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SAUDI ARABIA TO JOIN CHINESE ‘BELT AND
ROAD INITIATIVE’, INDIA WORRIED
STRATEGIC
ANALYSIS

Saudi Arabia’s ongoing investment spree in Asia,
targeting not only increased yield and revenues on
its projects in China, India, Malaysia and Indonesia,
also will have a geopolitical link, as is shown in the
ongoing discussions between Riyadh and Chinese
leadership. The latter has now indicated that Saudi
Arabia and China could work together and link
Saudi Vision 2030 and China’s “One Belt One Road
Initiative” for the benefit of both countries.
This message was given by Chinese Ambassador Li
Huaxin in Riyadh, who also stated that a linkage
between the Chinese initiative and Saudi Vision
2030 will increase not only the impact of the two
domestically but also will generate additional
economic leverage for others. Huaxin indicated
that bilateral discussions on all government levels
are currently being held.
Analysts are largely positive about a possible link
between the two national initiatives. As Saudi
Vision 2030 aims to diversify revenue sources and
develop a knowledge-based economy, the
Chinese want to create a Chinese-led economic
corridor spanning a vast part of the world. Full
scale cooperation between the parties involved is
necessary to get additional positive effects.
The Chinese are holding a ‘Belt and Road Forum’
at present in Beijing, where 20 countries have been
invited for. Saudi Arabia is attending, minister of
energy Khalid Al Falih has travelled to China, as
King Salman already visited in March. Beijing has
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promised to implement a multibillion investment
program, in which it will invest several billions of
dollars in each of the participants. Beijing also has
indicated to be very interested in bilateral technical
programs, in which Chinese technology
capabilities will become available for others.
For Saudi Arabia, the Chinese strategy is very
attractive as it not only will open up technical
knowledge and capabilities needed to support
Saudi Vision 2030 but also increase FDI into the
Kingdom. Since last year China and Saudi Arabia
have increased their bilateral cooperation, based
on energy and geopolitical interests. As indicated
in Saudi Vision 2030, the Kingdom wants to
become a real thoroughfare for trade between
Europe/Africa and the Asian Tigers. Beijing’s ‘Belt
and Road’ initiative fits perfectly.
At least for the moment, some say. The growing
love between Beijing and Riyadh is worrying others
increasingly. Saudi Arabia’s other main Asian
economic connection, India, has become very
worried about the aggressive economic (and
military) stand of China in the Middle East. Delhi
already has voiced its own opposition at the ChinaPakistan Economic Corridor, a Belt and Road
project aimed at linking northwestern China to the
Arabian Sea. Official complaints are currently
being linked to the fact that one of the key Belt
and Road projects passes through the area of
dispute, Kashmir. Delhi refuses any support for a
project threatening its sovereignty. China and
India are at loggerheads regarding several other
issues too, as Beijing a big supporter of Pakistan. A
possible economic-military encirclement by China
via its new initiative is not looked upon positively.
Delhi is also worried that China will be able to ween
Saudi Arabia, and others, out of the close
relationship GCC countries have with India.
Chinese power projections in Saudi Arabia or the
Arabian Gulf region are a nightmare scenario for
India. A full participation by Saudi Arabia in the
‘Belt and Road’ initiative could have negative
repercussions of the strong economic-military ties
between India and the Kingdom in future. Delhi’s
energy supply and investments could be
threatened.
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SAUDI FOREIGN DIVESTMENT
COUNTERED BY HIGHER OIL PRICES
The Kingdom’s financial situation has improved
significantly. Saudi ministry of finance data shows
that higher oil prices have countered a further
drawdown of foreign assets. Saudi Arabia’s budget
deficit has decreased by 71% in Q1 2017. Since
mid-2014, when oil prices crashed, government
deficits increased to a point that international
financial analysts warned that the Kingdom could
be forfeiting on its debt payments soon. The latter
has not happened, but Riyadh was forced to
liquidate assets held abroad by the central bank to
pay its bills.
Official figures show that net foreign assets, which
peaked at $737 billion in August 2014, at present
have shrunk to $501 billion (March 2017). These
figures resulted in increased pressure on the
global financial markets, as the long-term ability of
Riyadh to manage its finances was put under
pressure. However, the latest figures are showing
a steep increase in revenues of the Kingdom. The
deficit in Q1 2017 has been fully financed by
current deposits at the Central Bank, instead of
selling of foreign assets. The main underlying
reason for this immense turn-around has been an
increase of global oil prices, which has been
between $50-55 per barrel in Q1. The latter is
almost double the price of crude oil in January
2016. Hindi Al Sohimi, deputy minister of finance
stated that no debt instruments have been used.
At the same time, the government also has not
made any withdrawals from the state reserves at
the Saudi Arabian Monetary Agency (SAMA).
The ministry of finance report shows that overall
revenues in Q1 2017 have been 144 billion riyals,
which is an increase of 72 percent over the same
quarter last year, while the deficit narrowed 71
percent to 26 billion riyals. Even that the first signs
have been put on green, optimism should be
slightly tempered. Mohammed Al Jadaan, minister
of finance, reiterated that the Q1 figures were very
encouraging, but similar results for the rest of the
year are not to be expected yet.
The oil based recovery has been very steep. Figures
show that oil revenues in Q1 have been around
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112 billion riyals, in comparison to 52 billion riyals
last year. The results of the non-oil sectors are
much less, even that there has been a 1 percent
growth reported. Q1 showed also that expenses
decreased by 3 percent to 170 billion riyals, which
included a 5 percent drop in the compensation of
state employees. This could be changed again, as
King Salman has increased the last weeks by royal
decree salaries and subsidies again.
The coming quarters will be interesting, but most
international attention will be given to figures on
Q4 2017. At that time, Saudi’s Public Investment
Fund will show revenues, based on the fact that
companies in which it holds investments post
dividends. The latter sovereign wealth fund is one
of the main benefactors also in 2018 of the Aramco
IPO and other divestments to be made by the
Kingdom.
Even without increased oil revenues, the Kingdom
has been able to change its financial position
internationally. Riyadh has been very successful in
tapping international financial markets by issuing
several multibillion bonds. In 2016 it has issued a
debut $17.5 billion sovereign international bond
and a $9 billion sukuk issue last month. The latter
has been supporting the Kingdom’s position
globally, as it shows financials are still improving.
Still, the Saudi Central Bank indicated that Saudi
Arabia's net foreign assets have continued to fall,
shrinking 102.3 billion riyals in the first quarter.
The latter however has been caused by increased
private sector activity, as Saudi banks and
companies exchanged riyals to settle overseas
obligations.
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ARAMCO TRANSPARENCY 2.0 ENOUGH FOR
LONDON LISTING?
The listing of Aramco on the London Stock
Exchange seems to be one step closer. Media
sources report that the LSE is currently luring
Saudi’s national oil company by setting up a new
type of listing structure that entails Aramco not
have to comply to the most onerous corporate
governance requirements of a primary listing. This
new structure is mainly set up not to have Aramco
listed as a second class entity. The UK’s financial
sector, currently under extreme pressure due to
the expected negative fall-out of the Brexit
discussions with Brussels, is pulling out all the
stops to entice Aramco to part of its 5% stake on
the LSE.
The Aramco listing has encountered lately
increased opposition or criticism due to a lack of
corporate governance and valuation. An increased
amount of analysts has become very skeptical
about the possible value of Aramco. Saudi
officials, especially Saudi’s deputy crown prince
Mohammed Bin Salman have put Aramco’s value
at around $2 trillion, while the market is more
inclined to put at around $800 million to $1 trillion.
This financial discussion is putting pressure on all
parties involved, as the Kingdom will be vying to
reach a valuation of $2 trillion. Saudi Arabia’s
Vision 2030 depends on the success of the Aramco
IPO in general. Mohammed Bin Salman has already
reiterated that half of the IPO revenues will be
invested in the local economy. The remaining will
be used to be active abroad, all in the hands of the
new sovereign wealth fund giant Public Investment
Fund (PIF). A listing on the LSE, especially if the
NYSE listing could be blocked due to ongoing
legal claims, is a necessity. Access to European
financial markets would increase the possibility of
a successful outcome substantially.
British based fund managers and investors
however have become very critical lately. Some
even have openly stated that it is not sure they will
be participating in the much awaited Aramco IPO.
Main criticism is focused on the low influence that
investors are expecting as well as the ongoing
discussion on corporate transparency. Main points
still to be clarified are the real value of Saudi
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Aramco’s oil (and gas) reserves, as data provided
is still below expected levels, while at the same
time the board structure and very small portion
(5%) of the listed company, are also points of
worry.
For Saudi Aramco these issues are of immense
concern. The company would like to counter all the
existing worries or criticism, but is partly
constrained due to the fact that it is still a national
oil. The latter means that its major shareholder is
still the Saudi State. For investors it will be always
an issue of concern as geopolitical or internal
domestic issues will be playing a part in the overall
strategy of the company. Even after the IPO, Saudi
Aramco cannot be seen as a different entity as long
as the future of the Kingdom depends on its
revenues and operations. International investors
will need to cope with these intricate politicaleconomic relationships in and around the partly
privatized company.
International investors are also increasingly
accountable for all their investments and actions.
International pension funds and insurance
companies demand more and more governance of
their advisors or investment managers. If investing
in Saudi Aramco, these investors will demand a
high level of transparency, which at present is not
given by Aramco. For major pension funds, such
as ABP Netherlands or Norway’s Petroleum Fund,
this could be a no-go area.
Aramco also will need to deal with the fact that it
wants to get a premium listing on the stock
exchanges it wants to be listed. For the LSE
premium listing, a major demand is to float at least
25 percent of its equity. If this is not the case, as
now presented by Aramco, only a standard listing
is being offered. The latter means less-strict
governance rules (which would it bring into
conflict with the demands of high profile investors
or pension funds) but also mean that it will not be
eligible for inclusion in the FTSE index. No FTSE
index inclusion means a lower attraction level for
investors in general.
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ARE THE SAUDIS PREPARING A BULLISH
SURPRISE THIS OPEC MEETING?
Global oil markets are still not stabilized. After a
week of price shocks, in which analysts have
suggested that crude prices could be hitting the
$40 per barrel mark soon, prices are up again.
Analysts are still not able to predict markets, with
exception of Tanker Trackers or ClipperData. The
media continues to hit on OPEC, questioning its
overall power. A bearish sentiment rules the sector
while traders seem to not be paying any attention
to global developments, such as the growing
willingness of OPEC and non-OPEC producers to
extend the production cuts. The geopolitical risk
premium (after the missile attack on Syria) seems
to be absent in the majority of the analyses,
something which is totally out of order when
looking at the current geopolitical situation in the
MENA region or North-East Asia.
By painting a bearish environment, which is not
based on facts but rather on the already very
questionable gut-feelings of the financial sectors,
bulls have been put in a corner or are hiding
behind closed doors. This could be changing very
quickly, as fundamentals are stabilizing, and
geopolitical risks increase. Trump’s erratic
behavior, combined with Putin’s power projections
or North-Korea’s warmongering, should be
enough to put a risk premium on crude oil and gas
(LNG) than currently is the case. The heating up of
the Saudi-Iranian conflict also seems to reach its
zenith.
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Still, the market is watching OPEC’s struggling
production cut impact on the market, based on
historically high storage volumes in the U.S. and
other OECD countries. It looks as if all analysts
have become Calvinists, “The Glass is always half
empty”. Reality shows that we have come from a
much more detrimental situation, where the glass
was almost empty, now the adagio should be “The
Glass is half Full”.
Even that OPEC’s optimism, as presented by Saudi
Minister of Energy Khalid Al-Falih at Davos in late
January, when he stated that the OPEC production
cut agreement as working so well cuts could be
phased out in June, has not yet materialized fully,
the green sprouts (of the impact of the agreement)
have already grown into a young tree. Yes, U.S.
shale oil has partly shredded a possible OPEC cut
phase out, but so far, this has not resulted in higher
(floating) storage volumes worldwide. This week’s
EIA report surprised the market, as the latter
reported a much higher than expected stock draw
of U.S. storage volumes than expected. On 10 May
the EIA said U.S. inventories fell by 5.2 million
barrels last week vs. the 1.8-million-barrel decline
analysts expected. Crude oil prices veered back
again.
Market sentiment (especially among hedge funds)
remains negative, even after crude prices rose and
stocks drew lower. Bloomberg reported that OPEC
should be digging in for a long war of attrition
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against shale. The latter could be partly true, if U.S.
shale operators and investors are able to counter
increased drilling rig costs, higher material costs
and a strong need for continuing investments. The
count on this is however still out, as reports are
emerging about price pressure.

An attrition war, which will be costly for both sides,
could be in the offing. OPEC and major non-OPEC
producers, such as Russia, should be bracing
themselves for a continuation of the current
production cut strategy for a pro-longed period of
time, for sure into 2018. There has however been a
major change in risks for both sides. When Saudi
Arabia started its “War on Shale”, the Kingdom did
not expect the costs be as high, but reality has hit
them hard. After several years of struggling,
Riyadh and a majority of OPEC members have
understood that times have changed permanently.
The oil market has become really global; shale has
pushed the U.S. back into the lead. A war of
attrition the coming years will not be impacting
Saudi Arabia as much as it did two years ago.
Structural changes in spending patterns of the
Arab governments and drive for economic
diversification has made countries such as Saudi
Arabia and the UAE, more resilient to crude oil
price pressure. At present, the Kingdom and its
Gulf counterparts are more-able to keep pressure
on shale oil than ever before. The last financial
reports on Saudi Arabia, UAE and Kuwait are
showing much lower budget deficits already.
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The main risk for non-U.S. producers (OPECRussia) is not production volumes, but the role of
financial institutions. As was the case in 2014, shale
oil producers have been hedging heavily for 20172018, or even 2019. The latter will give U.S. shale
oil enough breathing space to continue the current
surge no matter what other oil producers will do.
The real confrontation between OPEC (and Russia)
and shale is expected to be in 2018. Costs could be
high; it seems now a question of “who will blink
first”.
In the meantime, the production cut agreement
extension is gaining ground. OPEC and Russia have
openly discussed a potential production cut
extension. Other Non-OPEC producers, such as
Turkmenistan and Azerbaijan have also expressed
support for an extension. Around 1.8 million bpd
will be removed from the market, making enough
room on the market to counter the expected 1
million bpd of additional shale oil from the U.S.,
combined with possible additional volumes from
Canada and Brazil, there is still a drawdown of
stocks in place. World oil demand growth for 2017
has been left unchanged by OPEC in its MOMR this
week at 1.27 million bpd.
The above mentioned bearish market picture
could change dramatically in the near-term.
OPEC’s 25 of May meeting is also surrounded by
some possible surprises. Saudi Arabia has been
very active lately to get other non-OPEC producers
to join the production cuts. A possible change of
approach by these parties could also be in the
offing. The current agreement is a production cut,
even if media always seem to look at it as if it was
an export cut. OPEC sources and analysts are
currently addressing the options of changes in the
deal that would turn it into an agreement that
includes also petroleum products and NGLs. The
latter could dramatically change the overall
picture, even for the U.S, markets, where OPEC
members have an ever growing say in downstream
operations.
At the same time, still not assessed fully by most,
geopolitical risks are increasing. The King Salman-
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Deputy Crown Prince Mohammed bin Salman –
Saudi Minister of Energy Khalid Al Falih power
triangle has been able to set up cooperation with
Washington. President Trump’s visit to Saudi
Arabia is not coincidental, there are several
reasons why Trump and King Salman will convene
during the OPEC meeting on the 25th. Three
reasons have been put forward already in the
press, multibillion arms deals, the Iran issue and
the Aramco IPO. Mohammed Bin Salman already
has openly stated that international arms deals
with the Kingdom will have very strict conditions
attached to it. The listing of the Aramco IPO on the
New York Stock Exchange is currently another
boon that Trump would like to get. Also here are
major strings attached. Taking a devil’s advocate
approach, trying to look into the mind of the
Deputy Crown Prince Mohamed bin-Salman, one
big string could be a link between the Aramco IPO
and arms deal on one side and a more pro-active
support of the Trump Administration for a U.S
participation in the OPEC-Russia production cut
agreement. The latter has already been called for
by Saudi Arabia several times.
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When looking at the Iranian issue, which could
have a major impact on oil prices and production,
the fact that Trump is visiting Saudi Arabia at the
same time that King Salman has called for a
meeting of the Islamic Military Alliance (IMAFT) is
not coincidental too. The U.S. president has been
even invited to attend, together with President Sisi
of Egypt, Turkish President Tayyip Erdogan and the
Pakistanis. A military strategy or action against Iran
could be in the offing, including U.S. military
support.
Taking these issues while assessing the global oil
market, a growing list of lights are on
green/orange indicating a possible price rally. It is
just a question of time (most probably just before
25th of May) that the first sprouts of a price
recovery will show. Trump’s statements and
actions could be the final push to see oil reach $60.
This VEROCY article is also featured on
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Iran is stepping up production at an oil
field it shares with Saudi Arabia

Saudi Aramco close to choosing partner
for project management JV

7 May 2017

7 May 2017

The Iranian Offshore Oil Company will increase
production at the Foroozan oil field, which Iran
shares with Saudi Arabia, by 12,000 barrels daily,
the company’s executive director told Iranian
media, adding that it will install two platforms at
the field soon. Iran has 11 percent of the field—
which Saudi Arabia calls Marjan—whose reserves
are estimated at 2.3 billion barrels. Besides it, Iran
and Saudi Arabia also share another two fields in
the Persian Gulf, Lulu and Dorra, respectively
Esfandiyar and Arash on the Iranian side.

Oil giant Saudi Aramco is close to selecting a
partner for a joint venture it plans to set up to
oversee
government-related
infrastructure
projects in Saudi Arabia, sources familiar with the
matter said. U.S.-based Jacobs Engineering is
believed to be the frontrunner to be partner in the
JV, while the Saudi sovereign wealth fund, the
Public Investment Fund (PIF), is also expected to be
involved, the sources told Reuters. They did not
wish to be identified because the information is
not yet public.

The ramp-up is part of Iran’s efforts to boost its
crude oil and natural gas production as soon as
possible, challenging the market shares of other
OPEC producers in the region, most notably Saudi
Arabia. Still, the country is cutting exports after it
cleared out what was in storage before economic
sanctions were removed and the market share
challenge may subside.

Aramco, which is preparing for what is expected to
be the biggest IPO in corporate history, is involved
in projects across sectors not just oil, and the new
company will provide project management
services on infrastructure and non-oil related
projects, according to the sources. Saudi Aramco,
Jacobs and the PIF all declined to comment.
An announcement on the joint venture is due to
be made on May 20, one of the sources said, which
would coincide with U.S. President Donald Trump's
planned visit to Saudi Arabia.

Iran’s crude oil exports in May are expected to
come in at 1.66 million bpd, and nearly 100,000
bpd will be put back into storage on tankers. For
April, Iran is seen exporting 1.8 million bpd of
crude oil and around 370,000 bpd of condensate.
This compares to exports of crude and condensate
combined of almost 2.9 million bpd in February,
which marked a six-year high, Reuters data show.
At the same time, Tehran has indicated that it is on
board with an extension of the production cut
agreement OPEC struck at the end of last year,
which exempted Iran from the cuts provided it
didn’t produce more than 3.8 million barrels of oil
daily.
http://www.businessinsider.com/iran-stepping-upproduction-at-an-oil-field-shared-with-saudi-arabia2017-5?international=true&r=US&IR=T

The Saudi government, whose revenues have been
hit by low oil prices, has been seeking to cut costs
on state infrastructure projects. In February it
appointed U.S.-based Bechtel Corp to set up and
run a new National Project Management
Organization (NPMO), known in Arabic as
Mashroat, tasked with reducing inefficiencies on
such projects.
Saudi Aramco's non-oil projects have included
building the Al-Jawhara football stadium in
Jeddah, managing floodwater drainage projects in
Jeddah and it is currently building an economic
city in Jizan in southern Saudi Arabia.
http://www.reuters.com/article/us-saudi-aramcoidUSKBN1881OF?rpc=401&
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Saudi
Aramco,
Petronas
expansions in Malaysia

consider

9 May 2017

Saudi Aramco and Malaysian state-owned
Petronas are considering building more
petrochemical plants to fully use raw materials
from their joint venture, Reuters reported, citing
Md Arif Mahmood, executive vice president and
CEO of downstream operations at Petronas. The
planned projects include chemicals and synthetic
rubber, Mahmood said, speaking at an industry
event.
Saudi Aramco inked an agreement in February this
year to invest $7 billion in the Malaysia-based
Refinery
and
Petrochemical
Integrated
Development (RAPID), boosting its downstream
operations ahead of a planned initial public
offering (IPO) next year. The deal would give
Aramco a 50 percent stake in RAPID’s refinery and
cracker project.
The naphtha cracker could produce about 600,000
tonnes of butadiene, which could be used to
produce elastomers or synthetic rubber, said
Abdulaziz Al Judaimi, senior vice president of
downstream at Saudi Aramco.
http://www.argaam.com/en/article/articledetail/id/4852
62

Record Saudi issuance supports strong
growth in sukuk market: Fitch
9 May 2017

Sukuk issuance in core Islamic finance markets will
grow at least as rapidly in 2017 as it did last year,
Fitch Ratings said in a report, noting that its
expectations were enforced by Saudi Arabia's
record $9 billion issue. “The heavily oversubscribed
Saudi sukuk suggests the main limitation on
growth is likely to be the relatively limited pool of
potential near-term issuers, rather than limited
demand,” Fitch said.
New sukuk issuance with a maturity over 18
months from the core Islamic finance markets –
including the Gulf Cooperation Council (GCC)
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region, Malaysia, Indonesia, Turkey and Pakistan –
totaled $24.1 billion in the first four months of the
year, an increase of 11 percent from the $21.7
billion issued in the entire first half of 2016.
The share of sukuk in the total issuance in these
markets has also risen to 37 percent so far this
year, from 30 percent in H1 2016.
“Sukuk issuance in the core markets is already 60
percent of the total for 2016, but we do not expect
any further issues this year to even approach the
size of Saudi Arabia's sukuk, and if the Saudi
authorities were to tap international markets again
this year, we believe it would probably be via a
bond,” Fitch said.
Issuance is expected to tail off after May, after the
start of Ramadan, it added, noting that it expects
more issuers to enter the market in the longer
term.
“More banks may use sukuk and bonds for reasons
including building capital buffers, diversifying their
funding sources and taking advantage of relatively
low funding costs. These trends will vary from
country to country,” it said.
Corporate issuance are also expected to increase
in core markets as structures become more
standardized and transparent following the
introduction and updating of sukuk laws in the
past few years, Fitch said.
http://www.argaam.com/en/article/articledetail/id/4852
29

GACA appoints Faisal Alsugair as chairman
of Saudi Civil Aviation Holding
9 May 2017

Saudi Arabia’s General Authority of Civil Aviation
(GACA) has restructured Saudi Civil Aviation
Holding Company’s (SAVC) board of directors and
appointed Faisal Alsugair as chairman for a threeyear term starting the first of May, Saudi Press
Agency (SPA) reported. GACA has appointed Saad
bin Abdulaziz AlKhalb as vice chairman, and
Hisham bin Abdulmalek Al Sheikh, Turki bin
Abdulaziz AlHugail, Ibrahim bin Abdullah Al-
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Jasser, Fahad bin Ahmed Abu Hameed, and Nazmy
Al-Nasr as members of the board.
Saudi Civil Aviation Holding Company, which is
fully owned by GACA, owns all the Saudi strategic
aviation units, as part of the privatization plan that
aims to enhance operational competency and
ensures financial independency of every unit.
http://www.argaam.com/en/article/articledetail/id/4852
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Saudi’s inclusion in MSCI’s emerging
markets index could signal large inflows
9 May 2017

The possible inclusion of Saudi Arabia’s bourse
(Tadawul) in equity index provider MSCI’s
emerging markets index this year would lead to
huge inflows, according to a research report.
MSCI’s announcement on Saudi’s probable
inclusion in the index will be made on June 18 as
part of its upcoming classification cycle. “The 2013
experience of UAE and Qatar shows that inflows
following the announcement could be large,” Bank
of America Merrill Lynch (BofA) said in a report.
“While in that case the announcement was a
surprise, the scope for flows in Saudi remains large.
The MSCI weight could be as high as 2-3 per cent
(and even higher including Aramco),” it added.The
Tadawul has been announcing a slew of reforms in
the last few years in a bid to open out its market
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to international institutional investors. The market
is also preparing for the listing of heavyweight
Saudi Aramco, expected to take place in 2018.
In January, the MSCI acknowledged the “positive
market reforms” undertaken by the Saudi Arabian
Capital Market Authority (CMA) and the Tadawul
and said they would make a “significant
contribution toward bringing the Saudi equity
market closer to emerging market accessibility
standards”.
The index provider confirmed that the there is a
possibility of Saudi being part of the watch list for
inclusion in the MSCI Emerging Markets Index.
Inclusion in the review list is “conditional on
receiving positive early feedback from market
participants on their experience of investing in
Saudi Arabian equities,” MSCI added.
“As part of the kingdom’s efforts to achieve
emerging markets status and demonstrate
genuine engagement with institutions, Tadawul
has conducted three roadshows to date in the US,
Europe and Asia with more than 250 participating
investors, which together represent at least $18.05
trillion in investable assets,” Khalid Abdullah Al
Hussan, CEO of Tadawul, said last month.
The Tadawul also provided an update of the capital
market reforms that it has undertaken to align the
market with international standards.
Many of the changes are set to go into effect by
the close of Q2 2017, it said. Some of them include
–
Enabling foreign participation in Saudi IPOs.
Through Saudi Arabia’s Qualified Foreign Investor
(QFI) programme, registered QFIs will be able to
participate in domestic IPOs.
Introduction of Nomu, a parallel equity market
for qualified investors that offers lighter listing
requirements and serves as an alternative platform
for companies to go public.
Adoption of new corporate governance rules
issued by the Saudi Capital Markets Authority
(CMA) in February. The rules will improve the
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rights of shareholders and board members and
provide greater clarity and more transparency
around
determining
commercial
strategic
planning, and roles, responsibilities and oversight
of corporate entities and third parties.
Adoption of the Global Industry Classification
Standard (GICS) in January which allows
comparability of corporates across markets and
easier analysis of sector performance.
Investor relations training for Tadawul’s 24
corporates with the most international
exposure and liquidity, to be conducted from
mid-April through mid-May. The programme aims
to enhance transparency and disclosure and
improve investor relations capabilities within Saudi
listed companies.
Amending the settlement cycle to T+2 for all
listed securities to increase the level of asset
safety for investors and to unify the settlement
duration for all types of listed securities across
most international markets. The changes went into
effect on April 23, 2017.
Since opening the markets to QFIs in June 2015
and introducing updates to the programme in
August 2016, Tadawul has registered a total of 56
international financial institutions.
“It is vitally important that Tadawul’s market
participants, both domestic and foreign, have
access to a transparent and exceptional trade
environment that conforms to the highest
international standards,” said Hussan.
“We have aggressively moved forward with a
number of initiatives to strengthen corporate
governance, improve investor relations capabilities
of Saudi corporates, and bring Saudi Arabia’s trade
settlement cycle into line with standard practice in
a number of developed markets,” he added.
http://gulfbusiness.com/saudis-inclusion-mscisemerging-markets-index-signal-large-inflows/

12

15 May 2017

Jeddah municipality denies bank talks for
transport funding
10 May 2017

Jeddah’s municipality has denied media reports
that it was in talks with banks for a multi-billion
dollar loan to finance the city’s public transport
network. No statement has been issued by the
municipality or Jeddah Metro Company, a
transport company owned by the government, in
this regard, the municipality said in a statement.
The municipality is currently completing the
regulatory procedures required for offering three
projects under the public-private partnership (PPP)
system. The new investments, which include a tram
line along Jeddah's northern corniche, a marine
taxi service and Abhar bridge, will support
Jeddah’s public transport project. Jeddah's
government was said earlier this week to be in
preliminary talks with banks to help secure funding
for a multi-billion dollar public transport network.
http://www.argaam.com/en/article/articledetail/id/4854
56

Saudi Arabia said to cut crude supplies to
Asian markets in June
10 May 2017

Saudi Arabia is likely to lower its oil supplies to Asia
by about 7 million barrels in June, Reuters
reported, citing an unnamed source. State-owned
Saudi Aramco is expected to cut exports by 1
million barrels each to Southeast Asia, China and
South Korea, a source with knowledge of June
nominations told the news agency. Supplies to
India will be reduced by a little more than 3 million
barrels, and Japan will see a cut of nearly 1 million
barrels, the source said. In total, the cuts are likely
to be equivalent to about 233,000 to 234,000
barrels per day (bpd).
Saudi Arabia has been reducing oil exports, along
with cutting production as part of the OPEC deal.
While Aramco lowered exports to Europe and the
US following the output deal, it has tried to
maintain supply to Asian consumers. The
reduction in Asian supplies comes as the
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Kingdom’s domestic demand for power is
expected to rise during the coming summer
months. A separate industry source, however, said
that the action in June does not mean that Saudi
Arabia would undertake further cuts to Asia in the
rest of 2017. Under to the output pact, OPEC and
major non-member exporters, including Russia,
had agreed to slash production by about 1.8
million bpd from January 1 until June 30. Saudi
Arabia took the biggest cut in its production, with
the country’s current output holding slightly below
10 million bpd.
http://www.argaam.com/en/article/articledetail/id/4854
44
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The Riyadh-based company is investing in mega
projects across ten different markets around the
world. It is planning to break into three new
markets in Africa and Central Asia. ACWA is still in
talks to set up two renewable energy plants and a
gas-fueled power plant in Egypt. It will also bid
over the next two months for new solar and wind
projects in the Kingdom, Abunayyan added.
http://www.argaam.com/en/article/articledetail/id/4854
27

Swicorp raises $40.5mln for Ewan Al-Maali
Realty Development Fund
10 May 2017

ACWA Power increased bond size to meet
demand: chairman
10 May 2017

ACWA Power International increased the size of its
bond issuance to $814 million from $600 million to
meet strong demand from foreign investors—
particularly from North America and Europe,
Chairman Mohammad Abunayyan told Argaam.
The fixed-rate coupon at 5.95 percent for the
international bonds maturing 2039 is a major
breakthrough for ACWA, Abunayyan added on the
sidelines of the company’s press conference. The
issuance was three times oversubscribed.
ACWA plans to use most of the proceeds in future
investments, as well as towards the privatization
programs of the Saline Water Conversion
Corporation (SWCC) and Saudi Electricity Co.
(SEC), and renewable energy projects. The
remaining proceeds will be used in repaying shortterm loans.
ACWA is in talks with the Public Investment
Fund (PIF) to increase its stake in the company
through its wholly owned subsidiary Sanabil
Investments, which currently holds a 12 percent of
the utility’s capital.
Answering a question about ACWA’s plans to list
shares in the Saudi market, Abunayyan said: “The
move is part of the company’s long-term plan,
however no decision has been yet taken on the
timing.”
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Swicorp, a leading CMA-regulated asset
management, private equity, and investment
banking firm with a specific regional focus on the
Middle East and North Africa (MENA) region, has
successfully raised SR152 million – including SR76
million in equity and SR76 million in a loan facility
from a local bank – for Ewan Al-Maali Real Estate
Development Fund.
The private Fund was established by Swicorp in
partnership with Retal Urban Development
Company (Retal), a fast-growing urban developer
in Saudi Arabia. Retal will develop and sell 76
luxury villas in Al-Khobar, Eastern Province, Saudi
Arabia. The project, which spans over a total area
of 35,024 sqm, is strategically located near the new
Al-Khobar Corniche and major universities,
shopping hubs and business centers. The villas are
of 3 different sizes and are characterized by
innovative architectural designs, high quality
materials and latest technology. Construction is
already well advanced and should be completed
by mid-2018.
Ewan Al-Maali Real Estate Development Fund
follows the successful launch by Swicorp and Retal
of two other development funds, Al-Dhawahi and
Al-Qayrawan.
https://www.zawya.com/mena/en/story/Swicorp_raises_
405mln_for_Ewan_AlMaali_Realty_Development_FundZAWYA20170510050117/
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Hyundai Heavy Signs MOU with Saudi
Arabia’s Bahri to Jointly Develop Smart
Ship
10 May 2017

Hyundai Heavy Industries Co. announced on May
8 that it has signed a memorandum of
understanding (MOU) on the 7th with Saudi
Arabia’s National Shipping Company Bahri on
establishing a partnership in the smart ship sector.
Under the latest MOU, the two companies will
jointly develop smart ship solutions and applying
them to ships owned by the Saudi Arabian
company. Bahri currently operates 37 very large
crude carriers (VLCCs), the greatest number in the
world.
Smart ship solution is a system that is applied to
maximize a ship’s operational efficiency by using
information and communication technology (ICT)
and big data. Hyundai Heavy Industries developed
the system in 2011 for the first time in the world.
Also, the system is considered one of leading
technologies in the fourth Industrial revolution,
being at the center of attention in the industry.
The smart ship technology helps ship owners
maintain optimum ship operations by remotely
checking fuel efficiency and gas emissions, and
also helps them save maintenance costs as it can
locate defects in various equipment and materials
in a ship in operation in real time. The smart ship
system has been applied to about 300 ships so far.
In particular, demand of smart ship systems is
expected to increase further as the International
Maritime Organization (IMO) has decided to
introduce e-navigation, which digitalizes ship
operation management systems, from 2019.
Hyundai Global Service that was spun off from
Hyundai Heavy Industries in December last year
will lead the development of smart ship
technology. The company, which provides services
ranging from ship systems to engines and other
electronic units, will jointly develop the technology
that will allow ship owners remotely monitor and
control a ship’s machinery status, such as of
engines and generators, and informs repair status
and period in advance with Bahri.
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Bahri has placed an order with Hyundai Heavy
Industries for a total of 34 ships, including 10
VLCCs with Hyundai Samho Heavy Industries in
2015. The two companies have also shared a close
relationship with the joint development, including
construction and operation, of a ship yard in Saudi
Arabia with Saudi Arabia’s state-run oil company
Aramco.
http://www.businesskorea.co.kr/english/news/industry/1
8027-smart-ship-technology-hyundai-heavy-signsmou-saudi-arabia%E2%80%99s-bahri-jointly

Saudi may issue $10 bln in bonds in Q4,
says Al Tuwaijri
10 May 2017

The Saudi finance ministry may tap the
international bonds market in the fourth quarter
this year with about $10 billion in bonds, vice
minister of economy and planning Mohammed Al
Tuwaijri told Bloomberg. The exact issuance size
will depend on market conditions and investor
appetite, Al Tuwaijri said. The Saudi government
still plans to raise about SAR 70 billion this year to
plug up its budget deficit. "We believe actually the
banks are pretty liquid nowadays and their ability
to invest in government bonds is good," he said.
The government surveyed the market and
determined 16 appropriate targets that are prime
for privatization. They also pinpointed more than
100 public-private partnership opportunities, he
said. Four "low hanging fruits" will start the
privatization process potentially this year,
including
the
Saline
Water
Conversion
Corporation, a power generation company under
Saudi Electricity Co., the grain silos organization,
and sports clubs. The government is "very
committed" to mega projects to help it meet Saudi
Vision 2030 objectives, such as Jeddah’s new
airport and Riyadh’s metro system, Al Tuwaijri
added.
http://www.argaam.com/en/article/articledetail/id/4855
26

STRATEGIC INSIGHT NEWS

Saudi Arabia's Al Tuwaijri Talks Bonds,
Budget and Big Spending
10 May 2017

Saudi Arabia’s vice minister of economy and
planning, Mohammed Al Tuwaijri, spoke to
Bloomberg News about the government’s
borrowing plans, infrastructure spending and how
the kingdom still intends to balance its budget by
2020. Here are the key points from Al Tuwaijri, who
is also the head of the finance committee at Saudi
Arabia’s powerful Council of Economic and
Development Affairs, known as CEDA.

Upcoming Bond Sales:
Asked when the kingdom will sell international
bonds again, Al Tuwaijri said that the finance
ministry’s debt management office may decide to
tap the market in the fourth quarter this year. The
size of the issuance will depend on market
conditions and investor appetite but could
potentially be as much as $10 billion, he said.
When Saudi Arabia sold its first dollardenominated sukuk in April, it planned to raise
only $5 billion. The sale raised $9 billion because is
had an "oversubscribed book with a lot of strategic
investors who wanted more," he said.
Domestically, the government still plans to raise
about 70 billion riyals this year. "We believe
actually the banks are pretty liquid nowadays and
their ability to invest in government bonds is
good," he said.

Balancing the Budget:
"We are still comfortable and committed to
balancing the budget in 2020," Al Tuwaijri said. The
fiscal scenario shared during last year’s budget
announcement was based on executing "a good
percentage" of the government’s reform plans
"with oil stabilizing at current levels," he said.
Last year, when the government was discussing
ways it could save money, state employee
allowances and benefits were identified as "one of
the top 10 items that we can switch off," he said.
Those cuts were reversed last month after the
government found "a good rationalization that we
should give it back to the market," Al Tuwaijri said.
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The return of the allowances won’t affect the
government’s plan to balance its budget. He said
the reversal could potentially be financed through
local bond sales.

Four Privatizations to Start With:
The government surveyed the market to identify
suitable targets and made a list of 16 entities that
are prime for privatization, along with more than
100 public-private partnership opportunities.
Four "low hanging fruits" will start the privatization
process potentially this year: the Saline Water
Conversion Corporation, a power generation
company under Saudi Electricity Co., grain silos
and sports clubs.
"These are in a very, very advanced stage, not only
financial advisers hired, but we have appetite
secured," Al Tuwaijri said. The size of the
desalination privatization and the power
generation company are each "in the billions of
dollars," he said.
Eventually, four power generation companies
under Saudi Electricity Co. will be sold. "We’re
selling one this year and then every year also we’ll
sell another one," Al Tuwaijri said. The timing will
ultimately depend on factors like market appetite.
Spending on Infrastructure:
The government is "very committed" to mega
projects that would help achieve the objectives of
Vision 2030, its blueprint for life after oil,
particularly infrastructure projects. He cited
Jeddah’s new airport and Riyadh’s metro system,
under construction, as examples.

Balancing Subsidy Cuts with Cash Payouts:
The Citizen’s Account, a cash payout program to
compensate low and middle income Saudis for
subsidy cuts and other austerity measures, is on
schedule to start payments in July.
More than 11 million have applied for support.
How many are eligible to receive it is still under
discussion, Al Tuwaijri said.
"The direction we’re getting" from Deputy Crown
Prince Mohammed bin Salman "is to be as
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generous as possible and cover as much as
possible," Al Tuwaijri said.

comprised a SR2.5bn tranche which signed in
December 2015 with local lenders National
Commercial Bank and Samba Financial Group.

"That comes with a price," he said, explaining that
the government is still assessing "how much of the
subsidies or the lifting of the subsidies we’ll be
getting" as a result, "and what percentage the
government is willing to balance."

https://www.zawya.com/mena/en/story/Saudi_Electricity
_in_market_for_1bln_loan-TR20170511nL8N1ID5TWX2/

https://www.bloomberg.com/news/articles/2017-0510/saudi-arabia-s-al-tuwaijri-talks-bonds-budget-andbig-spending

Saudi Electricity in market for $1bln loan
11 May 2017

Saudi Electricity Company (SEC) is in the market for
a US$1bn syndicated loan, banking sources close
said. The company has sent out a request for
proposals for a five-year bullet loan, one of the
sources said.
SEC had initially considered the bond market but
decided to tap the loan market instead after
bankers decided that changes to the electricity
sector as part of Saudi's national transformation
program, called Saudi Arabia's Vision 2030, which
is aimed at diversifying Saudi's economy away
from pure oil dependency might make it too hard
to sell to bond investors.
"Saudi Arabia's national transformation program is
going to mean a lot of changes for the electricity
sector," another banker said. "If the conversation
with investors is that the credit profile is this today,
but might be something else tomorrow, then it can
make the conversation difficult. I understand they
are just going to be doing a loan."
SEC did not immediately reply to a request for
comment.
In June last year SEC signed a US$1.5bn five-year
financing from Industrial and Commercial Bank of
China, one of the largest loans ever extended by a
Chinese bank in the Gulf. In January 2016 it signed
a US$1.4bn three-year revolving credit facility with
a group of seven banks: MUFG, Mizuho Bank,
SMBC, HSBC, JP Morgan, Credit Agricole and
Deutsche Bank. That US dollar tranche was part of
a wider SR7.75bn (US$2.07bn) facility that also
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Honeywell UOP, KFUPM drive economic
diversification in Saudi Arabia with
pioneering petrochemicals project
11 May 2017

In support of Saudi Arabia’s ongoing efforts
toward economic diversification and localization
initiatives, Honeywell UOP and King Fahd
University of Petroleum & Minerals (KFUPM) have
unveiled the details of their successful partnership
to develop innovative new catalytic processes for
petrochemicals production.
Scientists from Honeywell UOP have been working
with professors and researchers from KFUPM in
Dhahran since 2011 on new catalytic processes for
producing paraxylene, an aromatic compound
used in making textiles, packaging material and
containers. The new processes allow refiners and
aromatics producers to efficiently use a wider
range of available feedstocks while increasing
paraxylene production. The work is being done at
a state-of-the-art Honeywell UOP research and
development (R&D) laboratory at KFUPM that
includes a catalyst testing and screening pilot
plant.
In addition to unlocking new revenue streams for
local industries, the cooperation is helping to
upgrade the technical skills and develop
engineering R&D talent in the Kingdom through
joint training efforts. In 2014 Honeywell UOP
launched UOP University, a program under which
scientists from Honeywell UOP deliver graduate
level courses on catalysis in refining and
petrochemicals to KFUPM students. In addition,
Honeywell UOP provides summer training to
KFUPM chemical engineering students at its lab in
Dhahran Techno Valley.
http://www.plastemart.com/news-plasticsinformation/honeywell-uop-kfupm-drive-economicdiversification-in-saudi-arabia-with-pioneeringpetrochemicals-project/43980
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Bahrain's GIB bank granted approval to
become a local bank in Saudi Arabia

Nearly 32,000 undocumented workers set
to leave Saudi Arabia under amnesty

11 May 2017

11 May 2017

Gulf International Bank (GIB or the Bank) has
received from the Saudi Ministry of Finance a local
banking license. The license is considered to be a
significant turning point for GIB as it will reinforce
its presence in the Kingdom through the offering
of its services to its clients through providing
innovative banking services and sustainable
technology-oriented solutions.

Saudi Arabia’s Ministry of the Interior has revealed
that more than 32,000 people who were living and
working without official documents in the
kingdom have left since the launch "Nation
without Violators" began. “All devices are currently
at work to make the campaign a success, and we
are reviewing our plans daily to make it happen. So
far, the number of those arrested under the
campaign has reached 100,000 offenders,” the
campaign’s head Juman al-Ghamdi said on
television.

Currently, GIB operates its banking activities in the
Kingdom of Saudi Arabia through its regional
branches in Riyadh, Dhahran and Jeddah. These
branches are regulated by the Saudi Arabian
Monetary Authority which enabled the Bank to
launch the world’s first retail banking Shariahcompliant digital banking service ‘Meem’ in KSA,
in which it has widely been accepted. “Meem”
provides the best profit rate for Murabaha
deposits across the Kingdom. For more than 40
years, Gulf International Bank has been trusted by
its clients in the Kingdom to finance projects and
investment services. The Gulf International Bank
(B.S.C.) – “The Group”, has asset base of SR 89.8
Billion of which Saudi Arabia branches account for
SR 29.9 Billion as at the quarter ended 31st March
2017. The investment arm of the Bank, ‘GIB Capital
LLC’, is also considered to be one of the first
companies licensed and supervised by the Capital
Market Authority (CMA).
Gulf International Bank (B.S.C.) is licensed by the
Central Bank of Bahrain head quartered in the
Kingdom of Bahrain and owned by the
governments of the six Gulf Cooperation Council
countries, with KSA Public Investment Fund being
the principal shareholder of 97.2%. In addition to
the activities of the Gulf International Bank in the
GCC, the Bank has branches in the United States
and the United Kingdom.
https://www.zawya.com/mena/en/story/Bahrains_GIB_b
ank_granted_approval_to_become_a_local_bank_in_Saud
i_Arabia-ZAWYA20170511064628/
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For his part, the campaign’s Assistant Supervisor in
Riyadh Safar bin Dulaim said violators should take
advantage of a current amnesty period and apply
to repatriate back to their home countries before
the deadline.
Undocumented expat workers in Saudi Arabia
were given a 90-day amnesty period where they
could apply to correct their status. Thereafter, they
will be able to return to Saudi Arabia by adhering
to legal procedures, the General Directorate of
Passports (GDP) said in late March. Previously,
illegal workers and over-stayers who have their
fingerprints taken prior to deportation under the
“deportee fingerprint system” were not allowed to
re-enter the country. So far, nearly 20,000 Indian
nationals have applied to return home under the
amnesty scheme while 12,000 undocumented
workers are said to leave under the time period.
http://english.alarabiya.net/en/News/gulf/2017/05/11/N
early-32-000-undocumented-workers-set-to-leaveSaudi-Arabia-under-amnesty.html

Saudis Boost U.S. Ties With $40 Billion
Investment
11 May 2017

The kingdom’s sovereign wealth fund is set to
announce plans to deploy as much as $40 billion
into U.S. infrastructure, according to people
familiar with the matter. The investment may be
unveiled as early as next week to coincide with
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Trump’s visit to the kingdom, said the
people, asking not to be identified as the
information is private. No final decisions have been
made and the announcement may still be delayed,
they said.
Saudi Arabia is eager to reset relations with the
new U.S. administration after feeling shunned by
President Barack Obama, who crafted the 2015
nuclear deal with their Shiite rival Iran. The
kingdom claimed a “historic turning point” in
bilateral relations after President Trump met Saudi
Arabia’s Deputy Crown Prince Mohammed bin
Salman in the White House earlier this year. On
May 19, Trump will make his first foreign trip since
taking office, visiting Saudi Arabia and Jerusalem
before heading to Europe.

15 May 2017

Since last year, the PIF has funneled about $50
billion of the kingdom’s reserves into investments
abroad, almost all of it into technology. It has said
it will commit as much as $45 billion to partner
with SoftBank Group Corp. to set up a new $100
billion vehicle to invest in global technology. The
fund also invested $3.5 billion in Uber
Technologies Inc. last June.
Still, the Saudi government’s economic reforms
have caused push back at home as residents
complained about slashed government spending
and the suspension of some allowances for state
employees. Bin Salman said this month that 50
percent to 70 percent of income from its initial
public offering of Saudi Aramco, what may be the
largest-ever listing, will be used on domestic
investments.

A White House official, speaking on condition of
anonymity, confirmed that the plans were in the
works and that Trump’s son-in-law and senior
adviser, Jared Kushner, had played a critical role in
the discussions. A representative for Saudi Arabia’s
Public Investment Fund declined to comment. The
Ministry of Finance didn’t immediately respond to
requests for comment.

https://www.bloomberg.com/news/articles/2017-0510/saudi-arabia-s-al-tuwaijri-talks-bonds-budget-andbig-spending

Trump in March offered his support for developing
a new U.S.-Saudi program in energy, industry,
infrastructure and technology that could be valued
at more than $200 billion in direct and indirect
investments within the next four years, according
to the White House. The president has said he
intends to push for$1 trillion in U.S. infrastructure
investments over the next decade, with $200
billion coming from taxpayers and the rest from
the private sector.

JPMorgan will increase the number of bankers it
has in Saudi Arabia to around 80 by the end of the
year to capitalize on the increase in equity market
activity and mergers and acquisitions in the
kingdom, a senior executive said. Saudi Arabia has
unveiled about $200 billion of privatization of
state-owned companies over the next few years,
selling stakes in everything from hospitals to
airports. The kingdom is also listing oil company
Saudi Aramco, which it expects will raise another
$100 billion. “We’re invested in investment
banking and our equities brokerage capabilities as
we expect more activity in the equity market with
all the changes that are going on,” Sjoerd Leenart,
head of JPMorgan’s Middle East and North Africa
(MENA) region, told Reuters. “We have about 70
people now and will go to around 80 at year end.”
Leenart said the bank can also also draw on
expertise from outside the region. “There’s a very
important balance to maintain between having
expertise on the ground and drawing on industry
expertise sitting in the US or UK,” he said.

Making a Megafund
Saudi Arabia is planning to expand its sovereign
wealth fund into the world’s largest as part of its
attempts to diversify away from oil after prices
slumped. The kingdom will transfer ownership of
Saudi Arabian Oil Co. to the PIF, as well as the
proceeds from the oil company’s initial public
offering. The fund could eventually control more
than $2 trillion, Bin Salman has said.
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JP Morgan to add bankers in Saudi Arabia
to reflect market growth
11 May 2017
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JP Morgan, which sources have told Reuters has
been appointed as a financial adviser to help in the
listing of Aramco, has been in kingdom for more
than 80 years. JPMorgan has declined to comment
on its advisory role. “From 2018 onwards, we
expect a busy agenda in terms of IPO listings and
trade sales to strategic and financial buyers,”
Leenart said. The bank has had an active year so
far in 2017, advising on M&A transactions and the
sale of the sovereign’s $9 billion sukuk.
Credit Agricole picked it to advise it on a potential
sale of the French bank’s 31 percent stake in
Banque Saudi Fransi, valued at nearly $2.4 billion,
sources told Reuters on March 8. JPMorgan is also
advising Riyadh-based ACWA Power on a move by
Saudi Arabia’s sovereign wealth fund, the Public
Investment Fund (PIF), to buy a stake, sources close
to the matter told Reuters in November. Leenart
said the firm is also investing in its Saudi custody
business, but did not give specific details.
http://www.arabnews.com/node/1097916/businesseconomy

Saudi commodity exports drop to 11-year
low in 2016
11 May 2017

Saudi Arabia’s commodity exports declined for the
fourth consecutive year by 10 percent year-onyear (YoY) to SAR 688.4 billion in 2016, the lowest
level in 11 years, data of the General Authority for
Statistics (GAS) showed.
Saudi commodities exports (SAR bln)
Period

Value

Y-o-Y variation

2005

677.14

--

2006

791.34

+17%

2007

874.40

+10%

2008

1,175.48

+34%

2009

721.11

(39%)

2010

941.79

+31%

2011

1,367.62

+45%

2012

1,456.50

+6%

2013

1,409.52

(3%)
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2014

1,284.12

(9%)

2015

763.31

(41%)

2016

688.42

(10%)

The decline was attributed to an 11 percent YoY
fall in oil exports – which accounted for 74.2
percent of total exports – to SAR 510.7 billion.
Meanwhile, non-oil exports also slipped 6 percent
YoY to SAR 177.7 billion.
Saudi oil and non-oil exports (SAR bln)
Non-oil exports

Oil exports

Period

Value

YoY
variation

Value

YoY
variation

2007

104.47

+22%

769.94

+9%

2008

121.62

+16%

1,053.86

+37%

2009

109.62

(10%)

611.49

(42%)

2010

134.61

+23%

807.18

+32%

2011

176.57

+31%

1,191.05

+48%

2012

190.95

+8%

1,265.55

+6%

2013

202.44

+6%

1,207.08

(5%)

2014

217.03

+7%

1,067.09

(12%)

2015

189.90

(13%)

573.41

(46%)

2016

177.69

(6%)

510.73

(11%)

The drop in commodities exports last year came
mainly due to a fall of 11 percent YoY (or SAR 62.6
billion) in metal products to SAR 512.3 billion.
Metal products represented 74 percent of total
commodity exports.
Chemical exports also saw a 14 percent YoY drop
to SAR 50.4 billion in 2016. China was the
Kingdom’s top importer last year, with total
imports of SAR 79.9 billion. It was followed by
Japan (SAR 72.3 billion) and the United States (SAR
66.1 billion). The ten countries accounted for 68.6
percent of the Kingdom’s total commodity exports
in 2016.
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Saudi non-oil exports (SAR bln)
Product

2015

2016

Variation

512.3

Variation
value
(62.6)

Metal
products
Plastics,
rubber
products
Chemical
industry
products
Transport
equipment
Base metals

574.8
57.8

56.0

(1.8)

(3%)

Machinery,
equipment,
appliances
Live animals
and
its
products
Food,
beverages and
tobacco
Pearls
and
precious
stones
Others
Total

(11%)

58.8

50.4

(8.4)

(14%)

17.5

15.8

(1.7)

(10%)

15.1

14.2

(1.0)

(6%)

10.8

10.4

(0.4)

(3%)

5.8

6.0

+0.2

+4%

6.3

5.9

(0.4)

(6%)

2.6

4.5

+1.9

+75%

13.8

12.9

(1.0)

(7%)

763.3

688.4

(74.9)

(10%)

http://www.argaam.com/en/article/articledetail/id/4858
76

OPEC oil output falls in April, but
production from top exporter Saudi
Arabia rises
11 May 2017

OPEC continued to reduce production in April, but
output from top exporter Saudi Arabia ticked up
last month. In its monthly report Thursday, the
producer group raised its forecast for oil supply
growth from nonmembers in 2017 but kept its
outlook for global crude demand unchanged.
Saudi crude oil production rose by nearly 50,000
barrels per day last month, according to figures
from the kingdom and secondary sources. OPEC
took about 18,000 bpd off the market in April,
according to secondary sources listed in the OPEC
report.
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Saudi Arabia is still pumping well below the level it
agreed to in November, when OPEC agreed to
reduce its combined oil output by 1.2 million bpd
in order to shrink huge global stockpiles and
balance an oversupplied market.
But the market closely watches Riyadh's
production because it has delivered the lion's
share of OPEC's cuts during the first four months
of the six-month deal. Oil prices pared gains
immediately after OPEC released the report but
later regained some ground.
Future prices got support this week after Saudi
Arabia announced it had cut crude exports to the
key Asian market. Data from tanker tracking firm
ClipperData shows Saudi loadings for export fell by
670,000 barrels a day in April from October, the
level against which OPEC measures compliance to
the output cut deal.
http://www.cnbc.com/2017/05/11/opec-output-falls-inapril-but-saudi-production-rises.html

Saudi Arabia prepared to ease foreign caps
in MSCI index push
11 May 2017

Khalid al-Hussan, chief executive of Tadawul, the
Saudi bourse, says he expects it to be selected for
potential inclusion into the influential MSCI
emerging markets stock index in June, with formal
entry to follow a year later. To ensure foreign flows
into Saudi stocks increase during this consultation
period, the kingdom would consider further
changes to its regulatory regime governing
foreign investments.
“I am positive that we have made all the changes
needed to be in line with international investors’
requirements,” Mr Hussan told the FT. “Of course,
this is demand driven,” he added. “If we see
appropriate changes on the current framework, in
terms of operations or regulations, during the
consultation period, we will be closely listening to
these changes.”
Opening up to foreign capital is one part of the
kingdom’s ambitious Vision 2030 reform program
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that is aimed at diversifying the economy away
from oil revenues. Tadawul and regulatory officials
are in the US this week meeting foreign investors
to gather feedback regarding its latest technical
reforms, which included setting settlement
procedures in line with international norms.
The MSCI’s decision on whether to include Saudi
Arabia in its index could hinge on traders’
feedback. Large inflows are expected if Tadawul
joins, Bank of America Merrill Lynch noted in a
recent report. It said the MSCI could grant the
kingdom weighting of 2-3 per cent, and even
higher if the planned listing of Saudi Aramco is
included.
Mr Hussan says the market has “a strong capacity”
to be able to absorb Aramco’s planned IPO. The
authorities are also working on “multiple angles”
to increase liquidity further, such as trying to be
included in the MSCI emerging markets index and
attracting major institutions to invest. The region’s
largest and deepest capital market first opened up
to foreign investors in 2015 via the “qualified
financial investors” program, with requirements
eased last year. But global investors say the market
would receive greater foreign interest if these
limits were relaxed further.
“Why are they still faffing around with QFI hurdles
on assets under management — they are a pain to
navigate,” said one asset manager investing in the
kingdom. “Demand is there, but regulations need
to catch up.”
Foreign capital makes up 4 per cent of the Tadawul
market, of which 1 per cent has come from new
overseas institutions, says Mohammed Elkuwaiz,
vice-chairman of the Capital Markets Authority.
That 1 per cent is growing rapidly, he says, as the
regulator looks to diversify the product range and
attract a broader array of companies to the
exchange. As the dominant market in the oil-rich
Gulf, the CMA is for the first time targeting other
companies to choose Tadawul as a listing location,
seeking to lure firms away from other markets,
such as the London Stock Exchange.
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Tadawul, which launched the parallel growth
market for smaller companies in February, has
already seen significant demand from around 20
regional firms to join the initial seven firms listing
on the “Numu” platform. “In capital markets, the
name of the game is scale,” said Mr Elkuwaiz. If you
have size and liquidity and investor participation,
that’s where investors will want to go.”
https://www.ft.com/content/afa46d56-3641-11e7-bce49023f8c0fd2e

Saudi Arabia world's tallest tower delayed
11 May 2011

The completion date for the world’s tallest tower
has been pushed back to 2019, a Saudi Arabian
billionaire said Thursday, almost six years after
launching the record-breaking project. Jeddah
Tower is to rise more than a kilometer, placing it
above Dubai’s Burj Khalifa. “The project was
delayed... but it’ll open (in) 2019,” Prince Al Waleed
Bin Talal told AFP during a visit to the site beside
the Red Sea. Al Waleed chairs Kingdom Holding
Co whose affiliated Jeddah Economic Company is
developing the spire-topped landmark. The
project contractor Saudi Bin Ladin Group was
among construction firms in the kingdom that
suffered financially after a collapse in oil revenues
from 2014.
Bin Ladin Group late last year said it had
completed payment to 70,000 laid-off employees.
Al Waleed first announced plans for the tower in
August 2011, saying it would take 36 months to
build after the start of construction. By November
2014, a four-story foundation was in place and Al
Waleed said the building would be finished in
2018. But that was before the kingdom felt the full
force of a drop in oil revenues.
In November 2015, Kingdom Holding said Jeddah
Economic Company had reached a financing deal
with Saudi Arabia’s Alinma Investment to finish the
Jeddah Tower, which then had 26 floors. Kingdom
Holding has shares in the Euro Disney theme park,
Apple, News Corporation and US banking giant
Citigroup, among other firms.
http://gulfnews.com/news/gulf/saudi-arabia/saudiarabia-world-s-tallest-tower-delayed-1.2025909

21

STRATEGIC INSIGHT NEWS

Saudi security forces clamp down on
militants in eastern province
11 May 2017

Saudi security forces shot dead a wanted man in
eastern Saudi Arabia on 10 May, a local newspaper
reported, after gunmen tried to stop
redevelopment work at the old quarter of
Awamiya, where authorities say Shiite militants are
hiding. Reports from various news sites said
several people were injured during clashes
between security forces who had entered the old
part of the town known as Al Musawara (the walled
part) backed by bulldozers.
The mainstream Al Hayat newspaper quoted
sources as saying that gunmen attacked workers
who were trying to start to tear down Al Musawara
as part of redevelopment plans and killed a wanted
man. It gave no details about the identity of the
man.
Authorities say the narrow streets of the old town
known as Al Musawara, which date back more than
200 years, have become a hideout for Shiite
militants believed to be behind attacks on security
forces in the majority-Shiite oil-producing region.
Awamiya has long been a flashpoint of friction
between the government and residents. Tensions
have increased since Nimr Al Nimr, a prominent
Shiite cleric convicted of inciting violence, was
executed a year ago.
Saudi media have published government plans to
tear down Al Musawara, built during Ottoman rule
more than 200 years ago, to flush out militants
who it says are using its narrow streets to escape
arrest. Authorities accuse the militants of
mounting a wave of attacks on security forces and
a campaign of intimidation against local Shiites
whom they accuse of cooperating with Saudi
authorities.
Saudi media have reported attacks on local
officials, and the kidnapping of a Shiite judge last
December. In January, the Arabic-language
newspaper Okaz reported that the governor of
Qatif province had estimated compensation
payments for 488 houses to be demolished inside
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the old town would amount to 764 million riyals
($204 million). Residents say many inhabitants
have refused to accept compensation, demanding
instead that authorities help renovate crumbling
structures rather than destroying them. In place of
Al Musawara, authorities say they will build an
attractive district of shopping centers, office
buildings, green spaces and fountains.
http://gulfnews.com/news/gulf/saudi-arabia/saudisecurity-forces-clamp-down-on-militants-in-easternprovince-1.2025530

Saudi Arabia plans to invest $40B in US
infrastructure: report
11 May 2017

Saudi Arabia plans on investing up to $40 billion in
U.S. infrastructure, according to a new report. The
spending could be announced as early as next
week, during President Trump’s first visit there,
Bloomberg said on 11 May. Bloomberg said the
investment would come from Saudi Arabia’s
sovereign wealth fund. People familiar with the
matter told the news outlet that no final decision
has been made and the announcement may still be
delayed.
A White House official confirmed to Bloomberg
that the plan is in the works, citing White House
senior adviser Jared Kushner’s critical role in the
talks. Kushner is President Trump’s son-in-law and
is widely considered one of his closest confidants.
Trump announced last week that he will visit Saudi
Arabia, Israel and the Vatican during his first
foreign trip as president later this month. The
president added that his decision to visit the
centers of three of the world’s major faiths aims at
rallying allies against shared security threats in the
Middle East.
Trump will visit Saudi Arabia May 19, where he will
convene a “historic gathering” of “leaders from all
across the Muslim world.” “We will begin to
construct a new foundation of cooperation and
support with our Muslim allies to combat
extremism, and terrorism and violence and to
embrace a more just and hopeful future for
Muslims in their countries,” he said at the White
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House. The gathering in Saudi Arabia will also
include leaders of Bahrain, Kuwait, Oman, Qatar,
the United Arab Emirates and other nations.
Trump campaigned extensively on upgrading U.S.
roads, bridges, airports and other public works last
year. The president has since proposed a $1 trillion
infrastructure package as one of his chief agenda
items.
http://thehill.com/policy/international/middle-eastnorth-africa/333017-saudi-arabia-plans-to-invest-40bin-us

Saudi Aramco IPO Timing Is Slowed by
One Major Obstacle
11 May 2017

The Saudi Aramco IPO timing has captivated
investors interested in owning a share of the
world's biggest oil company. Despite the Saudi
government announcing last January it was selling
part of its crown jewel oil company, there has been
no official Saudi Aramco IPO date. Tentative dates
were set for this year, but now Aramco leaders
suggest the IPO won't be until 2019.
That's because the company's public offering is
uniquely difficult, and one big obstacle is still
holding up the IPO.
The Saudi oil company is completely unique – it's
owned by the Saudi government and controls their
lucrative oil reserves. This presents a one-of-a-kind
opportunity to prospective investors, but it also
means the IPO is complicated and slow-moving.
That includes shopping the company to stock
exchanges across the world, but that's proving to
be a big hurdle.

Why Is Aramco Going Public?
Saudi Aramco has been wholly owned by the Saudi
government since 1980, and the government takes
85% of the company's revenue. That's made the
Saudi Aramco IPO announcement a surprise.
The company's Jan. 8, 2016, announcement that it
was considering an IPO said it was part of the Saudi
government's economic reform plan. But the
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Aramco IPO announcement also came during a
period of historically low oil prices, which meant
the Saudi government wasn't making nearly as
much money from oil as it had been.
Between its high of $114.81 in June 2014 and the
day Aramco announced it was exploring an IPO,
the price of Brent crude oil plummeted 70% to
$33.55. By October 2016, the Saudi deputy prime
minister of economy and planning said the
government would be bankrupt in three to four
years if nothing changed.
With 90% of the kingdom's budget coming from
Aramco, a blow to world oil prices suddenly meant
the country was taking in less money. But actually
selling the oil company could keep the
government solvent. According to The Wall Street
Journal, the Saudi Arabian Oil Co. could be worth
over $10 trillion dollars as of Jan. 8.
Since then, the Saudi Aramco IPO valuation has
come down to around $2 trillion. But even at $2
trillion, a 5% public offering of the company would
be worth $100 billion. That would make Aramco
the biggest IPO of all time, four times bigger than
the Alibaba Group Holding Ltd. (NYSE: BABA) IPO.
That sort of valuation comes from the sheer
volume of oil Aramco controls. Unlike other
countries and Aramco's competitors, Aramco
controls all of Saudi Arabia's oil. That gives it
unfettered access to the world's second-largest oil
reserves. Right now, Aramco produces about 10%
of the world's oil by itself.
Investors are excited about this opportunity, and
with oil prices still trading at half their 2014 high,
selling a chunk of the $2 trillion Aramco could be
a way to stem the kingdom's budget problems. But
the unique nature of Aramco makes its public
offering complex, and that's restricted the Aramco
IPO timing…
The Saudi Aramco IPO Is Making Progress, but
Slowly
Saudi Aramco is taking important steps toward
going public, but it still has a final hurdle to
overcome. In February, Aramco chose a small
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investment bank, Moelis & Co. (NYSE: MC), as an
IPO advisor. After a year of speculation, that was a
clear sign the company was taking serious steps
toward an IPO.

for the company to list its shares on the London
Stock Exchange. May flew to Saudi Arabia last
month to meet with Aramco officials in hopes they
would choose London.

Then in March, Aramco hired banks to underwrite
the IPO. The Saudi Aramco underwriters are
Morgan Stanley, JPMorgan Chase & Co., and HSBC
Holdings Plc.. The hiring of underwriters was major
Aramco IPO news, not only because it signaled the
company was another step closer to selling, but
because the IPO is estimated to accrue a
staggering $1 billion in fees for participating
banks.

But exchanges in London and New York have rules
requiring transparency and public disclosure of
financial assets. For example, listing shares on the
NYSE means a company has to publish an audited
financial statement each year and disclose all
information relevant to investors.

The next big step for the Aramco IPO is deciding
which stock exchange to list Aramco shares on.
That's a much more complex decision than it
sounds like. Choosing a stock exchange to sell
shares of Aramco is holding up the IPO because
the company has to untangle itself from the Saudi
government.
Aramco is going to list some shares on its home
stock exchange, but it also wants to list shares on
a major global stock exchange. According to a
February 2017 WSJ report, the company is homing
in on Western exchanges, including the New York
Stock Exchange and the London Stock Exchange.
Listing on a global stock exchange will give the IPO
a bigger impact. An exchange like the NYSE or LSE
would attract more investors, and it would give the
company wider exposure. But choosing an
exchange to hold the Saudi Aramco IPO listing is
turning into a big obstacle, and investors should
pay careful attention to how the company is trying
to get around it…
This Is Slowing Saudi Aramco IPO Timing
Listing Aramco on a Western exchange is
complicated, but it would be a boon for both the
company and the host stock exchange. But
Western exchanges have strict rules for companies
that list their shares, and Aramco is finding those
rules difficult to meet…
The big impact Aramco could have on a stock
exchange is part of the reason why United
Kingdom Prime Minister Theresa May has lobbied
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In Aramco's case, that could mean giving up
information about Saudi Arabia's oil reserves the
country has kept secret.
However, Reuters reported last week that the
London exchange is creating a special class of
stock that would allow Aramco to list its shares on
the exchange without having to abide by
transparency and governance rules. The thinking
in London is that Aramco could enhance the
prestige of the city as a financial center even as the
country exits the EU. That's why they might be
willing to give Aramco the "bespoke" treatment.
But that might not be what's best for investors. Not
only would this special class of shares mean
Aramco is getting special treatment, it also
wouldn't subject it to the corporate governance
rules every other company is required to follow.
And those rules are designed to protect investors
by giving them access to information in the
companies they are investing in.
While owning stock in the company that produces
10% of the world's oil could be an exciting
opportunity for investors, they also need to be
cautious.
https://moneymorning.com/2017/05/11/saudi-aramcoipo-timing-is-slowed-by-one-majorobstacle/?utm_source=feedburner&utm_medium=feed
&utm_campaign=Feed%3A+USMoneyMorning+%28M
oney+Morning%29
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Saudi targets bigger private sector role in
GDP

15 May 2017

Saudis to back Africa oil terminal project
12 May 2017

11 May 2017

Saudi Arabia is targeting to increase the private
sector’s contribution to GDP from 40 per cent to
65 per cent as part of the kingdom’s Vision 2030
plan, said a top official. This will be achieved
through increasing the use of public-private
partnerships (PPPs) and through the privatization
of government entities, said Dr Fahad bin Sulaiman
al-Tekhaifi, deputy chairman of the board, and
president of the General Authority for Statistics
(GaStat) at the recent Saudi Arabia Forum
organised by Meed in Riyadh. “We are trying to
make the private sector a real partner,” he said.
“We need to learn how to utilize the technical
abilities [of the private sector] to address the
[country’s] needs and realize the 2030 program.”
With billions of dollars-worth of investment
required to meet the aims of the Vision 2030, the
private sector will play a key role in delivering vital
infrastructure and services.
Richard Paton, head of infrastructure advisory,
Middle East and South Asia, head of PPP and
Public Sector Strategy, deal advisory, KPMG,
outlined the benefits of utilising public-private
partnerships (PPP) to develop infrastructure from
utilities and transport to healthcare and education.
“PPPs reduce the requirement for capital costs,
reducing pressure on government budgets, and
also allows risk transfer,” said Paton.
Paton also discussed the planned shift of role for
government in the kingdom, from a service
provider to a regulator. He said that the kingdom’s
airport company, General Authority for Civil
Aviation (Gaca) was a prime example of this, with
the government aviation body set to split into two,
with the government becoming a regulator and
the private sector building and operating airports.
http://www.tradearabia.com/news/BANK_324819.html

Saudi Arabia and Equatorial Guinea will team up
for a tank farm construction project on Bioko
Island, the two countries said on 11 May).
Gathered in Jeddah for the inaugural edition of the
Equatorial Guinea-Saudi Arabia Economic Forum,
the two sides witnessed the signing of an
agreement between the Ministry of Mines and
Hydrocarbons and Arabia Energy DMCC for the
financing and construction of the Bioko Oil
Terminal.
Heading the delegation from Equatorial Guinea,
President Teodoro Obiang Nguema Mbasogo said
his country offered a “gateway” to the Central
African Economic and Monetary Community,
vowing to facilitate investment and ease visa
processes for Saudis.
Commenting on the agreement on the Bioko Oil
Terminal, projected to become the African
continent third-largest such facility, Minister of
Mines and Hydrocarbons Gabriel Mbaga Obiang
Lima said it marked a “historic day.”
http://www.theoilandgasyear.com/news/saudis-toback-equatorial-guinea-terminal-project/

Riyadh backs Equatorial Guinea as new
OPEC member
12 May 2017

Equatorial Guinea has a role to play in oil market
stabilization efforts and has support to become a
member of OPEC, the Saudi Arabian government
said. Saudi officials hosted the president of
Equatorial Guinea, Teodoro Obiang Nguema
Mbasogo, in Jeddah. According to the officials
Saudi Press Agency, both sides discussed restoring
balance to a market bogged down by too much
supply.
"The two countries expressed support for another
six-month extension or more for the oil storage to
shore up to their historic commercial levels," the
press agency reported. "The Kingdom also lent its
support for Equatorial Guinea's joining OPEC,

25

STRATEGIC INSIGHT NEWS

describing Equatorial Guinea as yet another factor
of stability of the oil markets."
The country has lobbied to join OPEC at least since
2009 and advanced on its regional partnerships
last year by hosting a joint African-Arab summit. In
December, it joined OPEC efforts as a nonmember state by agreeing to cut about 12,000
barrels per day from production.
From the sidelines of a February oil and gas
conference for Africa, the country's energy
minister, Gabriel Mbaga Obiang Lima, submitted a
formal request to join OPEC. The country, he said,
has a "sterling track record" as a supplier and its
interests are "fully aligned" with OPEC's. The
country is the third-largest oil producer regionally
and could add at least another 200,000 barrels per
day to OPEC if accepted.
http://www.upi.com/Energy-News/2017/05/12/Riyadhbacks-Equatorial-Guinea-as-new-OPECmember/8051494591990/?utm_source=sec&utm_camp
aign=sl&utm_medium=2

Saudi Arabia Budget Deficit Drops 71%
12 May 2017

Saudi Finance Minister Mohammed Al-Jadaan said
that the Kingdom’s budget deficit fell by 71
percent in the first quarter of 2017, while state
revenues jumped by a similar rate of 72 percent,
reaching US$38.4 billion (144 billion riyals). During
a news conference held at the headquarters of the
Ministry of Finance in Riyadh, Jadaan said that the
data of the first quarter report reflected a rise in
revenues, a remarkable improvement in the
efficiency of spending and reducing the deficit,
while basic services provided for citizens have
topped priorities on the list of the governmental
spending.
“This step applied for the first time in the history of
the Ministry comes within the framework of the
Government’s commitment to transparency and
financial disclosure as it continues to implement
the initiatives of National Transformation Program
within the Kingdom’s ambitious Vision 2030,” the
minister stated.
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Jadaan noted that total revenues for the first
quarter amounted to SR 144 billion ($38.4 billion),
an increase by 72% compared to the same period
of last year, while non-oil revenues for the first
quarter amounted to SR 32 billion ($8.5 billion), an
increase of 1% compared to the same quarter of
last year.
He added that total expenditures for the first
quarter amounted to around SR 170 billion ($45.3
billion), down by 3% compared to the same
quarter last year and the education and military
sectors have had the largest percentage of the
approved budget compared to other sectors by
23% and 21% of the total estimated budget
respectively.
The Saudi finance minister also said that deficit in
the first quarter amounted to around SR 26 billion
($6.9 billion), a decrease by 71% compared to the
deficit of the same period last year.
He underlined that the trend to issue quarterly
reports on the performance of the state budget
has reflected the government’s serious efforts to
enhance transparency and financial disclosure,
noting that the quarterly report on the first
quarter, which he said contained better indicators
than initial estimates, showed remarkable progress
towards achieving a balanced budget.
The minister stressed that the Kingdom was firmly
on the right track towards building a more stable,
diversified and solid economy, which is less
affected by the fluctuations of global markets,
especially in the oil sector.
http://english.aawsat.com/abdul-hadihabtoor/business/saudi-arabia-budget-deficit-drops-71

Labour vows to suspend UK arms sales to
Saudi Arabia
12 May 2017

The UK Labour Party has vowed to suspend arms
sales to Saudi Arabia, as part of a return to an
"ethical foreign policy," the shadow foreign
secretary Emily Thornberry said on 12th of May.
Writing in the Guardian, Thornberry said the party
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would return to the human rights-focused "Cook
doctrine", referring to the party's former foreign
secretary Robin Cook, who resigned in 2003 over
the Iraq war. "We will strive to reduce not increase
global tensions, and give new momentum to talks
on
non-proliferation
and
disarmament,"
Thornberry writes, ahead of a general election on
8 June.
Were Labour to be elected, she said, the party
would demand an independent UN investigation
into alleged war crimes in Yemen, and suspend
arms sales to the Saudi-led coalition until it was
concluded. The Conservative government, she
said, had armed "the Saudi planes that have killed
thousands of innocent civilians in Yemen" and
promised "to 'champion' Egypt's brutal regime". A
Labour government would also, she writes, "review
all training and equipment contracts with Bahrain
and other repressive regimes, to ensure that
Britain is not colluding – however inadvertently –
in the mistreatment of civilians".
On Syria, Thornberry writes that if the
Conservatives win, Prime Minister Theresa May
would call for an immediate vote on military action
against the Syrian government in a "fresh act of
devotion" to the US. This would, she writes,
escalate the war in Syria, and risk war with Russia
and Iran, without stating what Labour policy on
Syria would entail. Twenty years after Cook made
his foreign policy speech, Thornberry quoted his
words, saying it was a chance "to make Britain once
again a force for good in the world".
http://www.middleeasteye.net/news/uk-labour-partyvows-suspend-arms-sales-saudi-arabia-51514796

Saudi ministry directive to stop hiring
foreign doctors
12 May 2017

The Ministry of Labor and Social Development has
issued directives to stop hiring foreign doctors in
its bid to find jobs for the huge number of Saudi
doctors in the ministry’s waiting list. Dr. Ayed AlHarthy, director general of human resources at the
ministry, has sent a circular in this respect to all
directorates of health affairs in various provinces
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and governorates across the Kingdom. The
ministry will implement this directive in
coordination with the Ministry of Health (MoH).
According to the latest figures, there are a total of
28,464 foreign doctors working in hospitals under
MoH.
This directive follows the decision to stop hiring
foreign dentists to provide job opportunities for
Saudis. The ministry announced this decision
during a joint workshop with MoH held on
Tuesday in Riyadh to encourage the employment
of Saudi dentists. Ministry figures showed that
there are 26 dental colleges in the Kingdom, eight
of which are private. An average of 3,000 dental
graduates hope to join the labor market annually.
The number of officially registered dentists in 2015
was 10,150, of which 5,946 were Saudis.
https://www.zawya.com/mena/en/story/Saudi_ministry_
directive_to_stop_hiring_foreign_doctorsZAWYA20170512043347/

Saudi Arabia unveils new sophisticated
drone
12 May 2017

The King AbdulAziz City for Science and
Technology (KACST) has revealed a new program
to develop a sophisticated drone called Saqr 1
which has military capabilities. KACST President,
Prince Turki Bin Saud Bin Mohammed, said highly
advanced techniques were used in this aircraft
which is equipped with a KA-SAT satellite
communication system that gives it the ability to
fly for a range of more than 2,500 kilometers with
the ability to carry missiles and guided bombs with
laser systems and launch from different heights
from 500 to 6,000 meters and a range of up to 10
kilometers with an accuracy of less than 1.5 meters.
The drone is capable of flying at an average
altitude of 20,000 feet and has a flight time of 24
hours. https://www.middleeastmonitor.com/20170512saudi-arabia-unveils-new-sophisticated-drone/
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Saudi cement sales drop 15% in April
12 May 2017

Aggregated sales of the 17 listed Saudi cement
companies dropped 15 percent to 4.64 million
tons in April 2017, from 5.43 million tons in April
2016,
data
compiled
by Argaam showed.
Combined cement sales of 15 companies dropped
in April this year, compared to the same month last
year, led by Northern Region Cement whose sales
declined 45 percent, followed by Al Jouf Cement
and Hail Cement that fell 39 percent and 36
percent, respectively.

Total Cement Sales in KSA (K tons)
Item
Local Sales
Export
Sales
Total

2016
(April)
5,359.00
73.00

2017
(April)
4,643.00
-

Change
%

5,432.00

4,643.00

14.53

13.36
100.00

Al Safwa Cement saw its sales grow at 8 percent,
followed by City Cement (6 percent).
http://www.argaam.com/en/financial-reports/cementmonthly-report/2017/61

Cayan anticipates recruitment challenges
in Saudi
12 May 2017

Saudi Arabia’s property sector may soon be facing
a shortage of skilled human resources. Speaking
with Construction Week, Ahmed Alhatti, chairman
of Cayan Group, said that while oil prices, regional
security, and the global economic climate remain
areas of concern for real estate players in the GCC
region, he is expecting human resources to soon
be added to the list, especially in the kingdom. “In
Saudi Arabia, we expect there to be some
challenges arising in recruitment,” he said, adding
that Cayan has already started taking measures to
make sure it is ready to address the issue once it
crops up. He elaborated: “We have put in place
policies on offering internships, as well as
partnerships for training with educational and
vocational institutes.” “Preparation is key;
eventually, we recognised that a contingency plan

28

15 May 2017

should be in place, so we can face any persistent
economic conditions in 2017, both locally and
internationally.”
http://www.constructionweekonline.com/article-44367cayan-anticipates-recruitment-challenges-in-saudi/

Billionaire Olayan family said to hire HSBC
for its Health Water IPO
13 May 2017
Saudi Arabia’s billionaire Olayan family, which runs
one of the nation’s biggest conglomerates, is
planning an initial public offering of its bottled
water business in the kingdom, people familiar
with the matter said. Olayan Financing Co, which
controls the family’s investments in the Middle
East, is working with HSBC Holdings’ local unit on
the 30% sale of its Health Water Bottling Co, the
people said, asking not to be identified as the
information is private. Olayan plans to list shares
on the local Tadawul stock exchange and a sale
could happen as early as next year, the people said.
Health Water distributes brands including Nova
mineral water, Holsten non-alcoholic beer and
Power Horse energy drink, according to its
website. HSBC Saudi Arabia Ltd declined to
comment, while Olayan Financing didn’t
immediately respond to requests for comment.
The planned bottling IPO comes as the Olayan
family, one of the biggest investors in Credit Suisse
Group, is also considering selling shares in a
holding company of about 20 of its units, which
could be worth as much as $5bn, people said
earlier this month. The kingdom is trying to
transform itself into a financial powerhouse by
expanding the local stock market and selling
shares of Saudi Arabian Oil Co and the exchange
itself.
http://www.gulf-times.com/story/547903/BillionaireOlayan-family-said-to-hire-HSBC-for-it
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Saudi Arabia awards SR1.9bn transport
project to Turkey’s Yuksel
14 May 2017

Saudi Arabia has awarded Turkish construction
giant Yuksel the SR1.9 billion ($506.6 million) Bus
Rapid Transit (BRT) project, which includes
construction of 34 stations, 1,353 community bus
stops and six pedestrian bridges in Riyadh. The
project will also serve as feeder lines for the metro
stations being built in the capital and its suburbs
to ease traffic congestion.
This was disclosed by Yuksel Chairman and CEO
Emin Sazak, who gave Arab News an overview of
the BRT project with a special reference to the
company’s presence in the Gulf, its ongoing
projects in the Middle East and Turkey, and its
innovative technology and engineering knowhow. He said the BRT project, promoted and
financed by Ar-Riyadh Development Authority
(ADA), will mark the completion of the city’s
transport infrastructure plan.
The new lines, along with the new transport
information management system included in the
overall project, will improve accessibility to public
transport. The project will include the muchneeded bus terminals, passenger hubs, parking
facilities and maintenance depots, he added.
He said: “BRT is only a starting point for
collaboration. We hope to go beyond the
transport sector and continue our collaboration
with different entities, including Saudi Aramco, in
supporting the sustainable development of the
Kingdom within the framework of the Vision 2030.”
Yuksel has, so far, completed 39 projects in the
Kingdom worth SR8.12 billion, he added. “We’ve
been working closely with the state-owned Saline
Water Conversion Corp. (SWCC) for the last 30
years.” Yuksel’s projects in the Kingdom include
universities and hospitals. “We’re active in Saudi
Arabia and Qatar, and we were very active in Libya
until 2011, when the insurgency started,” he said,
adding that 20-40 percent of Yuksel’s annual
revenue comes from the Kingdom.
Sazak, who is a member of the European
International Contractors group, said Yuksel is
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eyeing more projects in Saudi Arabia and the Gulf.
“We started working in the Kingdom way back in
1983,” he said. “Our technical capabilities, on-time
performance, manpower strength and delivery of
projects in the stipulated timeframe have
impressed our valuable clients not only in Saudi
Arabia but across the globe.” Yuksel is a market
leader in the construction of dams, marine
structures, transport systems and industrial
projects worldwide, he added.
The company has finished three dam projects for
the Saudi government. One of them, Baysh Dam,
is in the Baysh Valley, 113km from Jazan city.
Constructed for flood control and irrigation of
farmland, its total reservoir capacity is 192 million
cubic meters. The second is Damad Dam near
Jazan. “The objective of building this dam is to
protect people from flash floods and storing
rainwater for drinking and agriculture,” said Sazak.
The third dam is in the Muwani Valley, 27km east
of Khulays town and 100km northeast of Jeddah.
Yuksel is also at the forefront of major private
sector projects in the Kingdom. It competed for
the first stretch of the Abu Bakr Siddique Road
Development Project in Riyadh this year. It has also
implemented projects for King Abdulaziz
University (KAU), King Faisal University (KFU),
Madinah-Yanbu Desalination & Power Plant and
Jubail Desalination Plant, among others.
Yuksel is awaiting an invitation for specific projects
that Aramco will announce over the coming
months and years, he said. “We’ll go for bigger
projects. If a project is too small, we won’t be able
to involve ourselves and show our capabilities.”
Saudi Aramco signed a deal with 18 Turkish
companies, including Yuksel, to enable them to bid
for projects. “Yuksel is looking forward to working
with Aramco,” Sazak said, adding that the
company is doing well in the Middle East. “We’re
about to finish a $460 million road project in
Qatar,” he said, adding that Yuksel is part of the
Qatar Metro System. “We’ve finished some
projects in the UAE as well,” he said, also citing
major projects in Turkey.
http://www.arabnews.com/node/1099286/businesseconomy
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Islamic banks’ growth in Saudi Arabia to
continue
14 May 2017

S&P Global Ratings forecast oil prices will stabilize
at $50 per barrel in 2017 and 2018, with
unweighted average GDP growth in the six GCC
countries at 1.9% in 2017 and 2.4% in 2018, after
2.3% in 2016. S&P expects the slowdown in growth
at both conventional and Islamic banks in the
region will persist. Asset growth stabilized at 6.4%
in 2016 for Islamic and conventional banks in our
sample, compared with 6.6% and 6.9% respectively
in 2015. The rating agency said asset growth will
drop to about 5% as governments› spending cuts
and revenue-boosting initiatives, such as tax
introductions, reduce opportunities in the
corporate and retail sectors. “We see banks
becoming more cautious and selective in chasing
high-quality lending opportunities, triggering
stiffer competition.” The story is not the same for
all GCC countries, though, it said.
Although the economic slowdown was and will
remain more pronounced in Saudi Arabia, Islamic
banks› growth accelerated there in 2016, thanks to
their strategy to increase their foray into the
corporate and small and midsize (SME) sectors. By
contrast, the slowdown was deeper in Qatar, where
a mix of lower liquidity and government spending
cuts prompted banks to curtail their pace of
expansion. Asset growth was about nil in Kuwait
over the past year, hit by the depreciation of some
foreign currencies and the ensuing impact on the
financials of some leading Kuwaiti Islamic banks.
Lastly, despite the tepid economy and the drop in
real estate prices in the UAE, Islamic banks
continued to expand at high single digit figure.
The asset quality indicators of GCC Islamic banks
remain on a par with those of their conventional
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counterparts. Both Islamic and conventional banks
are well entrenched in their local real economies in
the GCC. As the economic cycle turns, “we think
that asset quality indicators will continue to
deteriorate in 2017-2018. The weakening that has
already occurred was not noticeable in 2016
because – as is typical – banks started to
restructure their exposures to adapt to the shift in
the economic environment. Therefore, we saw an
increase in restructured loans in the GCC in 2016,
but we didn’t observe a marked increase in
nonperforming loans (NPLs) or cost of risk. We
think the deterioration will be more visible in 20172018. Although some market participants maintain
that Islamic banks will fare much better than their
conventional counterparts due to the asset
backing principle inherent to Islamic finance, we
think they will be on equal footing.”
Overall, S&P believes that subcontractors, SMEs,
and expatriate retail exposures will bear the brunt
of the turning economic cycle and prominently
contribute to the formation of new NPLs in 2017
and 2018.
“We see as positive the buffers that GCC Islamic
banks have built in previous years, when the cycle
was more supportive. The ratio of NPLs to total
loans was 3.1% on average for our sample at yearend 2016, with an average coverage ratio of
133.9%. Under our base-case scenario, we think
NPLs could increase to 4%-5% over the next two
years: Credit losses could climb by more than 50%
over the same period.”
Moreover, growth in customer deposits slowed to
6% in 2016, compared with 9% in 2015 for the
Islamic banks in our sample.
“We expect this trend will continue in 2017 and
2018, as governments and their related entities,
whose deposits largely depend on oil prices,
contribute between 20% and 40% of the total
deposits in GCC banking systems. This is
somewhat counterbalanced by Islamic banks›
natural tendency to attract retail depositors
because of their Shariah-compliant nature. In
addition, we consider that the funding profiles of
GCC Islamic banks remain strong by international
standards. Core customer deposits mostly
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dominate in funding profiles, and banks› use of
wholesale funding sources remains limited. The
use of sukuk as a funding source is limited, and we
don›t think this will change dramatically anytime
soon. Most recent sukuk issues by GCC banks were
capital-boosting sukuk (primarily in the form of
Tier 1 sukuk) as their pricing was attractive
compared with banks› cost of common equity. We
don’t anticipate many sukuk issues from GCC
Islamic banks in 2017-2018.
GCC Islamic banks› liquidity also remains strong by
international standards. Banks tend to keep sizable
amounts of cash and money market instruments
(about 19% of total assets at year-end 2016, owing
to the lack of high-quality liquid assets. Moreover,
most of the GCC governments› issues (except in
Oman and Bahrain) were conventional. Still, we
think that some GCC governments might start to
look at tapping the liquidity buffers of GCC Islamic
banks through sukuk issuance in 2017-2018. The
relatively lengthy and complex process related to
sukuk issuance has so far dampened this trend,
though, while also bringing sukuk standardization
to the forefront of policymakers› and market
participants› agendas.”
Growth opportunities are becoming scarcer
because of government spending cuts and lower
disposable income for retail clients. S&P said
banks will become selective and prioritize quality
and risk profiles over quantity. This, in turn, will fuel
competition and pressure on asset yields. Cost of
funding
has
increased,
squeezing
the
intermediation margins of GCC Islamic banks in
2016.
The pressure eased a bit after some governments
issued international bonds and unlocked
payments to contractors.
That said, “we think that GCC Islamic banks are on
an equal footing with their conventional
counterparts as far as cost of funding is concerned.
We foresee increased credit losses in the coming
two years due to the currently less supportive
economic
environment.
Exposure
to
subcontractors, SMEs, and retail customers,
especially expatriates, should lead the uptrend. We
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therefore expect banks› revenue growth will
decelerate, and we think banks will focus on their
cost base (by pruning branches, for instance) to
mitigate the impact.”
As for their conventional counterparts, GCC Islamic
banks, through their relatively low cost base,
should protect their profitability somewhat in 2017
and 2018.
Although consolidation might be a way forward in
some GCC markets, S&P expects mergers will
remain the exception in 2017-2018, rather than the
new norm. — SG
http://saudigazette.com.sa/business/islamic-banksgrowth-saudi-arabia-continue/

Healthcare in Saudi Arabia – where are the
opportunities?
14 May 2017

Healthcare services has always been a priority
sector of the Kingdom of Saudi Arabia, with the
country offering free health facilities to its citizens
from womb to tomb. The government is
benevolent to the extent that it pays for all medical
charges even outside the country if it is deemed
necessary for a patient to travel abroad for
advanced healthcare facilities.
Saudi’s healthcare system is comprised of three
service providers – the Ministry of Health (MoH)
hospitals, government hospitals and private
hospitals. However, gaps are evident in the
services offered to the people.
The kingdom is projected to require 15,888 beds
in 2018, accounting for almost 50 per cent of total
requirements in the Gulf Cooperation Council. The
health ministry has commissioned few projects to
bridge the gap in healthcare infrastructure, so
given the increase in demand it is vital that private
players’ participation is encouraged – otherwise
health infrastructure might lag behind.
In terms of financial stimulus, the government can
choose from multiple options to offer incentives to
private players. Public private partnership projects
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are expected to be the show-starter for improving
private participation in various sectors in the
kingdom.
One such PPP project is the Saudi Trans Sadara
Company and China International Development
and Investment Corporation Limited (CIDIC) joint
venture to build four private hospitals in Dammam,
Jubail, Riyadh, and Jizan, with a total project cost
of $350m. These hospitals are expected to be fully
operational by the end of 2017 and are expected
to generate more than 2,000 jobs for young Saudi
nationals in the fields of nursing, procurement,
marketing, administrative affairs, pharmacy and
safety and security.
Another segment in healthcare where there is
immense opportunity is drug manufacturing.
There are approximately 200 pharmaceutical
companies (mainly retailers) in Saudi Arabia,
registered with the Ministry of Health. European
suppliers largely dominate the market.
Due to low domestic pharmaceutical production in
Saudi Arabia, approximately 85 per cent of the
drugs that are sold are imported. This opens the
gates for generic drug manufacturers in the
country – especially when you consider the cost
aspect. At present more than 70 per cent of all
prescription drugs sold in Saudi Arabia are
patented, which are usually more expensive than
generics owing to the R&D and compliance costs
involved.

15 May 2017

A growing population and increasing instances of
lifestyle related diseases opens up a huge market
for generic drug makers, with patients’ costconsciousness likely to be driven by an expected
decline in government support for healthcare in
the coming years.
Local players hold a market share of around 25 per
cent and predominately manufacture generic
drugs. It is expected that the domestic drug
manufacturers will have the opportunity to capture
higher market share in the coming years, provided
regulation is amended to be favourable for
fostering generic drugs.
The Saudi Arabian medical device production
sector remains in its nascent stages and imports
account for 92 per cent of market supplies – 21 per
cent of which from the United States. The total
expenditure on medical equipment is expected to
steadily increase and reach $3m by 2020 at a
compound annual growth rate of 6 per cent. In
general, medical equipment manufacturing is
capital intensive and requires technology and skill
transfer from established players in the field.
Joint ventures and public private partnerships with
countries that have advanced technology and
expertise in equipment manufacturing would be a
viable option for Saudi Arabia to start with.
Recent developments in information and
communication technology (ICT) have changed
business models in all industries including
healthcare. Saudi Arabia, with its well-established
ICT infrastructure, offers an excellent meeting
place for IT solutions to enhance healthcare
services offered. Saudi’s e-Health policy aims to
implement a programme in order to achieve its
vision of a ‘safe, efficient health system, based on
the care centred on a patient, standard-oriented,
and supported by the e-Health’. These strategies
were launched in 2011 in two phases, each one
extending for five years.
There is a long way to go in order to make the
country’s healthcare facilities IT enabled in terms
of patient management systems, hospital
information systems, quality controls for suppliers

32

STRATEGIC INSIGHT NEWS

and
service
providers
and
integrated
pharmaceuticals and insurance claims. Private
participation can be channelled into the area of
providing healthcare firms with IT-enabled
services in the country to improve the efficiency
and effectiveness of health operations.
Health insurance penetration also remains low at
0.8 per cent of the GDP in 2015, indicating ample
scope for the growth of health insurance in the
country. Saudi Arabia mandates compulsory
health insurance for expatriates and visitors. On
the other hand various awareness creation
measures have been initiated to encourage
nationals to insure life and health. Medical support
from the government can also be expected to
decline in the coming years, so we estimate the
health insurance premiums in Saudi Arabia will
continue growing.
Saudi Arabia’s Takaful insurance market is
expected to be vibrant in the coming years. Given
the fact that Saudi Arabia restricts commercial
insurance, the demand for Takaful products is set
to rise. Favourable demographics, availability of
Takaful insurance companies and increased
income levels are all set to drive the country’s
Takaful insurance sector.
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The current situation presents a need as well as an
opportunity for the development of private
healthcare in Saudi Arabia but ensuring smooth
transition and functioning lies with the policy
makers.
http://gulfbusiness.com/healthcare-saudi-arabiaopportunities/

No return to previous powers of Saudi
religious police
14 May 2017

There will be no return to the previous powers of
the religious police, which were regulated last year
by a Cabinet decree, an expert with in-depth
knowledge of Saudi governmental affairs told Arab
News. The source was speaking in response to an
inquiry relating to an active hashtag created by
some social media users propagating inaccurate
news that the religious police’s powers would be
restored in full. “The story is related to a statement
attributed to the religious police official
spokesperson, Turki Al-Shalil, which said there’s a
soon-to-be announced project to improve and
enhance the force’s field operation,” the expert
said.

According to Marmore’s report on Saudi
healthcare, the kingdom’s market share of the GCC
healthcare sector is the highest in the region at
54.4 per cent – equivalent to $26bn. With future
demand almost certain to grow, private sector
participation is set to increase. In some areas such
as
medical
equipment
manufacturing,
international players might collaborate with local
players to increase their domestic production.

“We always knew the religious police field
operations
required
improvement
and
enhancement. There’s nothing new there as the
guidelines that were announced last year were
targeted to end the violations and curb the powers
of this body so they revert to their original brief of
guiding and assisting people, not arresting or
interrogating
them,
which
isn’t
their
responsibility,” he added.
33
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“More importantly, the religious police reform and
governing guidelines were announced last year by
a Cabinet decree, and anyone who knows anything
about how governments work will tell you that a
Cabinet decree can only be undone by another
Cabinet decree, and there have been no such new
decrees announced.”
In April last year, the government barred the
religious police from pursuing suspects or making
arrests. “Members of the Commission for the
Promotion of Virtue and the Prevention of Vice, or
the religious police, will not be allowed to pursue,
question, request identification from, or arrest,
suspects,” said a Cabinet statement in April last
year. “Members must instead report suspected
crimes to the police or drug authorities, who will
carry out law enforcement actions. Members are
now also required to show identity cards while
carrying out official duties,” the statement said.
http://www.arabnews.com/node/1099301/saudi-arabia

AMC awards C&P $1.3bn worth of Saudi
medical projects
14 May 2017

AMC has selected C&P as the main construction
and fit-out partner for its $1.3bn hospital and
medical cities development program. Anfas
Medical Care (AMC) has awarded a major package
of construction works to Construction and
Planning Co (C&P). AMC selected the Riyadhheadquartered
contractor
as
the
main
construction and fit-out partner for its $1.3bn
(SAR5bn) hospital and medical cities development
program. C&P is currently working on the $107m
(SAR400m) contract for Phase 1 of the AMC
program, and will complete the remainder of the
works during the coming five years.
Located in Riyadh, the first AMC facility to be built
as part of the program will boast a built-up area of
27,000m2, and is due to complete in Q1 2018.
Faisal Bouzo, co-founder and managing partner of
C&P, told Construction Week: “AMC is bringing
forward a new and innovative model that has been
designed to reinvent the concept of healthcare
and the methods through which it is delivered.
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“AMC Hospital [in Riyadh] will be the first in a
series of hospitals and medical cities set to launch
across the kingdom. These facilities will deliver
top-notch healthcare by putting the latest medical
technologies in the hands of world-class
healthcare experts and professionals.”
AMC stated that its concept stems from the fact
that few, if any, hospitals in the Middle East
perform follow-up sessions with patients who have
undergone intensive medical treatments. As such,
the organization has set about building facilities
that provide long-term patients with a “home away
from home”, whether during the initial procedures
or following their discharge.
AMC is funded by Dallah Albaraka Holding
Company and AMI Saudi Arabia, high-profile
Saudi Arabian business enterprises that boast
establishments and investments such as Dallah
Health. AMC Hospital will be operated by USbased hospital management specialist, Houston
Methodist, and powered by GE Healthcare, an
international manufacturer of medical equipment.
C&P was selected as the main construction and fitout partner for AMC projects due to the values that
it shares with other stakeholders, according to
Bouzo. He explained: “AMC found in C&P a
likeminded partner, in terms of its approach to
work, implementation of creative ideas, and
determination to meet challenges head on.”
http://www.constructionweekonline.com/article-44379amc-awards-cp-13bn-worth-of-saudi-medical-projects/

Arcadis: Disputes resolved 10% faster in
2017
14 May 2017

The average time needed to resolve a dispute in
the Middle East fell to just 13.7 months. The
ongoing liquidity issues within the Middle East
construction market has seen a spurt in the
number of claims submitted; however, the industry
is resolving them more swiftly, according to the
latest research from Arcadis. Arcadis said
compared to last year, the average time needed to
resolve a dispute in the Middle East fell to just 13.7
months. This is 10% quicker than the duration
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taken during the two previous years, and is less
than the global average, stated the company in its
‘The 2017 Middle East Construction Disputes
Report’.
Similarly, the average value of a construction
dispute also decreased, dropping from $82m in
2015 to $56m last year, it added. The ‘2017 Middle
East Construction Disputes Report’ is an annual
study from Arcadis that examines the most
common causes of dispute on construction
projects, as well as the average duration and value
of disputes, and the method of resolution most
commonly deployed. The findings are based on an
assessment of the construction disputes handled
by the Arcadis Contract Solutions team in the
Middle East over the previous twelve months.
On a less positive note, basic contract issues
remain the root cause of many of the disputes that
materialise across the region, said Arcadis. Rob
Nelson-Williams, the regional head of contract
solutions at Arcadis Middle East said: “This trend
towards swifter resolution is particularly welcome
as it helps to improve liquidity across the wider
supply chain. In a tight market, we are seeing an
increase in the number of claims submitted as
contractors take a tougher approach to
entitlements to help protect their cash flow
position.” According to him, the failure to properly
administer the terms of the contract remained the
most common cause of disputes on construction
projects in 2016, closely followed by poorly
drafted, incomplete, and unsubstantiated claims.
This once again underlines the need to get the
basics right, and the importance of seasoned
technical and commercial advice when it comes to
contract and claims strategy, he stated.
“Every year, we see the same basic issues
repeatedly cropping up when we analyse the
causes of disputes on construction projects. Within
the industry, there’s a pressing need for better
education on how to avoid these pitfalls,”
remarked Nelson-Williams. “A sharper focus on
removing ambiguity from within a contract at the
very outset, and better training on how to prepare
a robust and credible claim are two relatively
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simple steps that would make a significant
difference,” he observed.
The other two factors that the Arcadis team called
out also related to contract issues, namely the
production of accurate contract documents and a
more balanced approach to risk allocation,
according to Tradearabia news report. “Over the
next 12 to 18 months, clients need to be careful
that, in the haste to get spades in the ground to
meet ﬁxed deadlines, they do not make rushed
decisions around contract and procurement
strategies,” stated Nelson-Williams. “With disputes
typically lagging a year or two behind project
commencement, there’s a risk that poor decisions
taken now may only become evident much closer
to the delivery date when the margin for error is a
lot slimmer,” he added.
http://www.constructionweekonline.com/article-44377arcadis-disputes-resolved-10-faster-in-2017/

Saudi Arabia, Russia push to extend oil
output cut until March 2018
15 May 2017

Saudi Arabia and Russia, the world's top two oil
producers, agreed on Monday on the need to
extend output cuts for a further nine months until
March 2018 to rein in a global crude glut, pushing
up prices. Saudi Energy Minister Khalid al-Falih and
his Russian counterpart Alexander Novak said in a
statement they would "do whatever it takes" to
reduce the inventory overhang, using a phrase
coined by European Central Bank President Mario
Draghi five years ago in his successful bid to
defend the euro.
The Organization of the Petroleum Exporting
Countries meets in Vienna on May 25 to consider
whether to extend output cuts agreed in
December last year between OPEC and 11 nonmember countries, including Russia. Benchmark
Brent oil prices LCOc1 rose, trading up $1.39 at
$52.23 per barrel by 1407 GMT as the market had
previously expected the cuts to be extended by as
little as six months.
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With a nine-month extension now the minimum
expectation for the OPEC meeting, the group has
a lot of work to do to persuade its members and
some non-OPEC producers to back the move.
OPEC member Iraq, whose production is growing
fast, has said it would support renewing the deal
only for six months.
Non-OPEC member
Kazakhstan said on Monday it would struggle to
join any new deal on the old terms, as its own
output was set to jump. Oman said it fully
supported the idea of a nine-month extension.
"There has been a marked reduction to the
inventories, but we're not where we want to be in
reaching the five-year average," Falih told a
briefing in Beijing alongside Novak. "We've come
to the conclusion that the agreement needs to be
extended."
The briefing took place as Russian President
Vladimir Putin was in Beijing on an official visit.
Putin, Russia's ultimate decision-maker, said he
had recently met with the biggest Russian oil firms
and they backed a nine-month extension.
Russia and Saudi Arabia heavily depend on oil
revenues. Last year they agreed the first joint
output cuts in 15 years despite major political
differences, including their support for opposite
sides in the Syrian war.
Saudi, the de facto leader of OPEC, and Russia, the
world's biggest producer, together control a fifth
of global supplies. Their latest joint action was
spurred by oil prices dropping to under $50 per
barrel, below their budget needs.
So far, OPEC producers have not yet debated
whether to deepen the cuts from July, OPEC
sources told Reuters. If producers maintain their
cuts at the current pace, it could push the market
into a small deficit by the fourth quarter, said
Edward Bell, director of commodity research at
Emirates NBD in Dubai.
http://www.reuters.com/article/us-opec-saudi-russiaidUSKCN18B06K
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Trump eyes $270bn win with Saudi Arabia
deal
15 May 2017

The US and Saudi Arabia are working on a package
of arms deals and financial investments aimed at
elevating economic and security co-operation
after years of strained relations over the US
diplomatic outreach to Iran.
The potential deals, coupled with US President
Donald Trump’s arrival in Saudi Arabia this week
for his first trip outside the US since taking office,
include a missile-defence system and heavy arms
the Obama administration either refused to sell to
Saudi Arabia or pulled back from amid concerns
about Riyadh’s role in the conflict in Yemen,
according to US and Saudi officials. The arms deal
is taking shape as the US tries to encourage a
longtime Middle Eastern ally to take the lead on
regional security but without alienating Israel,
another critical friend in the region.
Part of Mr Trump’s goal is to get the Gulf states,
principally Saudi Arabia, to help him achieve a
peace agreement between the Israelis and
Palestinians. Mr Trump is scheduled to visit Israel
after his stop in Riyadh. A senior US official said
“every system that we’re talking about” with the
Saudis maintains Israel’s military advantage over
its neighbours, known as its qualitative military
edge. Israel is not objecting to the US selling an
anti-missile system, known as THAAD, to Saudi
Arabia, US officials said.
The President is seeking new co-operation with
Saudi Arabia on the fight against Islamic State and
countering Iran’s influence in the region, US
officials have said. “You’re going to see on this trip
some steps toward beefing up and, maybe even
down the road, formalising, a security
arrangement with Gulf states, Arab states and the
United States,” an official said.
Discussions over arms sales have been assigned
higher priority over economic initiatives as the two
governments aim to complete a deal ahead of Mr
Trump’s visit to Riyadh on Saturday (AEST). “That’s
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the easy part,” a senior US official said of economic
talks. “The security stuff is harder.”
The governments have appealed to each other’s
top priorities, with Saudi officials promising to
invest $US200 billion ($270bn) in the US, and the
White House committing to allow the new arms
sales to Riyadh.
Driving the outreach are the Saudi king’s son,
Deputy Crown Prince Mohammad bin Salman, 31,
and Mr Trump’s son-in-law and adviser Jared
Kushner, 36. Mr Kushner co-ordinates the policy
with the National Security Council, the State
Department and the Pentagon. “The Saudis know
that the person who is trying to get Trump on our
side is Kushner,” said Saudi businessman and
commentator Ahmed al-Ibrahim. “He is the guy
who has the Middle East portfolio.”
Mr Trump’s premium on developing personal
relationships with his counterparts is an -approach
the Saudis felt was missing with the Obama
administration. In turn, King Salman last month
named another son, Prince Khaled bin Salman, as
the new Saudi ambassador to Washington.
The monarchy in Saudi Arabia saw the election of
Mr Trump as an opportunity to reset ties with its
most important strategic ally after relations soured
during Barack Obama’s two terms in the White
House, largely because of differences over policy
in the Middle East.
The monarchy felt betrayed by the Mr Obama’s
conciliatory approach toward Riyadh’s top foe,
Iran, which culminated in the 2015 deal with
Tehran to restrain its -nuclear program in
exchange for lifting economic sanctions. “The
narrative of the Obama administration was that
Saudi Arabia and Iran must share the region,” said
Mohammed Alyahya, a Saudi analyst and nonresident fellow at the Atlantic Council. “The Trump
administration is very clear that it will put allies
first.”
Saudi officials quickly reached out to Mr Trump’s
aides after the November election to lay the
groundwork for renewed ties. “The Saudis have
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been bending over backwards to try to strike a
positive relationship with the President,” said Jon
Alterman, -director of the Middle East program at
the Centre for Strategic and International Studies.
“I think if he asked the Saudis for things he’d get a
lot more than President Obama would have
gotten.”
US Defence Secretary Jim Mattis noted the shift
during a recent trip to Riyadh, saying “with a spirit
of co-operation, we can overcome any past
frustrations”. When Prince Mohammad visited the
White House on March 14, he presided over a 20slide Power-Point presentation that outlined,
among other things, his government’s plans to
invest $US200bn in the US economy.
His pitch, described by US and Arab officials, also
showed Riyadh’s plans to open business
opportunities for US companies in Saudi Arabia,
for stepped-up counter-terrorism operations and
support for the Trump administration’s renewed
campaign to forge a peace agreement between
Israel and the Palestinians.
The presentation was created for Saudi Arabia by
the US consulting firm Booz Alan Hamilton, the
officials said. It was designed “to have the
maximum” impact on Mr Trump, who campaigned
on bringing jobs back to disadvantaged US states,
particularly in the Midwest, said one Arab official.
http://www.washingtontimes.com/news/2017/may/14/d
onald-trump-puts-saudi-arabia-at-top-ofitinerary/?utm_source=RSS_Feedutm_medium=RSS

Saudi Telecom denies systems affected by
WannaCry ransomware
15 May 2017

Saudi Telecom Co(STC) has denied that its systems
were affected by the ransomware virus that has
spread across 150 countries since Friday,
responding to photos circulated on social media
claiming to show infected STC computers. The
photos showed desktop computers displaying the
hallmark red window of the WannaCry virus that
has locked up more than 200,000 computers
worldwide. In one photo, multiple computers are
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shown displaying the red windows in what appears
to be a large operations room with an STC logo
visible in the background. "The company clarifies
that its networks and systems were not affected,
thank God, and further that what was shown in the
media relates to some personal devices which
specialised technical teams will address," Saudi
Arabia's biggest telecoms operator said in a
statement on Sunday
http://telecom.economictimes.indiatimes.com/news/sau
di-telecom-denies-systems-affected-by-wannacryransomware/58678043

Hilton set to combine
business in Makkah

religion

and

15 May 2017

The Hilton hotel that just opened in Makkah is
looking to put its own stamp on the city. “What
we’re trying to do is change the image of Makkah,”
Allaf says. “Makkah has always been known as a
religious destination. Now, we’re trying to
introduce the concept of combining both the
performance of umrah and hajj, and specifically
umrah, with a business event. Guests are now able
to enjoy the comprehensive meeting and business
facilities and perform their religious duties with a
visit to the great mosque.” The five-star Hilton
Makkah Convention Hotel, which had a soft
opening on April 1, is one of Saudi’s largest
hospitality properties, boasting 764 rooms and
suits, the majority of which have spectacular views
of the Great Mosque of Makkah that surrounds
Kaaba.
The hotel has eight additional multi-purpose
meeting and board rooms as well as the all-daydining Al Mustafa restaurant, which can seat 1,000
guests; Sahtein, a Lebanese fine dining restaurant;
and the Malaysian Indian restaurant, Azure, taking
the total food and beverage capacity to 2,000.
One of the most significant partnerships for Hilton
Makkah has been with the Saudi government, both
in terms of hiring the hotel’s facility, and in
promoting the city. “For the government, this is
very exciting and new because now we’re able to
reposition Makkah, to give it a different

38

15 May 2017

perspective,” he says. “There’s an opportunity to
drive more business to Makkah, commercially this
is the idea. At the same time this gives us an
opportunity to recruit more of Saudi’s talent. What
we pride ourselves on as a property is that we’re
aiming at a minimum of 40 percent Saudisation
ratio at our hotel.” Hilton has sought to recruit the
finest Saudi talent from hospitality schools and
trading schools. Significantly, Allaf is keen to
increase the female employee ratio at the hotel.
A recent study by Al Jazira Capital that was
reported in the Saudi press has predicted that
religious tourism in Saudi Arabia is set to increase
from last year’s total of 17.5 million, to about 30
million by 2025. It also stated that could lead to
investments in the city’s infrastructure projects,
such as the expansion of Prince Mohammad bin
Abdulaziz Airport and Makkah Metro. Naturally,
the number of hotels is set to spike.
“If I may focus on Hilton, we’re still expanding,
we’re probably the company that has the largest
number of hotels coming to the Middle East and
specifically to KSA,” Allaf says. “In Makkah, Hilton
Makkah was the latest addition, but we still have
several more properties coming to the market. So
we’re looking at anything from 4,000 to 6,000
rooms coming only from Hilton, over the next
three to four years.” Among the major properties
will be a Hilton Double Tree and Hampton by
Hilton.
http://www.arabianbusiness.com/hilton-set-combinereligion-business-in-makkah-674004.html

Aramco boosts fuel trading in fight for
Asia, Africa sales
15 May 2017

Saudi Aramco is seeking to boost its fuel-trading
volume by more than a third as the world’s biggest
crude exporter expands its capacity to refine oil to
grab a bigger share of growing markets in Asia and
Africa.
Aramco is building refineries in the kingdom and
in Asia to help it increase sales and purchases of
gasoline, diesel and other products to more than
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2mn bpd, said Ibrahim al-Buainain, chief executive
officer of Saudi Aramco’s trading unit, Saudi
Aramco Products Trading Co. Owning refineries
gives the unit, known as Aramco Trading Co,
options for buying and selling fuel that some of its
competitors don’t have.
Aramco has stakes in 5.4mn bpd of refining
capacity, from Saudi Arabia to South Korea to the
US. The company targets doubling that capacity
within a decade even as it battles other crude
producers for market share. Such an increase
would make Aramco the biggest crude processor.
It’s pursuing the expansion while also planning an
initial public offering, which the government
asserts will be the world’s largest.
Aramco Trading, or ATC, benefits from its parent’s
global network of refineries and access to tankers
and storage sites, and it currently trades 1.5mn
bpd, al-Buainain said. It has 2.6mn barrels of
storage capacity at the UAE port of Fujairah and
1mn barrels of storage at Yanbu on the Saudi Red
Sea coast, he said. The company also blends fuels
at those facilities to better meet customers’
requirements, he said.
Aramco Trading, which started operating in 2012,
will reach its targeted volume once its parent
completes refining projects including a facility at
Jazan on the Red Sea and some international
ventures, al-Buainain said. He didn’t specify a date
for achieving the target. Aramco has said the
400,000-bpd Jazan refinery will start next year.
While about two-thirds of Aramco Trading’s
transactions go toward supplying the Saudi
domestic market and selling its parent’s refinery
output, al-Buainain said he sees opportunities
elsewhere in the Middle East as well as in Africa
and Asia.
Saudi Arabia has reduced crude output this year as
it leads an international effort to curb oversupply.
The kingdom pumped 10mn bpd in March
compared with 10.48mn in December, according
to data compiled by Bloomberg.
http://www.gulf-times.com/story/548083/Aramcoboosts-fuel-trading-in-fight-for-Asia-Afric
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ACWA to set up $2.2bn power plant in
Luxor
15 May 2017

Saudi Arabia-based Acwa Power has obtained the
green signal from Egypt’s Ministry of Electricity to
establish a power plant with a capacity of 2,250
MW at a cost of $2.2 billion in Luxor, a report said.
The ministry negotiated with Luxor governorate to
allocate the required land for the project on a
usufruct system for 25 years, reported Daily News
Egypt.
Under the state guarantee, the government is
obliged to pay the company’s dues if the Ministry
of Electricity fails to pay, it added. The ministry will
sign four agreements with Acwa Power regarding
purchasing the energy produced by the project as
well as organising the gas supply, state
guarantees, and the usufruct system, the report
said, citing sources. The ministry seeks to complete
the agreements in the middle of next year.
Hassan Allam Construction will provide 25 per cent
of total investments to Dayrut power plant, while
General Electric (GE) and Chinese Sepco will supply
and install all equipment for the project. The new
power plant will consist of three units with a
capacity of 750MW each, operating on a combined
cycle system.
http://www.tradearabia.com/news/OGN_324940.html
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