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SAUDI ARABIA – US, COOPERATION BASED ON REGIONAL THREATS OR FINANCIAL INCENTIVES?
STRATEGIC
UPDATE
ANALYSIS

The meeting between US president Donald Trump
and Saudi Deputy Crown Prince and Minister of
Defense Mohammed bin Salman has been making
headlines. The cracks between the US and Saudi
Arabia, largely caused by the lack of visibility of US
strategy in the Middle East under former US president Obama, and the perceived support by Washington of the Arab Spring opposition forces, which
have set the region in flames, have taken its toll.
Still, the election of Trump was partly supported by
most Arab States, as a more hardline military approach of Washington with regards to Russia’s involvement in Syria, and the growing encroachment
of Iran on Arab soil, was expected.
Saudi Arabia’s official reactions to the election of
Trump have been positive, but no real diplomatic
offensive has been put in place to mend the broken relationship since now. The visit of Mohammed bin Salman to Washington, especially during
the visit of the Saudi King to Asian countries, such
as China, Japan and Indonesia, showed a willingness in Riyadh to open up to a more positive relationship with Washington. The first reactions have
been very promising, most analysts agree that the
meeting between the two leaders has confirmed
that the new government in Washington sees Riyadh as a critical partner for both security and investment.
Officially, the redline in the talks between US and
Saudi leaders, and their followers, has been the
fight against extremism. Trump always has been
eager to promote himself as a leader willing to
fight "radical Islamic terrorism". The US president
also has recognized the Saudi leadership as the
primary conduit to the Muslim world. As one Saudi
analyst stated, Trump and Prince Mohammed bin
Salman have met to “make the plan for the Middle
East" together. The discussions have largely focused on ways to counter Shiite Iran and the
ISIS/Daesh. Leaders in Sunni-dominated Saudi
Arabia have welcomed the Trump administration's
views toward their regional rival Iran. In stark contrast to the Obama Administration, Trump has
been always very opposed to the July 2015 nuclear
deal (P5+1) with Iran. In a reaction the last days,
US Defence Secretary Jim Mattis has described Iran
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as "the biggest destabilizing force in the Middle
East".
Washington also has reiterated that it will support
Saudi Arabia by all means for its operations in the
Arab military coalition. Riyadh has for two years led
the latter assisting the Yemeni government against
Iran-backed insurgents. The last days Washington
also has indicated that it will increase military assistance to the Saudi coalition and to the Kingdom
in particular. In the media, both sides have reiterated that Riyadh is a critical strategic partner of
Washington in the region.
Still, the visit of Mohammed bin Salman, and his
vast diplomatic, military and business entourage,
was not only meant to reinforce bilateral cooperation or the fight against common enemies. The
deputy crown prince also has been heading to
Washington to address Trump and investors in
New York with regards to the Saudi Aramco IPO
and the implementation of Saudi Vision 2030. The
future of the Saudi prince could be depending on
the success of the implementation of both. He has
been leading an effort to transform and diversify
the Saudi economy to reduce its dependence on
oil revenues. At the same time, his plans entail an
opening up of the Saudi economy to foreign investors and increased Saudi investments abroad.
Next to the ongoing immense investment schemes
in Asia, as shown by the deals made during the visit
of King Salman, Mohammed bin Salman has promised billions to go to the US. The needed funds will
have to generate from the initial public offering in
2018 of 5 percent of the state oil company, Saudi
Aramco. Discussions behind closed doors in Washington and New York will have been also been held
to discuss the listing of the IPO on the NYSE. Mohammed bin Salman’s entourage will for sure have
addressed one main issue regarding this IPO listing, the effect of the Justice Against Sponsors of
Terrorism Act (JASTA), or the so-called 9/11 Terror
Victims Law. Several Saudi high ranking officials
the last days have openly stated that Riyadh was
not happy with the bill, and asked Trump to repeal
it. Saudi minister of energy Khalid al Falih stated it
on March 17. The law holds foreign governments
responsible for terrorism acts committed by their
nationals. The law, if put into action, could not only
threaten Saudi Arabian investments in the US, but
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also prevent Aramco’s IPO to be listed on NYSE.
The risk of having Saudi strategic financial reserves
being kidnapped by plaintiffs in the US would be
too high. Riyadh could be forced to list the IPO on
other Asian and European stock exchanges, while
leaving NYSE behind.
For the US, this could be an unexpected blow. Mohammed bin Salman, as is shown by his current investment spree, is partly trying to intertwine the
Saudi economy even more with US. The latter not
only to solidify the US-Saudi strategic partnership
but also to be able to access US high tech or strategic defense technologies to transfer them to the
Saudi market. Trump, if taking into consideration
the vast options available in or by Saudi Arabia,
should be more than willing to repeal JASTA, as
thousands of jobs could now be created by Saudi
investments in the coming years. As the Saudi energy minister already stated, Saudi Arabia (aka Mohammed bin Salman) is very interested to invest
heavily in US infrastructure projects, which is one
of the election promises of Trump. The Financial
Times already reported that Saudi Arabia could be
investing around $200 billion in the US in the coming years. At present, Riyadh via its vast financial
network of sovereign wealth funds and banks has
already invested $1 trillion in the US. Saudi Aramco and petrochemical giant SABIC also are part
of this network.
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Both parties at present seem to understand the
possibility of a symbiotic partnership. The combination of regional and geopolitical threats (Syria,
Iran, Russia) and increase financial incentives (Aramco IPO, SWFs) is a breeding ground for success
if addressed the right way. Washington should
however understand that the Kingdom is not on its
knees. Mohammed bin Salman will not be begging for support from Washington, even if threatened by internal or external adversaries. The end
of the Pax Americana, and a bipolar world, has
opened up enough options for empowerment to
the Saudis that this time Washington should
sweeten its proposals and entice Saudi rulers and
investors to be positive about the US options available. This time Mohammed has come to the
Mountain, next time (especially after the huge success of King Salman’s Asia trip) the Mountain
should be willing to come to Mohammed. Otherwise the Arab promise could be heading to the
Bear or the Tiger.
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Saudi to sign deals with Bahrain worth
$533mln

GCC mobile phone market rebounds after
2016 slump

(19 March 2017)

(18 March 2017)

Saudi Arabia will sign nine agreements with Bahrain on funding projects worth SAR2 billion
(US$533 million) in the housing, roads, water, electricity and other infrastructure sectors in Bahrain.
The projects will be funded by grants from Saudi
Arabia, as part of the efforts by the members of the
Gulf Cooperation Council to drive development in
Bahrain. On 14th June, 2015, the Saudi Fund for
Development signed four agreements with Bahrain giving a grant of $760 million to fund Bahrain's
infrastructure development.

The GCC mobile phone market returned to growth
in the final quarter of 2016 after suffering three
consecutive quarter-on-quarter declines, according to the International Data Corporation (IDC).
IDC stated that the region saw the shipment of
5.98 million units in Q4, up 7.7 percent on the previous quarter. When viewed year on year, however,
the shipment numbers for Q4 were still down by
30.5 percent. IDC said that "Saudi Arabia, which
had suffered the worst declines in previous quarters, saw a reversal of fortunes in Q4 by posting the
region's highest increase at 11.9 percent”.

http://www.arabianbusiness.com/saudi-sign-deals-withbahrain-worth-533mln-667480.html

Iranian haj pilgrim arrangement complete
Saudi Arabia
(18 March 2017)

http://www.arabianbusiness.com/gcc-mobile-phonemarket-rebounds-after-2016-slump-666317.html

First female hotel manager appointed Rezidor Saudi Arabia
(16 March 2017)

Saudi Arabia has completed all necessary arrangements for Iranian pilgrims to attend the annual haj
pilgrimage, the official SPA news agency said.
Saudi Arabia and Iran have been on loggerheads
with regards to the issue. SPA stated that the arrangements were completed after a meeting took
place with an Iranian delegation on February 23.
Iran stated on March 5 that the country would
send around 80,000 pilgrims this year. Relations
between mainly Shi'ite Muslim Iran and Sunni
Saudi Arabia, which back rival sides in several Middle East conflicts, worsened after hundreds of people including Iranians died in a crush at the 2015
event. 769 pilgrims were killed in the 2015 disaster.
Ties worsened further when Sunni-ruled Saudi
Arabia executed a Shi'ite cleric in January 2016, angry Iranian protesters stormed the Saudi embassy
in Tehran, and Riyadh severed diplomatic relations.
http://www.arabianbusiness.com/saudi-arabia-says-arrangements-complete-for-iranian-haj-pilgrims667403.html
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Maram Kokandi will be in charge of a new Park Inn
by Radisson hotel in Jeddah, scheduled to open
later this year. Global hospitality operator Rezidor
announced that it has appointed the first female
hotel general manager in the country. The appointment comes at a time when reforms are
slowly changing women's lives in one of the
world's most gender-segregated countries, where
women live under the supervision of a male guardian and cannot drive.
Kokandi studied hospitality management in the
United Kingdom before moving back to the Middle East region, taking up various hospitality roles
in Saudi Arabia. Saudi Arabia is a key growth market for Rezidor. The group has 30 hotels and over
6,000 rooms in operation and in development.
http://www.arabianbusiness.com/rezidor-appointssaudi-arabia-s-first-female-hotel-manager-667298.html
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Saudi cement producers to cut output on
market oversupply
(20 March 2017)

Saudi cement producers are set to reduce productivity by 12 percent and lay off staff, AlJazeera
newspaper reported, citing Jihad Al-Rashid, head
of the National Committee of Cement Producers.
The move is aimed at increasing efficiency and improving quality, as the market is currently saturated with oversupply, he said. Aggregated sales of
17 listed Saudi cement companies dropped 25
percent to 4.09 million tons in February 2017, from
5.44 million tons in February 2016, data compiled
by Argaam showed.
Fiscal austerity measures and a slowdown in construction activity have weighed on the sector, with
cement dispatches declining 25 percent year-onyear in and 15.7 percent month-on-month in February, according to a recent report by Aljazira Capital.
http://www.argaam.com/en/article/articledetail/id/475780

4% growth Gulf petchem industry 2016 on
higher Saudi output
(20 March 2017)

The petrochemical industry in the GCC grew 3.7
percent in 2016 reaching 150 million tons of capacity, mainly driven by Saudi Arabia, the Gulf Petrochemicals and Chemicals Association reports.
Growth in the region outpaced the global average
of 2.2 percent, the report said. “The industry’s
growth is largely due to new capacity added in
Saudi Arabia, the region’s largest petrochemical
producer with 99.1 million tons of capacity, representing a 66 percent share of regional capacity.”
Feedstock supply constraints and the global economic downturn weighed on the industry last year,
compared to 2015, when the growth rate was 5
percent.
However, new projects in the region indicate a
positive outlook, such as the $20 billion Sadara
Chemical joint venture between Saudi Aramco and
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Dow, and the KEMYA Elastomer Plant, an affiliate
of SABIC and ExxonMobil Chemicals.
Meanwhile, chemicals capacity utilization in the
GCC has been over 90 percent over the past five
years, twelve percentage points above the global
industry’s utilization average of 78 percent in 2016.
In 2016, projects worth $13 billion were announced in the GCC, scheduled to come online between 2020 and 2024, adding eight million tons
production capacity.
http://www.argaam.com/en/article/articledetail/id/475767

MOUs signed Aramco China’s Norinco,
Aerosun
(20 March 2017)

Saudi Aramco has signed two memoranda of understanding (MOU) with China North Industries
Corporation (Norinco Group) and Aerosun Corporation on the sidelines of China Development Forum 2017, the company said in a statement. Aramco’s agreement with Norinco aims to explore
further strategic cooperation and investment opportunities in China, including the development of
refinery and chemical facilities. The MoU with
Aerosun involves manufacturing of reinforced
thermoplastic (RTP) pipe as well as research and
development. Earlier, Saudi Basic Industries Corp
(SABIC) and Sinopec, also agreed to develop petrochemical projects in both countries.
http://www.argaam.com/en/article/articledetail/id/475693

IPO end 2017 targeted Samnan Trading
(19 March 2017)

Saudi company Samnan Trading and Maintenance
Co. is looking to file for an initial public offering
(IPO) on the Saudi Stock Exchange (Tadawul) after
eight months, Al-Riyadh newspaper reported, citing Abdulrahman bin Abdulaziz bin Sulaiman, the
chief executive officer. Riyadh-based Samnan’s
planned share offer is aimed at boosting its market
presence, increasing investments and implementing strategic plans.
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In 2011, Samnan consolidated its operations and
converted from a holding company into a SAR 200
million joint stock company. It set up limited liability companies, including Samnan for Water Solutions, Sanum AlJazeera Company for Projects Ltd.,
Miyah Co. for Water and Waste Water Technology,
and Samnan Real Estate Investment. Last week, Riyadh-based Samnan appointed Alawwal Invest as
financial advisor for its potential IPO.
http://www.argaam.com/en/article/articledetail/id/475563

Saudi government hospitals heading for
privatization
(19 March 2017)

Saudi Arabia’s health ministry is planning to privatize all state-run hospitals by establishing new firms
to own and operate the facilities, Al-Hayat newspaper reported. The move comes as part of the
kingdom’s plans to improve the quality of medical
services and rationalize costs. Saudi Arabia is looking to privatize several state-run entities and economic sector as part of broader fiscal reforms under its Vision 2030 initiative. The kingdom also expects to privatize 27 Saudi airports by mid-2018, it
was reported last month.
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Saudi Holdings of US Treasuries
Value
Month
Change
(USD bln)
July 2015
110.1
0.6
August
112.8
2.7
September
October
November

112.3
113.0
114.7

-0.5
0.7
1.7

December
January 2016

118.9
123.6

4.2
4.7

February
March
April

119.8
116.8
113.0

-3.8
-3.0
-3.8

May
June

103.7
98.3

-9.3
-5.4

July
August
September

96.5
93.0
89.4

-1.8
-3.5
-3.6

October
November
December

96.7
100.1
102.8

7.3
3.4
2.7

January 2017

112.3

9.5

http://www.argaam.com/en/article/articledetail/id/475454

http://www.argaam.com/en/article/articledetail/id/475536

US Treasures holdings Saudi Arabia up
January
(18 March 2017)

Saudi Arabia’s holdings of US Treasuries grew for
the fourth month in a row to $112.3 billion, adding
$9.5 billion, at the end of January, new data released by the US Treasury showed. The kingdom
ranked as the 12th largest holder of US debt in January. Japan and China topped the list with $1.10
trillion and $1.05 trillion, respectively. The kingdom’s holdings of US paper peaked at $123.6 billion in January 2016. Meanwhile, the United Arab
Emirates (UAE) increased its holding by $600 million to $61.2 billion.

Saudi Arabia eyes becoming global leader
in renewables
(20 March 2017)

Saudi Arabia is moving toward achieving its ultimate goal of becoming not only a world leader,
but also an exporter of renewable energy with
government investments of $30-$50 billion by
2023. As the Kingdom moves to reduce its reliance
on oil as the main source of energy, turning the
National Renewable Energy Program’s (NREP) objectives into reality is increasingly becoming a necessity. The program comes at a time when “everybody wants to get into clean energy” making it a
good time to invest more in it, Turki Al-Shehri,
head of the NREP told Arab News.
Energy Minister Khalid Al-Falih launched the NREP
in July 2016. The program, which falls under the
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Ministry of Energy, Industry and Mineral Resources, is working toward achieving the target of
3.45 Gigawatts (GW) of renewables by 2020 and
9.5GW by 2023 stipulated in Saudi Vision 2030.

Oracle in the Middle East, Africa, Turkey and Central Asia, told Al-Riyadh daily that investment in
the IT sector is of vital importance to the Kingdom
to proceed with its plans to diversify the economy
and create new job opportunities for youths.

The ministry works with organizations that have already been involved in projects in the same field.
These include King Abdullah City for Atomic and
Renewable Energy (KACARE), King Abdullah City
for Science and Technology (KACST), Aramco, the
Saudi Electricity Co. (SEC), and the Electricity and
Cogeneration Regulatory Authority (ECRA).

http://www.arabnews.com/node/1070491/saudi-arabia

As the project is still in its early stages, communication is taking place with local and international
parties that can contribute to it. The ministry was
accepting proposals for its first round of requests
for qualifications (RFQ) until 20 March.
Last month, Renewable Energy Project Development Office (REPDO) provided an opportunity for
regional and international developers with expertise in renewables to contribute to the NREP by
bidding for 700 megawatts (MW) of the project.
Over 400 candidates from some 35 countries have
registered so far. The pre-qualified bidders will be
announced on April 10 before they enter the first
round of the request for proposal (RFP) stage. The
winning bidders are expected to be awarded in
September.
According to a 2016 report by the International
Renewable Energy Agency (IRENA), achieving Gulf
Cooperation Council (GCC) renewable energy targets could create an average of 140,000 direct jobs
per year.
http://www.arabnews.com/node/1071091/saudi-arabia

IT spending in Saudi Arabia to hit SR28 billion in 2017
(19 March 2017)

The volume of spending on information technology (IT) in the Kingdom is expected to hit $7.5bn
(SR28bn) in the current year, local media said
quoting an official of the Oracle Company.
Abulrahman Al-Zihaiban, senior vice president of
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Islamic banks in GCC likely to outperform
conventional counterparts: Report
(18 March 2017)

The profitability of Islamic banks in the Gulf Cooperation Council (GCC) is likely to outpace that of
their conventional peers for the second consecutive year in 2017 on the back of stronger margins
and the resilient cost of risk, said a report issued
by Moody’s Investors Service. According to the report, Islamic banks have become more profitable
than their conventional counterparts in 2016 after
trailing for five years.
Analysts at Moody’s said that Islamic banks perform better primarily as a result of their low funding costs, which reflect their reliance on largely stable current and savings account balances. “Islamic
banks also tend to have higher asset yields, given
their focus on retail and the real estate-related
lending,” the report said. Moody’s expects that Islamic banks will retain a margin advantage of
about 40 basis points over conventional banks in
2017. Islamic banks’ net profit margins are analogous to conventional banks’ net interest margins.
http://www.arabnews.com/node/1069986/businesseconomy

MENA energy investments could reach
$1trln in 5 years
(20 March 2017)

Total energy investments in the Middle East and
North Africa could approach the US$1 trillion mark
over the course of five years, according to the latest edition of the MENA Energy Investments Outlook published by the Arab Petroleum Investments
Corporation, APICORP. This is in spite of uncertainties that have been clouding the regional outlook.
While global investments in the industry continued
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their decline in 2016, down by 24 percent as compared to 2015, the MENA region is expected to see
an increase of 7 percent in energy investment activity compared to data of the previous year.
A total of US$337 billion had already been committed to projects under execution at the end of
the previous year. With an additional US$622 billion worth of developments in the planning stage,
the committed and planned investments could
add up to US$959 billion over a five-year period,
compared to US$900 billion in 2015. Planned investments increased by 2 percent, whereas committed investments increased by 17 percent. This
represents the transition of some projects and investments from the planned to committed phase.
The total of US$337 billion of committed investments for the five-year period is divided into investments in the oil sector at US$121 billion, gas
investments at US$108 billion, power investments
at US$91 billion and chemicals at US$17 billion.
The GCC represents US$174 billion in committed
investments, more than 50 percent of the MENA
total.
Among the US$622 billion worth of planned investments over a five-year period, the power sector accounts for the largest share at US$207 billion.
The oil and gas sector will represent US$195 billion
and US$159 billion respectively, with the remaining investments in petrochemicals. The APICORP
report reveals that, at US$289 billion, projects under study constitute the largest portion of planned
investments.
http://www.zawya.com/mena/en/story/MENA_energy_investments_could_reach_1trln_in_5_yearsWAM20170320102026766/
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