-potential-bright

Saudi Arabia’s gross savings increase 29%
in Q2
26 November 2017

Saudi gross domestic savings rose 29 percent
year-on-year (YoY) to SAR 196.5 billion in Q2 2017,
data compiled by the General Authority for
Statistics showed. Gross savings to gross domestic
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product (GDP) increased 31.8 percent in the
second quarter, compared to 27.8 percent in the
same period last year. On a sequential basis, gross
savings dropped 4 percent from SAR 204 billion in
Q1.
Saudi Gross Savings (SAR bln)
Q2 2016

Q2 2017

Variation

GDP

603.86

618.69

+2%

Foreign
net
income
National
income
Net transfers

16.53

16.28

(2%)

620.38

634.97

+2%

(40.91)

(33.45)

(18%)

Available
national
income
Final
consumption
expenditure
Total savings

563.68

576.87

+2%

411.88

405.07

(2%)

151.80

196.46

+29%

Savings/GDP

27.75%

31.75%

+4%

https://www.argaam.com/en/article/articledetail/id/516
467

MNCs, local oil firms need to revisit Saudi
strategies on market liberalization: study
26 November 2017

Multinational corporations (MNCs) and their local
partners, operating in Saudi Arabia’s oil-field
services and equipment sector need to rethink
their partnership policies to continue thriving, in
light of the Kingdom’s move to liberalize the
market, a new study by Strategy&, PwC’s
consulting firm, showed. The oil-field services and
equipment sector is dominated by partnerships
between MNCs and local companies.
Due to changes in local regulatory requirements,
MNCs turned to partner with strong, family-led
industrial conglomerates, with the local firms
acting as the agents and distributors for goods
manufactured overseas. Recent moves to increase
transparency and foreign investment make it
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easier for MNCs to do business in Saudi Arabia
without local partners.
“Partnerships still remain an important option for
smaller foreign companies that have less
international experience or for new entrants to the
Saudi market. For such companies, the
establishment of an agency or distributorship
allows them to understand market dynamics and
mitigate risks,” Georges Chehade, partner with
Strategy& Middle East and a member of the
energy, chemicals and utilities practice said.
MNCs will seek to localize their operations and
manufacturing activities amid the Kingdom’s
increased focus on obtaining goods and services
domestically to create more job opportunities. The
changed environment provides an opportunity for
local companies to develop their capabilities in
order to retain their existing partnerships and
attract new MNC partnerships, the consulting firm
added.
Meanwhile, MNCs will have to improve how they
interact with local partners, specifically in areas
such as finance, technology, operations, shared
services, localization, public affairs advocacy,
marketing and the supply chain to achieve future
success.
“Although the investment landscape in Saudi
Arabia may seem of concern for local companies,
the current changes herald the start of the next
phase of development of the oil-field services and
equipment sector,” David Branson, executive
advisor at Strategy& Middle East and a member of
the energy, chemical and utilities practice, said.

9 December 2017

Saudi Arabia’s two biggest companies signed an
initial agreement to build a plant to process crude
oil directly into chemicals, a project the partners
estimate will have a final value of some $20 billion.
The memorandum of understanding governs the
execution of front-end engineering design for the
integrated plant, Saudi Aramco and Saudi Basic
Industries said Sunday in a joint statement.
The complex, to process 400,000 barrels a day of
crude oil when it starts operations in 2025, will help
the kingdom diversify its economy away from
crude exports, Aramco Chief Executive Officer
Amin Nasser said.
“We will take a decision on the final investment
value after conducting detailed studies in the
second stage, which will take two years,” Nasser
said in the eastern city of Dhahran at a signing
ceremony with Sabic CEO Yousef al Benyan.
Saudi Arabia is prioritising a more diverse output
of petrochemicals to help wean its economy away
from crude. Aramco, known formally as Saudi
Arabian Oil Co., and Sabic want to produce
chemicals that are used in plastics to tap growing
consumer-goods markets, particularly in Asia, and
to make plastics themselves.
The planned facility will produce about 9 million
tons of chemicals and base oils annually and is
expected to create 30,000 direct and indirect jobs,
the companies said. Construction is to start in the
fourth quarter of 2019. By 2030, the plant is
expected to have a 1.5 percent impact on Saudi
gross domestic product, they said.

https://www.argaam.com/en/article/articledetail/id/516
462

"It serves our joint interests and the vision of the
kingdom to develop an economy that is not
dependent on oil exports," Nasser said.

Aramco, Sabic sign agreement for $20bn
oil-to-chemicals project

Sabic is the Middle East’s biggest petrochemicals
company, while state-owned Saudi Aramco is the
world’s largest oil business. The companies will
hold equal investment shares in the plant,
according to the statement.
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Saudi Arabia’s two biggest companies signed an
initial agreement to build a plant to process crude
oil directly into chemicals, a project the partners
estimate will have a final value of some $20 billion.
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Saudi Water & Electricity receives
expressions of interest for IWPs: report
27 November 2017

Riyadh-based Water & Electricity Company (WEC)
has received expressions of interest (EOI) from 51
companies for the development of the Shuqaiq 3
and Yanbu 4 independent water plants (IWPs),
MEED reported on Monday. The EOIs were
received by the deadline previously set by WEC.
The company earlier said it was studying to link
Yanbu 4, with the potential acquisition of the
existing Yanbu plants, namely Yanbu phase 1,
Yanbu phase 2, Yanbu RO and Yanbu Expansion –
which is dubbed as the bundle and owned by the
Saline Water Conversion Corporation (SWCC).
It also aimed to link Shuqaiq 3, with potential
acquisition of the existing Shuqaiq phase 1 Plant
(the bundle), which is also owned by SWCC.
In addition, a developer will be hired to develop,
finance, build and operate the planed Yanbu 4 and
Shuqaiq 3 IWPs, either as standalone projects or as
part of bundles with the existing assets.
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Under 25-year concession agreements, the
selected developers will sell the entire desalinated
water and power to WEC under either a water
purchase agreement (WPA) or power and water
purchase agreement (PWPA).
The purchase agreements will be supported by a
credit support agreement from the Saudi
government.
Shuqaiq 3 and Yanbu 4 will have a combined
capacity of more than 800,000 cubic meters a day.
https://www.argaam.com/en/article/articledetail/id/516
672

GCC construction market expands 30% in
2017
27 November 2017

The GCC construction market showed relative
resilience in its performance, depicting a 30% pickup in 2017-to-date, according to a new study by
MENA Research Partners (MRP), a leading research
company in the region. With total GCC active
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projects at around $ 2.6 trillion– equivalent to
160% of GDP, the regional construction market
presents sufficient depth and opportunities for
investors and regional market participants over the
years
to
come.
Despite the recent years’ headwinds that extended
from oil price slump to budget adjustments in
many GCC countries, the region witnessed $130
billion of completed projects during 2017, versus
$100 billion for the full-year in 2016. Such numbers
remain at par with an annual average of $135
billion
during
the
2009-2014
period.
Anthony Hobeika, Chief Executive Officer at MENA
Research Partners, said: “This surge is driven by
economic diversification away from hydrocarbons
in leading GCC countries, with a particular focus on
sectors like transportation, power and water,
manufacturing and energy projects totaling in
excess of $1 trillion of projects in the pipeline,
along with a shift from oil into renewables where
many GCC countries have set ambitious targets to
expand their alternative energy generation.
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for investors and market participants and remain
key markets. As they lead economic growth, and
driven by young and fast-growing demographics
in addition to long-term transformational plans
with Saudi Vision 2030 and the UAE Vision 2021,
GCC governments have been promoting many
significant infrastructure projects that aim to
catalyze business activity in specific sectors.
Hobeika noted: “The outlook for the construction
market remains compelling but we witness a shift
in terms of sectors and focus areas. While many
segments like real estate seem cyclical, other
developments linked to the strategic and longterm orientations of governments in terms of
economic expansion will definitely present the
next wave of opportunities for specialist
contractors in the GCC region.” — SG
http://saudigazette.com.sa/article/522683/BUSINESS/G
CC-construction-market-expands-30-in-2017

SABIC to invest $3-10 bln in acquisitions
over 5 years
28 November 2017

Governments remain the key drivers of
construction activity, as part of their firm
commitment to the long-term sustainable
economic development. Looking at the recent
project announcements, their main focus has been
on large scale strategic developments, like flagship
real estate projects, energy, and airports, among
others. In return, the role of the private sector has
been on a rapid upward trajectory, primarily
targeting consumer-driven sectors like retail,
logistics and industrials. Governments and the
private sector are turning into trusted partners
within
the
construction
sector.
Among rising trends, tourism and leisure-related
projects are increasingly viewed as strategic new
emerging sectors that many countries are looking
to tap into, with many regional countries now
aiming to become key entertainment and cultural
destinations for domestic and foreign tourists.”
The UAE and Saudi Arabia account jointly for 70%
of the value of active projects, both countries
increasingly present compelling new opportunities
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Saudi Basic Industries Corporation (SABIC) is
planning to invest $3-10 billion in acquisition deals
over the next five years in the specialties and agrinutrients sectors, Reuters reported on Tuesday,
citing chief executive, Yousef Al-Benyan. The
petrochemical giant is studying two potential
deals in the specialties business, and a final
decision may be taken by Q2 2018. SABIC will also
decide on an investment in a Texas petrochemical
complex, in partnership with ExxonMobil, by the
end of next year, Al-Benyan added.
Meanwhile, SABIC’s specialties unit aims to double
its profit in the next five years as it seeks to
position itself as one of the biggest specialty
chemical players globally, Ernesto Occhiello,
executive vice president of SABIC’s specialties
business, told ICIS on the sidelines of the 12th Gulf
Petrochemicals & Chemicals Association (GPCA)
Forum in Dubai. “Our goal… is to close to double
our profit over the next five years, purely from
organic growth… we don’t look at volumes,
revenues. We look at profit,” he said.
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The core engineering plastics segment will drive
the unit’s profitability over the next five years, but
the main challenge to grow the specialties unit is
time, Occhiello added. The specialty chemicals’
revenues come mostly from three key
manufacturing regions – North America, Europe
and Northeast Asia.
Occhiello ruled out plans to build any production
units at the newly-unveiled crude to chemicals
complex planned between Saudi Aramco and
SABIC. “We may build a plant there because there
could be a specific advantage…, but the essence of
the oil to chemicals [project] is to provide
competitive advantage to the broader SABIC
business and more specifically petrochemicals,”
Occhiello added.
https://www.argaam.com/en/article/articledetail/id/516
873

Saudi Arabia reopens fourth sukuk issue,
bids total SAR 19.8 bln
28 November 2017

Saudi Arabia has issued SAR 6.68 billion in Islamic
bonds by reopening its fourth domestic sukuk
issue originally launched in October, the finance
ministry said in a statement on Tuesday. The issue
received SAR 19.8 billion worth of bids from
investors and was 296 percent oversubscribed. The
bond tap raised the total value of the October
sukuk issue to SAR 16.68 billion.
The additional sukuk issue was divided into three
tranches: the first one valued at SAR 1.05 billion,
maturing in 2022; the second tranche worth SAR
3.53 billion, maturing in 2024; and the third
tranche set at SAR 2.1 billion, maturing in 2027.
Last month, Saudi Arabia received around SAR 32
billion in bids for its fourth domestic sukuk issue,
raising nearly SAR 10 billion from the sukuk sale.
The Kingdom has been tapping into bond markets
to tackle its budget deficit, expected at SAR 198
billion this year.
https://www.argaam.com/en/article/articledetail/id/516
825

48

9 December 2017

GCC chemical industry’s revenue likely to
rise in 2017: GPCA
28 November 2017

The GCC chemical industry’s overall revenues are
likely to return to growth this year, after registering
a decline last year, said Abdulwahab Al-Sadoun,
secretary general of the Gulf Petrochemicals &
Chemicals Association (GPCA). “We expect 2017 to
be much better, reflected by many member
companies… who registered significant profits in
Q3 and we expect Q4 to be better,” he said, quoted
by ICIS.
The industry reported $77 billion in sales revenue
in 2016, down 3 percent year-on-year (YoY) due to
lower global petrochemical prices, Al-Sadoun said,
speaking to journalists on the sidelines of the
ongoing GPCA Forum in Dubai.
The chemicals sector contributed around $43.8
billion to GCC economies last year, as countries in
the region make headway on megaprojects to
meet growing demand, particularly from Asia, he
added. GCC chemicals output grew at the fastest
pace in five years in 2016, 8.5 percent to reach
158.8 million tons.
Capacity additions in 2016 were driven by Saudi
Arabia, with the Kingdom increasing production by
12.7 percent YoY to 106.7 million tons per year,
according to the GPCA. In line with the Saudi
petrochemical industry’s product diversification
plan, a number of new products were introduced
in the Kingdom, with the strongest growth rate in
the specialty chemicals segment.
The Saudi chemical industry’s contribution to the
manufacturing segment grew from 23 percent in
2015 to 27 percent, implying the industry’s
increasing role in economic diversification, in
addition to boosting the non-oil economic growth.
The Kingdom remains the largest chemical
producer in the region, accounting for 67 percent
(more than two thirds) of the GCC’s output.
The UAE came second with 17 percent, followed by
Qatar (five percent), Kuwait and Oman (four
percent each) and Bahrain (two percent). The
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chemicals industry provided 152,100 job
opportunities in the GCC last year, Al-Sadoun said.
Meanwhile, a total of $584 million was invested in
research and development in the industry. Asked
about the introduction of value-added tax (VAT) in
GCC countries, Al-Sadoun said the tax would have
“very limited” impact on the region’s
petrochemical sector.
https://www.argaam.com/en/article/articledetail/id/516
768

Saudi M&A deal value in Q3 highest in
MENA
28 November 2017

In the third quarter of 2017, a total of 76 deals were
announced, a decrease of 10% when compared to
the 84 deals in Q3 of 2016., according to EY Q3
2017
M&A
report.
MENA M&A deal value, however, increased by
23% to $4.3 billion, up from $3.5 billion in Q3 2016,
the
report
said.
Saudi Arabia ranked the highest among the MENA
countries by value in Q3 2017 with five deals
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amounting to $1.6 billion. Kuwait followed with
five deals valued at $914.8 million, and the UAE
with 21 deals amounting to $547.4 million.
Of the 76 MENA deals in Q3 2017, banking and
capital markets was the top-performing sector by
deal value reaching $1.5 billion, followed by the
telecom sector with a total deal value of $847
million.
Phil Gandier, MENA Transaction Advisory Services
Leader, EY, said: “MENA executives continue to
remain confident about the M&A market.
According to the latest EY Capital Confidence
Barometer, a record 65% of respondents indicated
their intention to actively pursue deals in the next
12 months. With the recent oil prices, a slowgrowth environment and the diversification
agendas of many MENA countries still more in the
planning than execution stages, MENA executives
understand that they need to ‘buy’ versus ‘build’ to
remain
competitive.”
Domestic M&A saw the largest y-o-y
improvement, increasing by 17% in number and
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343% in value. Furthermore, the average size of
domestic deals rose by 258% compared to Q3
2016. However, inbound and outbound deals did
not fare as well, decreasing by 21% and 26%,
respectively
compared
to
Q3
2016.
The largest deal announced in Q3 2017 (pending
regulatory approvals and completion) was the
acquisition of a minority stake in Banque Saudi
Fransi for $1.5 billion by Kingdom Holding
Company
(KHC).
Digital
advancements
drive
deal-making
MENA executives are feeling pressure as current
business models undergo change, with nearly onethird citing the impact of digital technology and
transformation as the primary force propelling
changing customer behaviors and heightening
threats from digitally enabled competitors and
start-ups.
Anil Menon, MENA M&A and Equity Capital
Markets Leader, said: “To some extent we are in
uncharted territory with strategic acquirers
viewing this as the best time to make long term
bets and sellers grappling with pricing-in policy
ambiguity and volatile geopolitics. With MENA
private equity turning net sellers, we expect the
valuation
gap
to
decrease.”
According to the CCB survey, MENA corporate and
capital market indicators are looking positive; 63%
of MENA executives expressed favorable
sentiments towards corporate earnings (up from
18% a year ago) and 53% feel more optimistic
about
credit
availability.
“As we look ahead, M&A will remain a vital
component of MENA companies’ growth strategy
in the foreseeable future, as they continue to take
advantage of low interest rates and low growth
environment to secure an enduring competitive
edge,”
Gandier
added.
“EMEIA (Europe, Middle East, India, and Africa)
remains the second-most active IPO market
globally, showing consistent year-on-year growth.
In what is traditionally a quiet quarter, we saw
Switzerland, South Africa and Poland all with
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record-breaking
deals.
Reflecting
rising
confidence across the region, IPO candidates from
India and the Gulf States are also lining up to take
their turn before the end of the year. With soaring
equity indices in many markets, lower volatility and
positive investor sentiment, the last quarter is set
to be the busiest one for IPOs,” said Dr. Martin
Steinbach, EY Global and EMEIA IPO Leader.
EMEIA exchanges can expect a strong end to 2017,
with positive momentum fueled by solid economic
fundamentals.
Countries in the Gulf Cooperation Council (GCC)
will also see a number of IPOs in Q4 2017 and into
2018, from both state-owned and private sector
companies looking to capitalize on efforts within
the region to make stock exchanges more liquid.
Strong pipelines are building in many markets in
spite of investor concerns that a strengthening
euro may curtail the earnings recovery in Europe.
The European markets are proving resilient in the
face of the forthcoming Brexit negotiations.
Investors remain selective but European IPO
activity should be relatively strong going into the
last
quarter
of
the
year.
UK IPO activity is likely to remain slow until the end
of the year, by which time prospective IPO
candidates anticipate that political instability may
have abated. However, the pipeline is looking
strong for the Alternative Investment Market (AIM)
and smaller London Main Market listings.
Moreover, London continues to attract crossborder IPOs, which is a sign of confidence.
IPO activity in India is headed for a record year in
2017 as an increased number of issuers aim to take
advantage of a rally in the stock market and
increased investor demand. The re-emergence of
larger listings in the pipeline could help India reach
the expected target of US$5b in proceeds for 2017.
There has been particularly strong activity in the
insurance sector due to regulatory changes and a
number of major insurance companies are ready
to IPO. The Indian Government also plans to list
four
of
its
public
defense
units.
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IPO activity in Africa is likely to remain subdued for
the rest of 2017. This is largely due to political and
economic instability in key markets across the
continent, such as South Africa, Kenya and Nigeria.
In Tanzania, there could be more IPOs in the
coming months due to regulatory changes that
now require the listing of local businesses that are
foreign-owned.
Q4 2017 and the first half of 2018 should see a
number of megadeals across the region, but
especially from the Middle East. The average size
of recent IPO issuers has declined, suggesting that
a higher number of smaller companies are joining
the main and junior markets in 2017. IPOs on the
main markets have outperformed the main
indexes, which reflect positive investor sentiment.
— SG
http://saudigazette.com.sa/article/522892/BUSINESS/Sa
udi-M-ampA-deal-value-in-Q3-highest-in-MENA

Lloyd’s: Rising demand for specialist
insurance in Middle East
28 November 2017

As economies in the Middle East develop, the
demand for more innovative and specialist
insurance solutions in the region is growing,
according to Lloyd’s, the world’s specialist
insurance
and
reinsurance
market.
A rapidly expanding economy, a complex regional
geo political landscape, huge infrastructure
investments, as well as increasingly structured
public private initiatives are all behind the surging
demand in the Middle East for greater specialist
insurance
cover.
These were some of the topics discussed at the
second Middle East ‘Meet the Market’, organized
by Lloyd’s. The recent event was attended by over
450 brokers, insurance companies and other
representatives from the local, regional and
international insurance and reinsurance markets.
Vincent Vandendael, Lloyd’s Chief Commercial
Officer, said: “As the Middle East develops, there is
a significant requirement for innovative insurance
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solutions to support economic growth. We see
lines such as trade credit, political risk, public
private finance initiatives, warranties and
indemnities and mining as a growth opportunity
as the regional economies diversify and require
increasingly
sophisticated
risk
transfer
mechanisms.”
Renewable energy is another expanding class of
business for Lloyd’s, said Vandendael, who added
that Lloyd’s and the international market could
bring significant expertise to bear in this area.
Takaful reinsurance – a form of reinsurance that is
compliant with Islamic or sharia law – is another
growth area, he said. “We are looking at what more
we can do to support the growth of this segment”.
Vandendael added: “Insurance plays a key role in
supporting economic growth, and a clear
demonstration of the value of insurance is in the
payment of claims. In 2016 we’ve paid a total of
$120m in claims for losses arising from the United

STRATEGIC INSIGHT NEWS

Arab Emirates, but it’s not the value of the payouts that it’s important. Far more important is what
this money is used for – to help communities,
businesses and governments recover from
disaster. At Lloyd’s we are proud of the
contribution that we make to building greater
resilience and speeding up recovery from
catastrophes
around
the
world.”
According to Lloyd’s City Risk Index 2015 - 2025,
the Middle East region will generate $2.4 trillion in
GDP in the coming decade, but 15 percent of this
economic growth is at risk from 18 man-made
threats such as a market crash, sovereign default,
terrorism, power outages and cyber-attacks.
Together, these account for $213 billion or
approximately
58%
of
GDP
at
risk.
The shifting risk landscape in the Middle East
requires insurers to be more innovative than ever.
Speaking at the event, Trevor Maynard, Head of
Innovation at Lloyd’s, said: “We live in a world
where mega trends such as globalization,
urbanization and the digital revolution are
changing the risk landscape. As a consequence,
innovation in the insurance industry is essential.”
“At Lloyd’s we are working hard to create an
environment in which innovation can flourish. We
look ahead to anticipate new risks and new
scenarios so the market can create solutions that
will bring greater protection to our customers. This
year we have already released a number of
emerging risk reports, covering subjects such as
liability exposure management, city resilience and
a new earthquake model for the Middle East.”
“Lloyd’s has a long-standing history of innovation,
and we continue to lead the way in this area by
creating new types of insurance for cyber liabilities
or threats arising from the new sharing economy.”
http://saudigazette.com.sa/article/522757/BUSINESS/Ll
oyds-Rising-demand-for-specialist-insurance-inMiddle-East
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Thousands of Saudi women apply for
workplace support programs
28 November 2017

More than 8,000 Saudi women have applied for
support programs designed to help women
employed in the kingdom’s private sector,
according to local media. During the course of six
weeks, 8,568 women applied for the childcare and
transportation programs reports Saudi Gazette,
citing the spokesman of the Ministry of Labor and
Social Development, Khaled Aba Al Khail.
The Wusool program for transportation received
5,066 applications, while the Qurrah program for
childcare received 3,502 application, said Al Khail,
who is also the spokesman of the Human
Resources Development Fund.
Covering the whole country, Wusool aims to help
women overcome the challenges of commuting to
and from their workplace, providing them with
high-quality
transport
services.
Qurrah,
meanwhile, aims to increase the participation of
Saudi women in the labor market by offering
childcare services, and improving childcare
facilities.
http://gulfbusiness.com/thousands-saudi-womenapply-workplace-support-programmes/

Saudi Aramco's Jazan industrial complex
80% complete
29 November 2017

State-run oil giant Saudi Aramco has completed
over 80 percent of construction works at Jazan's
industrial complex, chief executive officer, Amin
Nasser, said in a statement. Nasser added that
almost 76,000 workers are participating in the
project. Jazan project is expected to start pilot
operations by mid-2018, Argaam earlier reported.
The refinery will have the capacity to process
400,000 barrels per day (bpd) of Arabian heavy and
medium crude oil, produce 80,000 bpd of gasoline,
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250,000 bpd of ultra-low sulphur diesel, and over
one million tons annually of benzene and
paraxylene products. The Jazan refinery is part of a
SAR 26 billion project that includes a 2,400
megawatt power plant to meet the refinery’s
energy demands.
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running 1,083 kilometers and stopping at 776
stations. In August 2013, the rail system contract
was awarded at SAR 84.4 billion ($22.5 billion) to
three international consortiums.
https://www.argaam.com/en/article/articledetail/id/516
957

https://www.argaam.com/en/article/articledetail/id/517
029

Riyadh Metro trial run set for H2 2018,
says official
29 November 2017

The trial run of Riyadh Metro is expected to be in
the second half of 2018, said Ibrahim Al-Sultan,
director of projects and planning center at
Arriyadh Development Authority (ADA). “We
expect that in H2 2018, people will see trains
operating in some routes, which will be a trail run
that will take more than a year,” he said in a
meeting with Riyadh Governor Prince Faisal bin
Bandar and officials. The project is more than 62
percent completed, Al-Sultan added. As for the
bus projects, ADA will start receiving 900 Mercedes
buses by the end of next year, he said.
When complete, the metro will span 176
kilometers and include 85 stations. A bus network
will complement the project with 24 routes,
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Saudis in workforce reach 1.95 mln in
October
29 November 2017

The number of Saudi employees in the workforce
stood at 1.95 million by the end of October, the
Ministry of Labor and Social Development said in
a statement. As many as 64,000 nationals were
hired in September and October, of which males
accounted for 31,000, while females constituted
33,000. The ministry had earlier launched six
initiatives to improve the labor market
performance and raise its efficiency. The Kingdom
aims to reduce unemployment to 7 percent under
Vision 2030, Argaam earlier reported.
https://www.argaam.com/en/article/articledetail/id/517
064
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Which EU countries sell arms to Saudi
Arabia?
30 November 2017

Which EU countries would be most affected by a
ban on arms sales to Saudi Arabia and why are
NGOs and some MEPs campaigning for the
change?
Now Reading: Which EU countries sell arms to
Saudi Arabia?
Members of the European Parliament yesterday
renewed their call for a European Union arms
embargo against Saudi Arabia, following
allegations that the country is breaching
international humanitarian law in Yemen.
It is the latest attempt in a string of actions
compelling EU foreign policy chief Federica
Mogherini to impose an embargo against the
Middle-Eastern country, including a letter signed
by MEPs from several parties. "All new (arms) sales
should not be allowed to Saudi Arabia at the
moment," Bodil Valero, am MEP from Sweden, told
Euronews. Rapporteur for a European Parliament
report on EU arms exports, Valero said: "European
weapons are contributing to human rights abuses
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and forced migration, which are completely at
odds with the EU's common values."
Two successful European Parliament resolutions
on the issue have previously been passed, but its
champions think that some member states,
particularly those whose trade links with the
country are deep-seated, may be less likely to
cooperate.
Which countries make the most money from
selling arms to Saudi Arabia?
One difficulty when comparing countries' exports
in this area is gaining access to data, with little
information available after 2016.
"It is difficult to have up-to-date information on
what is being sold to the Saudis because reporting
is retrospective," Kloé Tricot O'Farrell, Saferworld's
EU Representative, told Euronews. She said
another challenge is that some states argue the
arms being sold are not used in IHL violations in
Yemen, or that there is no direct proof that they
have been, despite a large volume of evidence
from humanitarian organisations.
When considering, the value of licences issued by
EU countries the UK tops the table concerning
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exports to Saudi Arabia. This is no surprise to
Valero, who sees the UK, along with France, as the
"biggest problem" when it comes to Saudi arms
sales, adding that adding that the UK has "the
most to lose" if an embargo were put in place with
48 percent of their arms sales going to the MiddleEastern country.
Opposition leader Jeremy Corbyn today expressed
his support of a UK block in this area, saying PM
May's silence on the issue in a recent trip to the
country showed "her complicity in the Yemeni
people's suffering". France, who Valero says is
"good friends" with Saudi Arabia, comes high up
on the list of EU dealers.
Data from 2016 sales showed 270 armored combat
vehicles were exported from France to Saudi
Arabia—more than all other exports of this type
combined.
Similarly, of 708 guns and rifles exported by the
country in 2016, 500 were precision rifles sold to
the Saudis.
Why do some want an embargo now?
Valero said the situation is "very different" from
when EU member states started selling arms to
Saudi Arabia, when the country was in "peace
times".
"Most countries have neglected the issue of
human rights (in Saudi Arabia) and have sold
anyway ... things that, according to the Common
Position, they could sell.
"But now Saudi Arabia is at war in Yemen. It's a
totally new situation, not only concerning the
human rights situation in the country, it's also
because there are international humanitarian
laws."
The EU's Common Position governing control of
exports of military technology and equipment has
no sanction mechanism and states are only
answerable for non-compliance on a national level.
What are the arguments against an embargo?
Some believe that the EU's focus should be
elsewhere. “Pakistan, North Korea, China is where
we should focus our attention. None of these
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countries are signatories to the UN arms trade
treaty while all EU member states are,” said
Geoffrey van Orden, a UK member of the ECR
group during the plenary debate. Van Orden did
not respond to Euronews' request for comment.
Will the embargo happen soon?
"I think we are still very far away from an EU arms
embargo being adopted," said Valero. She believes
that many states would be for the change and
should pressure EU's biggest arms dealers to Saudi
Arabia to support change: "If two countries out of
28 say no and the others say yes, there should be
more pressure on the minority."
NGOs like Saferworld are calling for the embargo
to be passed as soon as possible: "The arms that
are currently being sold to Saudi Arabia and
members of the Saudi-led coalition are being used
in Yemen and are primarily affecting civilian
populations," said Tricot O'Farrell. "Civilians are
bearing the brunt of this conflict," she concluded.
http://c.newsnow.co.uk/A/913324875?18849:4784:0#out

94.4% Saudis satisfied with Crown Prince
30 November 2017

An overwhelming 94.4 percent of Saudis are
satisfied with the performance of Crown Prince
Muhammad Bin Salman, according to a poll
conducted by the SMT Studies Center, an
independent center for the study of new
developments and events in the Middle East
region and Arab countries.
Some 92 percent of people surveyed approve the
decision of his appointment as the Crown Prince,
thinking it will further empower the youth. Some
88 percent view him as someone with great
leadership capabilities.
The poll was conducted through face-to-face
interviews with participants, who included an equal
number of men and women aged 18 years and
above from various regions of the Kingdom.
The poll, which has an error margin of only 3
percent, was conducted between Nov. 18 and 22.
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Most of the participants — 91.75 percent —are
supportive of the decisions taken to empower
women and the rights given to them. In September
hundreds of women were allowed to enter a sports
stadium in Riyadh in a one-off event to celebrate
Saudi Arabia’s National Day. The authorities also
announced that it will allow women into sports
stadiums from next year.
The announcement is in line with Crown Prince
Muhammad Bin Salman’s social and economic
reforms, including the historic decision to allow
women to drive from next June.
Some 95.25 percent of the participants in the SMT
Studies Center poll view the Kingdom’s Vision
2030 as very important and the best way for
substantial economic reforms. Some 97.5 percent
of the participants supported the recent anticorruption decisions.
Earlier this month, Custodian of the Two Holy
Mosques King Salman issued a royal decree
forming a supreme committee headed by the
Crown Prince to tackle corruption in public finance.
The Committee identifies offenses, crimes, persons
and entities involved in cases of public corruption.
An overwhelming 99 percent of the people
surveyed by the SMT Studies Center agree that
internal stability should take precedence over the
education and health sectors.
Some 80.25 percent of the participants support the
recent public sector changes, including the
formation of the General Entertainment Authority.
A total of 98 percent of the participants support
the Crown Prince’s decision to expose and fight
https://www.zawya.com/mena/en/story/944_Saudis_sati
sfied_with_Crown_Prince-ZAWYA20171130071025/

Riyadh
Investment
Park
construction next year: report

to

start

30 November 2017

Construction work on Riyadh Investment Park is
due to start early next year, CNBC Arabia reported,
citing Khalid bin Kalban, chief executive of Dubai
Investments. The mixed-use business park was
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announced in mid-March 2015, and construction
work was due to start in the same year. The park
will spread across 11 million square meters and will
include warehouses, commercial showrooms,
offices, and other logistics facilities, similar to the
Dubai Investment Park (DIP). "A number of
proposals are also under negotiations to replicate
Dubai Investments’ success and business models
in different markets," Bin Kalban said last
December. Dubai Investments, which will own 25
percent of the new park, will likely provide 10-15
percent of the project's financing. The remaining
portion will be provided by other investors.
https://www.argaam.com/en/article/articledetail/id/517
276

Saudi banking sector outlook stable in
2018, says Fitch
1 December 2017

Fitch Ratings' outlook on the Saudi banking sector
is stable for next year, as liquidity pressures have
partially eased amid expectations for further
improvement in 2018, the rating agency said in a
recent report. Saudi banks are forecast to see
better profit, driven by higher margins despite a
slight potential weakness in asset quality.
Domestic and dollar-denominated sukuk issues,
along with the repayment of contractors' delayed
dues, have helped achieve stability and boost
confidence in the local banking system.
Economic activity, however, remains depressed
amid modest growth in loans across the sector, the
rating agency added. Real gross domestic product
(GDP) growth is forecast to be a negative 0.4
percent for 2017, with only modest growth
thereafter to 0.8 percent and 1.3 percent in 2018
and 2019, respectively.
Credit growth slowed to 0.6 percent in the first
nine months of 2017, compared to 2.8 percent in
2016 and 8.9 percent in 2015. It is projected to be
in the low-single-digit range in 2018.
Meanwhile, the banking sector outlook for the
overall GCC region is negative for 2018, with asset-
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quality metrics likely to slightly deteriorate amid
slow credit due to weak economic growth.

Factbox: Saudi Arabia's privatization plans

"We have negative outlooks on 30 percent of GCC
bank ratings. Around half are a consequence of the
boycott of Qatar. The remainder are driven by
continued low oil prices, which constrain
government spending (affecting banks' financial
metrics) and weaken sovereign ability to support
banks,” Fitch added.

Saudi Arabia has said it aims to raise around $200
billion in the next several years through
privatization programs in 16 sectors ranging from
oil to healthcare, education, airports and grain
milling. It separately wants to raise another $100
billion through the sale of a five percent stake in
Saudi Aramco.

The ratio of impaired loans is projected to see mild
deterioration. Deterioration in certain corporate
segments, particularly contractors and SMEs, is
already filtering into other segments, including
retail. Credit concentration remains the key risk in
the region, the report said.

Following is a list of major privatization plans
underway.
SAUDI ARAMCO. The government has said it plans
to sell close to 5 percent of the national oil giant
next year through an initial public offering. Initially,
officials said the shares would be listed in Riyadh
and at least one foreign exchange, but in recent
weeks some officials have suggested Riyadh might
be the only venue. Officials have said the sale will
value Aramco at $2 trillion or more, though many
private analysts estimate a lower range.

Meanwhile, GCC banks' capital ratios are high by
international standards and unlikely to change
much in 2018, given lower loan growth, Fitch
Ratings said.
Fitch Ratings of Saudi Banks
Rating

Bank

Outlook

Current

End of 2016

Current

End of 2016

Al Rajhi

A-

A

Stable

Negative

Alawwal

BBB+

A-

Stable

Negative

Alinma

BBB+

A-

Stable

Negative

ANB

BBB+

A-

Stable

Negative

Aljazira

BBB+

A-

Stable

Negative

BSF

A-

A-

Stable

Negative

NCB

A-

A

Stable

Negative

Riyad

A-

A

Stable

Negative

Samba

A-

A

Stable

Negative

SABB

A-

A-

Stable

Negative

Saudi
Investment

BBB+

A-

Stable

Negative

https://www.argaam.com/en/article/articledetail/id/517
265
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SAUDI POSTAL CORP. In February, Riyadh invited
banks to pitch for an advisory role in the sale of
the government-owned postal service, sources
said. But since then it is unclear whether any banks
have been mandated and Abdullah Alswaha,
Minister of Communications and Information
Technology, told Reuters last month that Saudi
Post would enter a five-year "corporatisation
phase", which would turn it into a state-run
company before a private sector sale.
SAUDI GRAINS ORGANIZATION. State-owned
Saudi Grains Organization, which handles the
kingdom's grains purchases, is preparing to sell off
its milling operations by placing them in four
specially-formed corporate entities while retaining
other functions. The sale had attracted interest
from agribusiness giants U.S. Archer Daniels
Midland Co (ADM.N) and Bunge (BG.N). But
prospective investors have fretted about the
ownership limits and structure of the sale process,
sources have told Reuters.
SPORTS. Saudi Arabian investment bank Jadwa
Investment was appointed to advise on the
privatization of as many as five soccer clubs in the
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Saudi Professional League, sources told Reuters in
February.
AIRPORTS. Faisal Hamad al-Sugair, Chairman of
Saudi Civil Aviation Holding Company, told
Reuters it was on track to "corporatize", or turn
into private companies, 27 airports by the middle
of 2018. Goldman Sachs was hired to manage the
sale of a minority stake in Riyadh's King Khalid
International Airport, the first major privatization
of an airport in the kingdom, Reuters reported in
July. In April, Singapore's Changi Airport Group
was awarded in April a contract to operate the King
Abdulaziz International Airport in Jeddah for up to
20 years.

9 December 2017

source familiar with the process has since told
Reuters they were not aware of SEC yet posting
requests for qualifications for the process.
SALINE WATER CONVERSION CORP. Officials last
year outlined plans to privative Saline Water
Conversion Corp, which desalinates water and
produces electricity. It would be transformed into
a joint-stock holding company served by local
production units; investment partners for the units
would then be sought, followed by an IPO for the
holding company. Banks recently submitted bids
to advise on the privatization of the company's
$7.2 billion Ras Al Khair desalination and power
plant.
http://mobile.reuters.com/article/amp/idUSKBN1DV45V

SAUDI ARABIAN AIRLINES. The airline has started
the sale of its medical services business in Jeddah,
valued at around $500 million, sources said in May.
The sale is on hold or has seen little progress,
people familiar with the matter said.
HEALTHCARE. One of the first assets to be
privatized is one of Saudi Arabia's top hospitals,
King Faisal Specialist Hospital and Research Centre
in Riyadh, an official said previously. The process
was in a "very advanced stage", Vice Minister for
Economy and Planning Mohammed al-Tuwaijri
told Reuters last in April. Also, the Ministry of
Health received at least six bids to act as financial
adviser for the privatization of 55 primary
healthcare centers in Riyadh, sources said earlier
this year.
EDUCATION. Saudi Arabia hired HSBC as financial
adviser to privative construction and management
of school buildings, the chief executive of Tatweer
Buildings Co, a state firm affiliated with the
Ministry of Education, said in January.
SAUDI ELECTRICITY CO. Riyadh plans to split statecontrolled utility Saudi Electricity Co (SEC) 5110.SE
into separate companies that would be offered
either to local citizens through IPOs or to local or
international corporate partners. Riyadh-based
ACWA Power chief executive Paddy Padmanathan
told Reuters in March he expects the first of four
power generation companies owned by Saudi
Electricity will be offered by the year-end. But a
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Assets held by Saudi investment funds rise
2% in Q3
3 December 2017

The total value of assets held by investment funds
in Saudi Arabia rose 2 percent quarter-on-quarter
(QoQ) to SAR 112.7 billion in the third quarter of
this year, data issued by the Saudi Arabian
Monetary Authority (SAMA) showed. The increase
was driven by a 2 percent rise in the total value of
assets held by local and foreign investment funds
in Q3.
Assets of Mutual Funds (SAR bln)
Period
Local
assets
Foreign
assets
Total

Q2 2017
86.13

Q3 2017
87.92

Variation
+2.1%

24.29

24.73

+1.8%

110.43

112.65

+2.0%

Assets held by investment funds include local and
foreign stocks, bonds, real estate investments and
other assets. The total number of investment funds
stood at 278 by the end of Q3 2017, the data
showed. Meanwhile, the number of subscribers in
investment funds increased to 235,200 in Q3 from
224,400 in 2016, but dropped 59 percent
compared to 2005.
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Assets of Investment Funds (SAR bln)
Period

Foreign
assets
21.31

Total

Variation

2005

Local
assets
115.66

136.97

--

2006

61.34

22.77

84.11

(39%)

2007

79.89

25.21

105.10

+25%

2008

61.26

13.55

74.81

(%29)

2009

74.14

15.41

89.55

+20%

2010

74.44

20.30

94.74

+6%

2011

64.53

17.66

82.19

(13%)

2012

69.81

18.26

88.07

+7%

2013

81.86

21.32

103.18

+17%

2014

81.87

28.84

110.71

+7%

2015

75.92

26.98

102.90

(7%)

2016

70.66

17.18

87.84

(15%)

+38%
Q3
87.92
24.73
112.65
2017
https://www.argaam.com/en/article/articledetail/id/517
510

SAMA, CMA to set up financial academy
3 December 2017

The Saudi Arabian Monetary Authority (SAMA) and
the Capital Market Authority (CMA) have signed an
agreement to set up an academy to train workers
in the financial sector, the CMA said in a statement
on Thursday. The academy will be an independent,
non-profit entity run by both the Saudi central
bank and the market regulator, the statement said.
SAMA’s Institute of Finance will continue to
provide its training programs until the academy is
fully established. The academy aims to enhance
the Kingdom’s financial awareness, raise training
standards in line with global best practices,
develop specialized tests, and provide professional
certificates. It will also conduct studies, research,
and specialized conferences.
https://www.argaam.com/en/article/articledetail/id/517
487

Top 10 companies in Saudi Arabia in 2017
3 December 2017

Saudi Arabia once against hosts the Gulf region’s
largest listed company in 2017 with Saudi Basic
Industries Corporation. SABIC also maintained the
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top position in terms of earnings in the first half.
However, the wider stock exchange has not had a
good year, down 4.4 per cent in year-to-date terms
at the time our list was compiled and experiencing
further shocks since then due to an anti-corruption
drive that has enveloped businessmen, royals and
ministers. Corporate earnings grew 7 per cent in
the first half, with positive momentum mainly
coming from the non-oil sector. There may be
some impact next year as the kingdom introduces
a 5 per cent value added tax rate alongside the
UAE.
TOP 10 COMPANIES IN SAUDI ARABIA
(By market capitalisation as of October 11, 2017)
1. Saudi Basic Industries Corporation
Market capitalisation: $78.40bn
Sector: Energy – fossil fuels
2. Saudi Telecom Company
Market capitalisation: $36.91bn
Sector: Telecommunications services
3. Al Rajhi Banking & Investment Corporation
Market capitalisation: $27.30bn
Sector: Banking and investment services
4. National Commercial Bank
Market capitalisation: $25.79bn
Sector: Banking and investment services
5. Saudi Electricity Company
Market capitalisation: $25.44bn
Sector: Utilities
6. Jabal Omar Development Co
Market capitalisation: $16.11bn
Sector: Real estate
7. Saudi Arabian Mining Co
Market capitalisation: $15.03bn
Sector: Mineral resources
8. Almarai Co
Market capitalisation: $14.21bn
Sector: Food and beverage
9. Samba Financial Group
Market capitalisation: $12.11bn
Sector: Banking and investment services
10. Saudi British Bank
Market capitalisation: $10.24bn
Sector: Banking and investment services
http://gulfbusiness.com/revealed-top-10-companiessaudi-arabia-2017/
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New $218m waterfront project opens in
Jeddah
3 December 2017

A new $218m waterfront project in Jeddah
spanning 700,000 sq/m has opened to the public,
according to local media. The new 4.2 km
development in Saudi Arabia’s commercial hub
adds new park areas, a 650 meters walkway as well
as three new beaches in the area, Saudi Gazette
reported. The new public area with 17 plazas,
sculptures, fountains, a water park and 8,000 sq/m
of children’s play area was inaugurated in the
western Red Sea port city by Emir of the Mecca
region Prince Khaled Al Faisal.

The corniche also has three new beaches with
swimming areas protected by shark barriers and
observation towers, a 4,634m long promenade, a
hanging pedestrian bridge connecting the
corniche with Prince Faisal Bin Fahd Street and a
125m fishing pier with sheltered awnings.
The opening marked the completion of the first
five phases of the project, with construction of the
final phase to commence soon, authorities said.
In September Saudi Arabia’s Public Investment
Fund (PIF) announced a separate $4.8bn
redevelopment of the corniche that will see
housing, shops, museums and a marina built over
the next 10 years.

9 December 2017

The PIF project will see 5 million sq/m of beach
developed, and will add 12,000 housing units to
the pipeline, with construction set to begin in 2019
with the opening of the first phase scheduled for
the final quarter of 2022, the PIF said.
http://www.arabianbusiness.com/industries/constructio
n/384784-new-218m-waterfront-project-opens-injeddah

Saudi tourism body to award museum,
heritage contracts worth SR1.2 billion
3 December 2017

Nine museum and heritage projects will be
awarded across the Kingdom at costs totaling
more than SR433 million ($155 million), the Saudi
Commission for Tourism and National Heritage
(SCTH) has announced. The SCTH said another five
projects will also be awarded within the SCTH
cultural heritage projects whose costs are more
than SR1.4 billion. SCTH President Prince Sultan
bin Salman has patronized the signing of the
contracts with a number of national companies.
The new projects included the establishment of
new museums, development of existing ones,
expansion of the National Museum, maintenance,
fencing and posting of awareness notices in the
archaeological and heritage sites in addition to
other projects to rehabilitate a number of
archaeological sites across the Kingdom.
The new projects come as part of King Salman’s
program for cultural heritage in the Kingdom.
There are now 230 projects covering heritage with
its various components such as antiquities,
museums, sites of Islamic history, urban heritage,
and handicrafts, plus other components of the
Kingdom’s
heritage.
The new projects also included the design of
museum exhibitions; executive plans for the
rehabilitation of Al-Saqqaf Palace in Makkah
region; expansion and development of the
National Museum (first phase); design and
preparation of the executive plans of the SCTH
regional museums in Dammam, Tabuk, Baha, Hail,
Jouf, Najran and Asir; museum projects in AlQasim, Arar, Tima and Ahsa, and the railway
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museum in Madinah; the rehabilitation project of
Khuzam Palace and other historic and heritage
buildings in Ahsa; and the rehabilitation of ten
heritage buildings in Yanbu (first phase).
On the other hand, the maintenance, fencing and
posting notices projects covered 300 sites across
the Kingdom and the signing of operation and
engineering contracts for museums and
archaeological sites more than 130 locations in all
parts
of
the
Kingdom.
The projects also included the rehabilitation of the
archaeological sites in Al-Jouf Region, including
five sites in Skaka Province and another two in
Domat-Al-Jandal Province.
http://www.arabnews.com/node/1202941/saudi-arabia

Sale of the century? $300b Saudi sell-off
moves slowly
3 December 2017

Saudi Arabia's $300-billion privatization program
was billed as the "sale of the century" when Crown
Prince Mohammed bin Salman unveiled his plan to
great fanfare. Nineteen months later, it is moving
at a snail's pace, bankers, investors and analysts
familiar with the process say.

9 December 2017

healthcare. "It's going to take longer [than many
expected]," a Saudi banker who has worked on
transactions told Reuters. "There are headwinds
from the shifting of priorities in government and
at a micro-level as these are old institutions that
have often never kept books and are not up to the
rigors of privatization," the person said.
The sell-off is a cornerstone of Prince
Mohammed's Vision 2030 plan to bring in fresh
revenue and diversify the economy - which is in
recession and blighted by high unemployment away from energy exports in an era of low oil
prices. But the aforementioned bankers, investors
and analysts are expressing concerns, for example,
over the lack of a regulatory framework to assure
would-be shareholders about how much control
foreign companies could gain as a result of the
stake sales, including the right to lay off staff.
Vice Minister for Economy and Planning
Mohammed al-Tuwaijri said in April that, excluding
Aramco, the government aimed to make $200
billion by putting large parts of the Saudi economy
in private hands. The selloff, including five percent
of Aramco, has been intended to improve state
finances. The government posted a $79 billion
deficit last year.
http://www.globaltimes.cn/content/1078445.shtml

The main problems they cite are heavy
bureaucracy, an inadequate legal framework,
frequent changes in priorities within government
departments and fatigue among investors. Some
also blame a wait-and-see approach among many
investors due to uncertainty about the fallout from
an anti-corruption campaign in which dozens of
royal family members, ministers and senior
officials were rounded up in early November.
The centerpiece listing of state oil company Saudi
Aramco - expected alone to raise up to $100 billion
- is on track to go ahead next year, Prince
Mohammed told Reuters in October. However,
Riyadh has yet to select any exchange abroad that
will handle - along with the Saudi market - what
would be the biggest share flotation in history.
Sectors where the privatization process has been
slow include grains, the postal service and
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Saudi Arabia invites US firms to participate
in nuclear program
4 December 2017

Saudi Arabia has called on US firms to participate
in developing its civilian nuclear power programs,
Reuters reported, citing energy minister Khalid AlFalih. The Kingdom is “not interested” in using
nuclear technology for military purposes, and
plans to restrict nuclear power to civilian use, he
added, speaking to reporters after meeting with
US Energy Secretary Rick Perry. Meanwhile, Perry
said it would be early to make statements about
agreements with Saudi Arabia on nuclear
cooperation.
https://www.argaam.com/en/article/articledetail/id/517
679
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Saudi PIF’s mortgage refinancing firm
seeks foreign investors: report
4 December 2017

Saudi Real Estate Refinance Company (SRC),
recently launched by the Public Investment Fund
(PIF), is in “soft discussions” with foreign investors
to help ease liquidity in the country’s real estate
sector, the company’s CEO Fabrice Susini told Arab
News. The firm has already started talks with
investors interested in the new market
opportunity, he said. “It’s not good enough simply
to focus on the country and domestic investors.
We want to have foreign investors interested in
coming and investing into these loans or
portfolios,” he added.
The demand for real estate financing is expected
to cross SR500 billion ($133 billion) by 2026, the
newspaper reported, citing unnamed Saudi
officials. SRC, which works under the auspices of
the Ministry of Housing, is expecting to refinance
up to $20 billion over the next five years, a move
targeted to remedy the nation’s low mortgage
penetration rate, Susini said. Saudi Arabia plans to
raise the rate of home ownership among citizens
from 47 percent to 52 percent by 2020, as part of
wider economic reforms in the Kingdom.
https://www.argaam.com/en/article/articledetail/id/517
650

Saudi real estate market named among
world's worst performers
5 December 2017

Saudi Arabia's real estate market is one of the
worst performers in the world, according to new
data released by Knight Frank. Its latest Global
House Price Index showed that Saudi Arabia was
ranked 55th out of 56 markets analyzed during the
third quarter of 2017. The index said prices in the
Gulf kingdom fell by 5.4 percent over the past year
although there are signs of an improving picture in
recent months.
Knight Frank data revealed that prices in Saudi
Arabia were up by 0.7 percent and 0.5 percent over
the past six- and three-month periods. The real
estate consultancy added: "This quarter marks the
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inclusion of Saudi Arabia within the index for the
first time. Latest data shows prices slipped 5.4
percent on an annual basis meaning it is second
only to Ukraine as the weakest-performing market.
"The oil-dependent Saudi economy is struggling
to gain traction, which along with the recent
introduction of a levy on expatriate workers is
stifling housing demand."
Globally, Iceland topped the Q3 rankings with
year-on-year price growth of more than 20
percent, ahead of Hong Kong, the Czech Republic,
Malta and Canada.
Overall, the Knight Frank Global House Price Index
increased by 5.1 percent in the year to September.
Prices increased year-on-year in 88 percent of the
countries tracked but almost half saw their rate of
growth decline compared with last quarter.
http://www.arabianbusiness.com/property/news/38493
5-saudi-real-estate-market-named-among-worldsworst-performers

Saudi private sector growth rises by most
since August 2015
5 December 2017

Growth in the Saudi Arabia non-oil private sector
saw its steepest improvement since August 2015
in November, according to new research.
November data from the Emirates NBD Saudi
Arabia Purchasing Managers’ Index (PMI) signaled
a strong upturn, driven by output and new order
expansions. The headline seasonally adjusted PMI
rose to 57.5 in November, from 55.6 in October.
This figure indicated the steepest improvement in
the non-oil private sector for 27 months.
Meanwhile, foreign demand improved at a modest
pace and job creation continued. On the price
front, cost burdens rose moderately, whilst output
prices were unchanged since October amid strong
competition in the sector. Business confidence
remained positive, albeit the level of sentiment fell
slightly since the preceding survey.
Khatija Haque, head of MENA Research at Emirates
NBD, said: “The strong November PMI reading is
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particularly encouraging given the heightened
political uncertainty in the Kingdom, and indicates
that it was largely 'business as usual' last month.
"That output and new orders continued to increase
sharply bodes well for non-oil sector growth in the
fourth quarter. Higher oil prices likely contributed
to the broadly positive business sentiment.”
Output continued to increase, in line with the
survey’s trend. The rate of growth was sharp
overall and accelerated to a ten-month high in
November. According to anecdotal evidence, the
upturn in business activity was supported by
strong domestic demand.
Growth of new business accelerated during
November, with the respective index hitting a 27month high. The improvement in new work inflows
was reported by 37 percent of respondents.
New export order growth reached a three-month
high during November. Non-oil private sector
firms commonly linked the rise in new orders from
abroad to an economic upturn in neighbouring
countries.
Job creation continued in November, extending
the current sequence of hiring to 44 months. That
said, the rate of increase eased since October, in
contrast to the trends for output and new orders.
In terms of prices, input cost inflation eased, with
the respective index recording below the series
long-run average. Softer increases in both
purchase prices and staff costs were recorded.
Despite the ongoing increases in cost burdens,
output charges were unchanged. Some panel
members reported higher selling prices, however
these were offset by those discounting
their charges for goods and services in response
to strong competition.
Stocks of purchases were accumulated at the
second-fastest rate in the survey’s history in
November. Firms noted that increasing demand
had led them to build-up their inventories.
Optimism towards future growth prospects
softened in the latest survey. That said, business
confidence remained positive overall. The ongoing
economic upturn alongside higher business
investments underpinned the positive outlook.
http://www.arabianbusiness.com/politicseconomics/384929-saudi-private-sector-growth-risesby-most-since-august-2015
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Saudi Arabia, Iraq ink 18 MoUs on energy,
oil
5 December 2017

Saudi Arabia has signed 18 memorandums of
understanding (MoUs) with Iraq in the field of
energy and oil, state news agency SPA reported.
The deals were signed on the sidelines of the Basra
International Oil & Gas Conference, which was
attended by Saudi minister of energy, Khalid AlFalih, and Iraq minister of oil, Jabbar Al-Luaibi. At
the conference, the ministers spoke about
cooperation in the fields of oil and gas, renewable
energy as well as exports.
https://www.argaam.com/en/article/articledetail/id/517
883

Saudi housing ministry expands projects
to big cities
5 December 2017

Saudi Arabia’s Ministry of Housing has expanded
its residential projects to several cities around the
Kingdom, including Makkah, Riyadh and Jeddah,
said the ministry’s spokesman Saif Al-Swailem.
“The ministry is set to unveil new housing
projects,” he said, adding that the ministry’s
residential units are priced between SAR 250,000
and SAR 700,000 each. A number of projects have
been launched in Asir, including 3,500 villas and
town houses as part of the off-plan program, AlSwailem said.
https://www.argaam.com/en/article/articledetail/id/517
832

Travel agencies can now issue Saudi
tourism visas
5 December 2017

Travel agencies in the category D in Saudi Arabia
can now issue visas to tourists and for educational
or medical treatment purposes in the country,
according to Sabq online newspaper. The Saudi
Commission for Tourism and National Heritage
(SCTH) in Jeddah issued the first license allowing a
travel agency in category D to issue such visas, the
online daily said.
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The new inclusion, allows all the four categories of
licensed travel agencies in Jeddah (A, B, C and D)
to offer services such as the sale, purchase and
issuance of travel tickets and to market tourist trips
provided by tour organizers as well as handling
tourist and educational visas.
Meanwhile, the SCTH has launched a program for
restoring and reviving 34 historic mosques in the
area of Al-Diriya, Al-Hayat newspaper reported. It
added that the total number of historic mosques
restored since the launch of the program stands at
79, which includes the 100-year-old Al-Maarik
Mosque in Buraidah.
https://www.argaam.com/en/article/articledetail/id/517
811

Citi Hires Investment Banking Head for
Saudi Arabia
6 December 2017

Citigroup Inc. has hired a new head of investment
banking for Saudi Arabia as the U.S. bank prepares
to launch operations in the kingdom next year.
Mr. Majed Al Hassoun, who will be based in Riyadh,
initially will build up the operation to focus on
working with public-sector entities in Saudi Arabia
and large domestic and multinational companies.
Citigroup expects to add up to 20 employees,
including investment bankers, institutional debt
and equity traders and stock-research analysts
over time.
Mr. Al Hassoun will report to Carmen Haddad, who
was appointed chief executive of Citigroup's
business in Saudi Arabia earlier this year. Mr.
Hassoun was previously a director at Saudi Fransi
Capital, the investment banking arm of Riyadhbased Banque Saudi Fransi.
Citigroup's expansion plans in Saudi Arabia follow
a 13-year absence from the country. The return
highlights the opportunities that the bank and its
rivals expect as a result of Saudi Arabia's plans to
diversify its economy away from oil, using funds of
up to $100 billion that it expects to raise from the
planned initial public offering next year of the
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country's state-owned oil company Saudi Arabian
Oil Co., or Saudi Aramco.
Some international banks are already benefiting
from Saudi Arabia's efforts to raise funding
internationally. In September, the Wall Street
Journal reported that Saudi Arabia's ministry of
finance hired U.S. banks JP Morgan Chase & C0.
and Goldman Sachs, Bahrain-based Gulf
International Bank, U.K.-based HSBC and Japan's
Mitsubishi UFJ Financial Group Inc. to lead the
country's recent international bond sale.
Still the bank's plan isn't without risk as highlighted
by the government's recent anticorruption
crackdown and continued uncertainty over
Aramco's IPO.
Last month, the Saudi government detained more
than 200 people including government officials,
prominent businessmen and members of the
country's ruling family. However, the recent release
of several of the suspects shows that the
crackdown is reaching a resolution.
Saudi Arabia has said its IPO plan for Aramco
remains on track, however, the kingdom hasn't
finalized on which exchanges to list shares of the
energy giant.
Citigroup secured in April a banking license to
operate in Saudi Arabia. It will allow the bank to
advise companies on dealmaking, to underwrite
and sell debt and equity securities, and to provide
stock research for its corporate and institutional
clients.
http://www.foxbusiness.com/features/2017/12/06/citihires-investment-banking-head-for-saudi-arabia.html

Saudi's King Abdullah Port names new
CEO
6 December 2017

King Abdullah Port, the first privately owned,
developed and operated port in Saudi Arabia, on
Wednesday announced the appointment of a new
CEO. The Ports Development Company, owner and
developer of King Abdullah Port, named Rayan
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Qutub as CEO. He previously served as CEO of King
Abdullah Economic City's Industrial Valley.
“I am very honoured by the confidence placed in
me by the Ports Development Company’s Board of
Directors,” said Qutub. “We will work to strengthen
the port's capabilities to ensure that it continues to
contribute
effectively
to
the
kingdom's
renaissance and prosperity while fulfilling the
desired role in achieving the logistics vision
through the contribution and partnership of the
private sector to achieving Vision 2030.”
Qutub has also held senior positions in major
regional and international companies such as
Savola, Unilever and Emaar The Economic City.
King Abdullah Port is located on one of the world’s
busiest maritime shipping lanes, and was ranked
the fastest growing port worldwide in 2015 and
joined the world’s 100 biggest container ports for
2016.
http://www.arabianbusiness.com/industries/transport/3
85047-saudis-king-abdullah-port-names-new-ceo

SR11.6 million spent by Saudi women to
obtain driving licenses in three countries

9 December 2017

The spokesman for (IMSIU), Ahmed Al-Rakban,
told Al-Watan: “We appreciate what the university
has been doing for women who will start driving
next year. An agreement has been signed between
the university and the General Department of
Traffic in this respect, and the director general of
traffic visited the university and discussed the issue
with many engineering and safety specialists,” AlRakban said.
Al-Rakban also noted that driving schools for
women have been established at many
universities, and there may be other schools
outside universities to enable female students and
staff to easily get their driving licenses.
To obtain a driving license in the Kingdom,
applicants should:
• Be at least 18 years old for a private license/20
years old for a public license
• Have no drug-related convictions
• Be healthy
• Pass the driving test
• Pay the prescribed fees
• Have legal residence in the Kingdom (for nonSaudis)
http://www.arabnews.com/node/1204511/saudi-arabia

6 December 2017

Saudi daily Al-Watan, according to its sources, said
that the number of driving licenses obtained by
Saudi women from the UAE, Bahrain and Jordan
has reached 7,550 licenses with a total cost of
SR11.627 million ($3.1 million) — or SR1,540 for
each license. The women obtained their licenses
after attending training courses for 22 hours, as
well as passing compulsory tests.
Imam Muhammad bin Saud Islamic University
(IMSIU) in Riyadh organized the first forum on
women’s driving, with female members of the
Shoura Council, to discuss the importance of
driving for women. The forum will be followed by
workshops at the university to educate female
students and raise their awareness about driving.
The decision to allow women to drive in the
Kingdom will come into effect in June 2018.
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15-year sentence for 2012 Qatif rioter who
instigated violence and trained in Iraq
6 December 2017

The Specialized Criminal Court in Riyadh on
Tuesday sentenced a Saudi to 15 years in prison
after being found guilty of participating in riots in
2012 by attending demonstrations and rallies
contrary to public order in the city of Al-Awamiya
in Qatif province.
The charges include repeating slogans hostile to
the state in order to disturb the security, and
inciting some of his relatives to these acts by
sending and resending messages from his
personal BlackBerry to all his addressees, including
warning of the presence of security men in some
places
for
fear
of
arrest.
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He was also found guilty of confronting security
authorities and threatening to carry out terrorist
acts during the execution of a person sentenced to
death in a security case; not informing police about
his knowledge that one of his relatives and another
person were trading arms without a license, and
that his relative was carrying an unlicensed
machine
gun
and
gun.
The defendant declined to inform police about his
knowledge that one of his relatives was
communicating with others via the Zello
application to follow the movements of security
and foreign vehicles entering Al-Awamiyah to
target the security forces. The defendant traveled
to Iran and then entered Iraq and joined training
camps where he was trained for three days to
unpack
and
install
weapons.
Among the charges were supporting terrorism by
receiving the amount of SR1,500 ($400) from a
relative before traveling to help him travel, and
possession of a gun without a license in defense of
himself after a group of masked people attempted
to
kidnap
him.
Having taken into account the provisions of the
regulations and instructions concerning the
prosecution of juveniles, the Court sentenced the
defendant to 15 years in prison starting from the
date
of
arrest
in
this
case.
The court also decided that his BlackBerry phone
should be confiscated and that he should be
prevented from traveling outside the Kingdom for
a period similar to the prison sentence imposed
after the end of the sentence and his release from
prison.
http://www.arabnews.com/node/1204506/saudi-arabia

VAT: Saudi businesses given transition
period to renegotiate long-term contracts

9 December 2017

provided the contracts meet certain requirements,
the General Authority of Zakat and Tax (GAZT) has
announced.
This will enable suppliers and customers who had
entered into long-term contractual commitments
to renegotiate the contracts’ details, particularly
details that will be affected by VAT
implementation.
GAZT clarified this treatment applies only to
contracts that did not anticipate VAT. Contracts
that contain tax-related provisions or mechanisms
to adjust prices of goods and services and include
VAT will not be exempted.
The GAZT explained that all requirements should
be met to apply the transitional provisions:
Contracts must have been signed before May 30,
2017; customers should be able to fully deduct the
input tax on the supply made; the customer should
submit a written letter to the supplier to confirm
his ability to fully deduct and refund input tax on
the supply. All orders made after Dec. 31, 2018, are
subject to VAT, with the correspondent rate
indicated in the VAT law and implementing
regulations.
GAZT confirmed its willingness to put in place
flexible
legislation
to
facilitate
VAT
implementation for businesses and maximize their
readiness. Offering a one-year transition period for
contract negotiations will support businesses in
adjusting to the new tax system.
The authority has urged all businesses to be fully
ready for VAT before its implementation on Jan. 1,
2018, and advised them to visit the official VAT
website, www.vat.gov.sa, which contains a VAT
manual with a simplified explanation of the basic
steps businesses need to take to implement VAT,
as well as a wide range of tools and information to
support businesses in achieving readiness.

6 December 2017

The first year after the launch of the value-added
tax (VAT) will be a transitional period, and goods
and services supplied under certain long-term
contracts will be zero-rated during that period
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All businesses whose annual revenues exceed SR1
million ($266,600) must register for VAT by Dec.
20, 2017, to avoid penalties and fines, and
suspension of government services.
http://www.arabnews.com/node/1204496/saudi-arabia
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Tasnee aims to finalize Tronox-Cristal
merger by approval or cutting output: CEO

Saudi Aramco meets bidders for $20 bln
Yanbu FEED contract

6 December 2017

6 December 2017

Tronox Limited and Cristal both disagree with the
US Federal Trade Commission’s (FTC) view on their
acquisition deal, National Industrialization Co.’s
(Tasnee) chief executive Mutlaq Al-Morished told
Argaam. "The FTC believes that if the merger
occurs, the volume of production will be large and
will lead to price control by us," he said.
“[However], we believe that the company operates
globally and its products will be sold in most
countries of the world; therefore, the prices of will
be set by the international markets."

Saudi Aramco is in talks with four companies that
have submitted bids for the front-end engineering
design (FEED) contract for its $20 billion Yanbu oilto-chemical facility, Meed reported, citing an
unnamed industry source. The bidders include
Fluor (US)/Jacobs (US), KBR (US), Wood Group
(UK), and Worley Parsons (Australia).

Tronox and Cristal, which is 79 percent-owned by
Tasnee, are looking into all appropriate options in
order to successfully finalize the deal, he said.
Official bodies will issue a final decision after
arguments from both sides have been presented
and relevant documents submitted, Al-Morished
noted, pointing out that this might take between
one and three months. “We will seek completion
of the merger either by approval or through a
process that could reduce the number of factories
and the volume of production," he said.
Cristal operates eight titanium dioxide (TiO2)
plants in the US, Brazil, UK, France, Saudi Arabia,
China, and Australia. The firm also operates mines
in Brazil and Australia, in addition to a research and
development center and a titanium powder plant
in the US. The FTC this week filed a lawsuit to block
Tronox Limited’s proposed acquisition of Cristal’s
TiO2 business – a deal would make Tronox the
world’s largest producer of the whitening pigment,
with a total capacity of 1.3 million tons per year. In
response, Tronox said it plans to “vigorously fight”
the FTC complaint, saying the regulatory body’s
lawsuit is based on an “erroneous view of the
global TiO2 market and a flawed analysis of the
Tronox/Cristal transaction.”
https://www.argaam.com/en/article/articledetail/id/518
125
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Aramco officials have been meeting the bidders to
discuss details of the contract over the past three
weeks, the report said. It cited the unnamed source
saying there was no clarity on whether Aramco will
be awarding the FEED and pre-FEED together or as
separate contracts.
The Yanbu oil-to-chemical facility will convert the
235,000 barrels per day (bpd) Yanbu refinery into
an integrated refinery and petrochemicals
complex. The complex, the largest of its kind in the
world, will process 400,000 bpd of crude oil into
nine million tonnes a year of chemicals and base
oils. The complex is expected to include a steam
cracker, mixed xylene, cumene, isobutene and
petroleum coke, pitch facilities and an aromatics
complex. It is slated for completion in 2025, the
report added.
https://www.argaam.com/en/article/articledetail/id/518
033

Saudi Arabia’s household net worth at
$772 bln: report
6 December 2017

The total household net worth of Saudi Arabia is
estimated at $772 billion, the highest in the Middle
East region, according to Credit Suisse Research
Institute’s 2017 Global Wealth Report. Wealth per
adult in the Kingdom is expected to reach $35,042
in 2017 from $23,507 in 2000, an increase of nearly
49 percent in the seven-year span. The UAE comes
second on the list in the Middle East region, with
household wealth estimated at $603 billion. The
net household wealth in Kuwait and Bahrain is
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estimated at $292 billion and $34 billion,
respectively.

services and respective promotions offered in the
Kingdom.

The combined wealth for the GCC nations stands
at approximately $2.03 trillion this year, according
to the report. Meanwhile, globally, the total wealth
rose by 6.4 percent or $16.7 trillion to $280 trillion,
driven by equity and significant increases in nonfinancial wealth, Credit Suisse said.

This application, which will save consumers’ time
and efforts in looking for products they need, will
also protect them against delusory or fake sales.
The system can search for any consumer products
on sale, find out the percentage of such sales and
the validity of the products, and help customers to
reach the sale sites by accessing a GPS service.

https://www.argaam.com/en/article/articledetail/id/518
027

Saudi Arabia describes Jerusalem decision
as irresponsible and unjustified
7 December 2017

Saudi Arabia described the US decision to
recognize Jerusalem as Israel’s capital and move its
embassy there as inexplicable, irresponsible and
unjustified. The Kingdom warned earlier of the
dangerous consequences of a US decision to move
the embassy to Jerusalem. It added that this
position discredits Washington’s neutrality with
regards to the peace process. Saudi called on the
US administration to review its position and said
that this decision on is greatly biased against the
rights of the Palestinian people.
https://english.alarabiya.net/en/News/gulf/2017/12/07/
Saudi-Arabia-describes-US-decision-on-Jerusalem-asirresponsible-and-unjustified-.html

Online network offers 4 million products
for sale in Saudi Arabia
7 December 2017

More than 4 million products are being advertised
through a network of 1,165 licensed online
agencies, which has already attracted 500,000
users in the Kingdom up to Sunday, the Ministry of
Commerce and Investment (MCI) announced this
week.
The Sale online application can be accessed
through Apple Store, as well as Google Play or
through the website, sales.sa. The MCI database,
through the application, will display the licensed
online agencies together with their products, their

68

The scheme has been developed and operated by
Thiqa Business Services Co., under the supervision
of the MCI. Under the program, the products
offered for sale include clothes, children’s
accessories, perfumes, sport items, footwear,
household appliances, cosmetics, watches, jewelry,
furniture, home tools and equipment, cleaning
supplies, bags, health care and personal care items
and household glass items such as dinner sets,
coffee sets, cutlery and crockery.
Two weeks ago, the MCI and the Capital Market
Authority (CMA), together with the Saudi Arabian
Monetary Agency (SAMA), warned the business
community against dealing with suspicious
websites, calling for investment and trading in
securities.
Issuing a stern warning against suspicious websites
or individuals who call for investment and trading
in securities, the MCI advised customers to be
careful of such activities by unscrupulous sources.
Lists of persons and institutions licensed to
practise such trade activities can be found on the
SAMA and the CMA websites.
http://www.arabnews.com/node/1205076/saudi-arabia

Reopening of SABIC office in Iraq to
benefit both sides: Experts
7 December 2017

Petrochemical giant Saudi Basic Industries
Corporation (SABIC) announced the reopening of
its office in Iraq during the 7th Basra Oil and Gas
Conference and Exhibition in the Iraqi city of Basra,
which started on Tuesday.
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SABIC participated in the event as part of a wider
public and private sector delegation from Saudi
Arabia, under the aegis of the Saudi Export
Development Authority (SEDA). SABIC also seeks
to explore opportunities available in the important
Iraqi market.
Economic analyst and former Shoura Council
member Usamah Kurdi told Arab News that SABIC
re-opening its office in Iraq is a major
development in the Saudi-Iraqi relations. “I am
delighted to know that Saudi investments will be
made in Iraq, which would yield lucrative benefits
for the two parties,” he said.
“Taking Iraq into the fold of the Arab region will
also help fortify unity of the Arab world and also
protect it from the undue intervention of Iran. Iraq
is part of the Arab world,” he stressed.
Saudi Energy Minister Khalid Al-Falih made the
announcement following the inauguration of the
oil and gas conference. He also witnessed the
signing of 18 memorandums of understanding
(MoU) between Saudi and Iraqi companies in the
fields of energy, with his counterpart, Iraqi Oil
Minister Jabbar Al-Luaibi.
Al-Falih said that SABIC is in the final stages of
reopening its office in Iraq.
Musad Al-Zayani, a Dubai-based Saudi journalist
who is an expert on the petrochemical industry,
told Arab News that this move would boost the
economy of Iraq, which needs a push. He said
SABIC would be able to supply the needed raw
materials to Iraq for its petrochemical industry. The
SEDA seeks to promote trade between Saudi
Arabia and Iraq and encourages Saudi companies
to explore new opportunities to boost the
Kingdom’s non-oil exports.
In a statement to Arab News, Dr. Talaat Al-Dhafer,
SABIC vice president, KSA, Middle East and Africa
region, who led the SABIC delegation, expressed
his happiness over the company’s participation.
He said that SABIC was committed to contributing
to the Kingdom’s efforts to diversify its economy.
http://www.arabnews.com/node/1205101/saudi-arabia
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No VAT on loans, ATM services, says Saudi
tax authority
7 December 2017

The General Authority of Zakat and Tax (GAZT) on
Wednesday confirmed that interest or lending fees
charged with an implicit margin for finance will be
exempt from value-added tax. The authority
clarified that interest or lending fees charged on
loans, credit cards, mortgages, finance leasing, hire
purchase products and transformations are all
exempted from the VAT.
Officials of GAZT shared this information during a
workshop held at its offices in Jeddah. A number
of media professionals and officials of the
authority attended the event.
Quashing rumors about ATM withdrawals, the
GAZT officials told the workshop that customers
will not be charged for withdrawing or transferring
money from their accounts using ATMs.
However, the 5-percent tax will be imposed on
banks’ administrative charges such as the issuance
of checkbooks, statements of accounts and safety
deposit boxes and the customer will have to bear
this expense.
Moreover, rental prices of residential properties,
life insurance contract and issue or transfer of a
debt security, equity security, or any other
transferable document recognizing an obligation
to pay a monetary amount to the bearer are also
exempt from the VAT.
According to VAT Project Manager Hmood AlHarbi, zero-rated taxable supplies include medical
products and equipment, exports outside GCC
region, international transport, the supply of gold,
silver and platinum investments, and services
provided to non-residents like tourists and
pilgrims.
“The value-added taxes that tourists or pilgrims
pay will be refunded, laws for that are there in the
executive regulations of the VAT, and they will be
soon applied. We hope that the necessary
regulatory structure will soon be ready, but we
cannot give specific timing yet,” said Al-Harbi.
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Moreover, government services like issuance of
passports and driving licenses are also exempted
from the VAT.
http://www.arabnews.com/node/1205086/saudi-arabia

Outlook for GCC banks "stable", says
Moody's report
7 December 2017

Forecast is strongest in UAE, Saudi Arabia and
Kuwait, while Oman and Bahrain are weaker due to
their fiscal position The outlook for GCC banks
remains stable, reflecting strong financial
fundamentals in the region’s largest banking
systems that provide resilience to profitability and
loan quality challenged posed by slower
economies, according to a new report from
Moody’s Investors Services.
The outlook for GCC banks remains stable,
reflecting strong financial fundamentals in the
region’s largest banking systems that provide
resilience to profitability and loan quality
challenged posed by slower economies, according
to a new report from Moody’s Investors Services.
In the report, Moody’s forecasts that real GDP
growth in the region will rise to approximately 2
percent in 2018, up from 0 percent in 2017, with
oil prices stabilising at between $50 and $60 a
barrel.
Although fiscal consolidation efforts are ongoing
in the region, a number of large-scale projects –
such as Dubai’s Expo 2020 and the Saudi National
Transformation Program – will support capital
spending and credit growth, which Moody’s
believes will expand by 5 percent in 2018.
Additionally, Moody’s noted that bank’s capital
levels will remain broadly stable and well above
the Basel III minimum regulatory requirements.
Couples with high loan-loss reserves, this provides
banks with the capacity to absorb losses. Tangible
Common Equity (TCE) rations will remain in the 11
to 16 percent range, while problem loan coverage
across the region remains high at 95 percent.
The strength of GCC banks, Moody’s notes, will be
low cost and stable deposit based funding,
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combined with elevated liquidity buffers. In 2017,
government’s injected liquidity from international
debt issuances, easing a long “funding squeeze”
which stemmed from low oil prices.
"The strong financial fundamentals in the Gulf
banking systems makes the industry more resilient
to lower profitability and weaker loan quality
issues," said Olivier Panis, a vice president and
senior credit officer at Moody's. "Nonetheless,
fiscal and geopolitical risks pose challenges in
Qatar, Oman and Bahrain."
In the UAE, Saudi Arabia and Kuwait – which
account for 75 percent of GCC banking assets, the
outlook remains stable. Oman and Bahrain,
however, are in a weaker position due to their fiscal
position, while Qatar’s diplomatic row with other
GCC members have put pressure on banks loan
quality.
The Moody’s report added that problem loans for
the region’s banks will edge higher in 2018,
following sluggish economic activity in 2017, while
banks remain vulnerable to high borrower and
sector loan concentrations, in addition to uneven
disclosure in the corporate sector.
Profitability will also decline slightly, as low credit
growth weights on interest income, fees and
commissions.
http://www.arabianbusiness.com/industries/bankingfinance/385085-outlook-for-gcc-banks-stable-saysmoodys-report

US ready to ship more gas to Middle East,
says Perry
7 December 2017

US natural gas exports could find buyers in the oilrich Gulf as countries there look to meet surging
demand. Growing US exports of liquefied natural
gas could be an additional source of gas supply to
the region, US Secretary of Energy Rick Perry and
UAE Energy Minister Suhail Al Mazrouei said at a
news conference in Abu Dhabi.
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Jordan, the UAE and Egypt have been buyers of
LNG from the Sabine Pass complex in the US the
past two years, according to Bloomberg vessel
tracking, IHS Markit and Genscape.
“We want to be in the mix of LNG suppliers for the
Mideast,” Perry said at the news conference.
“Creating
a
relationship,
having
these
conversations is good, it gives the UAE some
options.”
The US offered gas to Saudi Arabia, he said.
Gulf oil producers like Saudi Arabia and the UAE
rely on gas to power their industries, run
household air conditioning units and support
petrochemicals production. While the Gulf is rich
in crude oil, its gas resources are concentrated in
just a few countries. Qatar and Iran share the
world’s biggest gas deposit, located in the Arabian
Gulf.
US Flush
The US, flush with supply of gas and oil from
cracking open shale deposits, has one LNG export
facility and is working to bring others on line. The
US and Australia, also developing an LNG export
market, could rival Qatar as the world’s biggest
supplier if they complete all their projects.
The possibility of more shipments from the US
comes as the UAE and Saudi Arabia are leading a
trade ban against Qatar, currently the world’s LNG
producer.
US suppliers and UAE buyers have held talks about
trading more of the fuel, Mazrouei said in an
interview in Abu Dhabi. Electricity use in the region
is rising about 6 percent a year, requiring increased
supplies of gas, he said.
“It’s an open market and we welcome all of the
companies from the US to come and explore this
market," Mazrouei said.
Even as more imports become available, the UAE
wants to wean itself off foreign gas. The country’s
contract for supply of natural gas from Qatar
through the Dolphin Energy Ltd. pipeline expires
in 2032.
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“We can achieve self-sufficiency by 2030,”
Mazrouei said. That can occur as more renewable
energy projects come on stream, he said.
The US and UAE agreed to expand cooperation in
development, trade in oil, gas, coal, LNG, and
technologies related to carbon capture, use and
storage during meetings this week. Perry also
discussed civilian nuclear projects with the UAE
and Saudi Arabia.
http://www.arabianbusiness.com/industries/energy/385
074-us-ready-to-ship-more-gas-to-middle-east-saysperry

Saudi Aramco awards offshore security
contract to General Dynamics
7 December 2017

Saudi Aramco has awarded an offshore security
contract to the local subsidiary of US-based
General Dynamics, Reuters reported on
Wednesday. The value of the deal was not
specified.
Industry sources told the agency in July that the
contract involves installing “long-range integrated
security systems at nine offshore sites in the
Gulf”. General Dynamics will be working with
Saudi Binladin Group on the project. Other
bidders for the contract were US-based Raytheon
Co, Germany’s Rheinmetall AG, and Leonardo’s
Selex ES Saudi Arabia. Saudi Aramco has been
signing deals with foreign firms that have
established local manufacturing operations, as
part of its In-Kingdom Total Value-Add program
(IKTVA).
Under IKTVA, Aramco aims to double the
percentage of locally-produced energy-related
goods and services to 70 percent by 2021, and to
export 30 percent of energy goods and services
produced in the Kingdom over the same time
frame.
https://www.argaam.com/en/article/articledetail/id/518
247
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Al-Falih to inaugurate Russia’s new LNG
project
7 December 2017

Saudi energy minister Khalid Al-Falih will travel to
Russia for the opening of the Yamal liquefied
natural gas (LNG) project, Russian energy minister
Alexander Novak said on Wednesday, cited by
Reuters. The two ministers will visit the new LNG
project this week. The Yamal LNG project,
managed by Russia’s largest private sector natural
gas producer NOVATEK, is expected to produce
about 17.5 million tons annually.
In July, Novak said that cooperation with Saudi
Arabia in the field of energy is very important and
would deepen if Riyadh accepted an offer to
participate in a gas project in Russia's Arctic
region. Commenting on the recent agreement
between OPEC and non-member oil producers to
extend their ongoing supply cut pact, Novak said
it was too early to talk about a possible exit, and
any withdrawal from the deal must be gradual.
The process of exiting the agreement may last for
three to six months, and depends on the recovery
of the global oil market and the demand for crude,
the Russian minister said during his visit to Iraq.
OPEC and other major oil producers, led by Russia,
last week agreed to extend an agreement cutting
their total oil output by 1.8 million barrels per day
until the end of next year.
https://www.argaam.com/en/article/articledetail/id/518
255

Saudi Arabia to set up agricultural firm to
manage investments

9 December 2017

company’s capital and obtaining
approvals, the counsel said.

regulatory

https://www.argaam.com/en/article/articledetail/id/518
244

GCC banks’ outlook stable in 2018:
Moody’s
7 December 2017
Moody’s says its 2018 outlook for GCC banks is
stable overall, reflecting strong financial
fundamentals, particularly in the largest banking
systems, that provide resilience to profitability and
loan quality challenges from slower economies.
Fiscal and geopolitical risks pose challenges,
however, continue to pose challenges for various
countries.
"The strong financial fundamentals in the Gulf
banking systems makes the industry more resilient
to lower profitability and weaker loan quality
issues," said Olivier Panis, a Vice President and
Senior Credit Officer at Moody's. "Nonetheless,
fiscal and geopolitical risks pose challenges in
Qatar,
Oman
and
Bahrain."
Moody's forecast that real GDP growth in the
region will pick up slightly to around 2% in 2018
from 0% in 2017, as oil prices stabilize between $50
and
$60
a
barrel.
Although fiscal consolidation efforts in the region
will persist, key regional infrastructure projects,
such as UAE Expo 2020, World Cup Qatar 2022 and
the Saudi National Transformation Program will
support capital spending and credit growth which
should
expand
by
5%
in
2018.
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Saudi Arabia's Ministry of Environment, Water and
Agriculture plans to set up a state-owned
company to provide agricultural services within six
months, Al Eqtisadiah newspaper reported, citing
the ministry’s counsel for agricultural affairs
Ahmed Al-Eyada. The new company will also work
on investing and renting state-owned land and
properties, Al-Eyada added.The ministry is
currently in the process of determining the
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Tangible Common Equity (TCE) ratios will remain
broadly in the 11%-16% range and problem loan
coverage, at around 95%+ across the region, is
high.
Individually, in the UAE, Saudi Arabia and Kuwait,
which account for around 75% of GCC banking
assets,
the
outlook
is
stable.
However, Bahrain and Oman are more weakly
positioned in respect to their fiscal position.

STRATEGIC INSIGHT NEWS

In Qatar, a diplomatic row with several other GCC
members has severely impacted trade and
tourism, putting pressure on banks' loan quality.
Problems loans for the region's banks will edge
higher in 2018 following sluggish economic
activity in 2017, and banks remain vulnerable to
high borrower and sector loan concentrations, as
well as uneven disclosure in the corporate sector.
Profitability will also decline slightly, albeit from
high levels, as low credit growth will weigh on
interest income and on fees and commissions.
Loan performance will remain solid overall.
Nonperforming loans (NPLs) will edge higher in a
context of sluggish economic activity and hover
between 3%-4%. Sectors sensitive to fiscal
consolidation such as contracting, construction,
real estate, retail and SME will bear the brunt.
Concentrations of loans to single borrowers and
sectors expose banks to unexpected shocks.
However, the introduction of credit bureaus and
the use of forward-looking credit management
tools in line with new IFRS 9 accounting standards
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will further improve banks’ risk controls and strong
provisioning
coverage
levels.
Capital cushions will remain strong (TCE* 11%16%), providing resilient risk buffers in our stress
test.
Profitability will decline from high levels. Low
credit growth will weigh on interest income and on
fees and commissions, and provisioning charges
will increase. The banks have generally adapted
their cost structure to a lower growth environment,
and rising yields on loans will partly offset
increasing funding costs as the US dollar-pegged
GCC economies follow US Federal Reserve
interest-rate
hikes.
Bank funding is anchored by low-cost and stable
deposits, a credit strength. A lengthy funding
squeeze, stemming from low oil prices, eased in
2017 after governments injected liquidity from
international debt issuances. However, privatesector deposit growth remains low and the banks’
heightened dependence on public-sector deposits
increases their vulnerability to deposit volatility.

STRATEGIC INSIGHT NEWS

Recourse to confidence-sensitive market funding
will remain low at around 13% of total assets, but
some countries (Bahrain, Qatar) are heavily
exposed to confidence-sensitive foreign liabilities.
Liquidity buffers will remain high. Liquid assets are
20%-30% of total assets and the vast majority of
banks are compliant with Basel III Liquidity
Coverage
Ratio
requirements.
Government support willingness remains high, but
capacity is facing pressure in countries facing
higher fiscal pressures, which could lead
governments to become more selective in their
support for banks, the report noted.
http://saudigazette.com.sa/article/523616/BUSINESS/G
CC-banks-outlook-stable-in-2018-Moodys
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