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DOHA: Long-term oil market fundamentals
remain robust but prolonged low prices could
threaten security of supply and pave the way
for a price spike, Saudi Arabia’s vice oil minister
said yesterday.

The world’s largest crude exporter will con-
tinue investing in its oil and gas sector, Prince
Abdulaziz bin Salman said in a speech at an
Asian energy conference in the Qatari capital
Doha.

“Supply and demand patterns indicate that
the long-term fundamentals of the oil com-
plex remain robust,” he said. The comments
suggest OPEC heavyweight Saudi Arabia is
satisfied with its strategy of not cutting pro-
duction and allowing low prices to reduce

supplies, without losing market share to com-
petitors.

Oil prices, at around $47 a barrel, have
more than halved since July 2014 on ample
supplies.

The Organization of the Petroleum
Exporting Countries meets to review policy on
Dec 4. Two other OPEC officials yesterday
made upbeat comments about the 2016 out-
look, suggesting big changes are unlikely.
Prince Abdulaziz said cuts in oil industry
investment elsewhere in the world would lead
to a drop in crude supplies from non-OPEC
countries in 2016 and beyond that was unlike-
ly to be reversed. Meanwhile, growth in
demand fuelled mainly by Asia would remain

strong, though slower than in the past.
“Non-OPEC supply is expected to fall in

2016, only one year after the deep cuts in
investment,” he said. “Beyond 2016, the fall in
non-OPEC supply is likely to accelerate, as the
cancellation and postponement of projects
will start feeding into future supplies, and the
impact of previous record investments on oil
output starts to fade away.”

Prince Abdulaziz said a prolonged period of
low oil prices was unsustainable, warning it
could “reduce the resilience of the oil industry,
undermining the future security of supply and
setting the scene for another sharp price rise”.

“Just as the assertions, heard a few years
ago - that the oil price would reach $200 a bar-

rel - were proved wrong, so the recent asser-
tion that the oil price has shifted to a new low
structural equilibrium will also turn out to
have been wrong.”

CONTINUING TO INVEST
Oil companies around the world have

deferred some $200 billion worth of projects
including complex, expensive ventures that
hold huge resources, such as Canadian oil
sands and deepwater projects in Africa and
southeast Asia. But Saudi Arabia appears keen
to send a message to the market that it is
moving ahead with its oil and gas projects.

“As a responsible and reliable producer
with a long-term horizon, the kingdom is com-

mitted to continue to invest in its oil and gas
sector, despite the drop in the oil price,” Prince
Abdulaziz said.

While Saudi Arabia sees a robust market
over the long term, OPEC has yet to complete
a review of its long-term strategy as members
disagree about the need to support a fair price
and boost revenue, delegates say. 

OPEC governors - officials representing the
member countries met last week at the
group’s Vienna headquarters to discuss the lat-
est draft of the long-term strategy document.

“We have not yet finished, next year
maybe,” said one delegate. “We need more
time. It won’t be discussed at the conference
in December.”  —Reuters

Saudi Arabia sees robust oil fundamentals 
OPEC market share steady as rival output falls

DUBAI: Women walk past a US-made F-16 fighter jet displayed at the Dubai Airshow yesterday in the Gulf Emirate. —AFP

KUWAIT: Fitch Ratings, the interna-
tional credit rating agency, affirmed
N a t i o n a l  B a n k  o f  K u w a i t ’s  ( N B K )
Lo n g - t e r m  I s s u e r  D e f a u l t  R a t i n g
( I D R )  a t  ‘A A - ’,  t h e  h i g h e s t  i n  t h e
Middle East and North Africa, with a
Stable Outlook. Fitch said that NBK’s
ratings underpins  its unique status
and systemic importance as the flag-
ship bank in Kuwait and dominant
franchise,  which suppor ts  i ts  rev-
enue generation capacity and ability
to finance better quality assets than
peers.

Fitch Also noted that NBK’s ratings
also factor in the bank’s strong man-
agement,  consistent  strategy and
solid funding profile. 

The agency also pointed out that
the Kuwaiti banks benefit from a fair-
ly  s table  operat ing envi ronment .
While the banks are not immune to
the fall in oil prices, Fitch believes
that the government’s capital spend-
ing plans  wi l l  par t ia l ly  of fset  the

pressures.  S everal  major  projec ts
have been awarded and financed in
2014 and 2015 which are providing
growth opportunities for the sector.  

NBK continues to enjoy collective-
ly the highest from the three interna-
tional rating agencies Moody’s, Fitch
Ratings and Standard and Poor’s. The
Bank’s ratings are supported by its
high capitalization, prudent lending
policies, and its disciplined approach
to risk management, in addition to
its highly recognized and very stable
management  team.  NBK was  a lso
named among Global Finance’s list of
the 50 safest banks in the world for
the tenth consecutive time.

NBK enjoys the widest  bank ing
presence with a local and interna-
tional network reaching 4 continents.
NBK’s international presence spans
many of the world’s leading financial
centers including New York, Europe,
GCC, Middle East, Singapore as well
as China (Shanghai).

Fitch affirms NBK’s long-term 
ratings at AA-, outlook stable

DUBAI: Egypt’s stock market went on sliding
yesterday because of fears of a currency deval-
uation and higher interest rates, while most
major Gulf markets rebounded.

The Egyptian equities index, which sank 2.6
percent on Sunday, lost a further 2.8 percent
yesterday. Strong US economic data at the
end of last week suggested a rate hike there
next month, pressuring the Egyptian pound.

Meanwhile, Egypt’s two largest state banks
launched Egyptian pound savings certificates
with a high 12.5 percent interest rate. Traders
speculated this could be part of preparations
for the central bank to abandon a slow, man-
aged depreciation of the pound and instead
engineer a large, one-off devaluation. Such an
approach might be positive for the stock mar-
ket in the long run by dealing decisively with a
hard currency shortage that has overshad-
owed the market for years.

But it would be risky; the central bank
might find it hard to stabilise the pound at a
lower level, and it might need to raise
domestic interest rates to deter fresh capital
outflows.

“Obviously, higher rates mean more pain to
leveraged companies, higher required rate of
return, and lower equity valuations,” Pharos
Securities said in a note. “We are biased to
conservatism and hence advise clients to
remain cautious.”

Yields rose only marginally yesterday at an
auction of five-and 10-year government

bonds, which was fully subscribed. But central
bank officials did not clarify their intentions
and the uncertainty pushed Egyptian debt
insurance costs up to 18-month highs.

Growing evidence that last week’s crash of
a Russian airliner in the Sinai was caused by a
bomb may add to pressure for currency
depreciation by hurting tourism revenues.
London-based Capital Economics estimated
Egypt’s tourism receipts could fall as much as
$3.5 billion in the next 12 months.

Shares in Commercial International Bank
tumbled 6.9 percent yesterday and property
developer Palm Hills Development fell 5.5 per-
cent. A few stocks that might benefit from cur-
rency depreciation rose. Alexandria Container
and Cargo Handling, which could win more
business if a weaker currency encourages for-
eign shippers to use its services, jumped 10
percent in its heaviest trade since June 2011.

Telecom Egypt, which as a telecommunica-
tions firm is seen as a defensive stock, outper-
formed, losing only 0.5 percent. 

GULF
The Saudi stock index, which had dropped

0.6 percent on Sunday in response to the US
interest rate threat, bounced from technical
support at its August low of 6,921 points. It
climbed 1.3 percent to 7,105 points.
Petrochemical blue chip Saudi Basic Industries
jumped 3.1 percent and insurer SABB Takaful
added 4.9 percent. 

Saudi Printing and Packaging, which began
tumbling on Thursday as a bubble in the stock
burst, swung wildly. It plunged a further 10
percent in early trade but closed 10 percent
higher. Saudi central bank governor Fahad al-
Mubarak sought to reassure the financial mar-
kets yesterday, telling Ekhbariya Television
that commercial banks had plenty of spare
cash and a recent rise in money rates was
partly due to seasonal factors.

The three-month Saudi interbank offered
rate jumped to 1.00375 percent on Monday,
its highest level since 2009, from around 0.78
percent in late July, boosted by the drain on
liquidity from government bond issues to cov-
er a huge budget deficit caused by low oil
prices. 

The Dubai stock index, which sank 3 per-
cent on Sunday, rebounded 1.0 percent.
Emaar Properties added 1.5 percent.
But healthcare and education investment
company Amanat Holdings, which listed last
November, fell 0.9 percent after reporting a
net profit of 7 million dirhams ($1.9 million)
for the nine months through September. The
vast bulk of its earnings came from profits
on Islamic deposits rather than investments
in other companies. Abu Dhabi’s index rose
0.8 percent as Aldar Properties, the most
heavily traded stock, rebounded 2.6 percent.
Qatar fell 0.5 percent, however, as petro-
chemical producer Industries Qatar slid 1.3
percent. —Reuters

Egyptian market keeps 
sliding on forex fears
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