
PEDERNALES: A mother and her children in a shelter in Pedernales, Ecuador.  A 6.1-magnitude earthquake struck off the
coast of Ecuador on Wednesday, sowing new panic four days after a powerful quake killed more than 500 people and
injured more than 5,000. — AFP 
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PEDERNALES: Ecuador will temporarily
increase some taxes, sell assets, and
may issue new bonds on the interna-
tional market to fund a multi-billion
dollar reconstruction after a devastat-
ing 7.8 magnitude quake, a somber
President Rafael Correa said. The death
toll from Ecuador’s weekend earth-
quake neared 600 and rescue missions
ebbed as the traumatized Andean
nation braced itself for long and costly
rebuilding. “It’s hard to imagine the
magnitude of the tragedy. Every time
we visit a place, there are more prob-
lems,” Correa said, fresh from touring
the disaster zone.

The leftist leader estimated the dis-
aster had inflicted $2 billion to $3 bil-
lion of damage and could knock 2 to 3
percentage points off growth, meaning
the economy wil l  almost certainly
shrink this year. Lower oil revenue had
already left the poor nation of 16 mil-
lion people facing near-zero growth
and lower investment. In addition to
$600 million in credit from multilateral
lenders,  Correa,  an economist,
announced a raft of measures to help
repair homes, roads, and bridges along
the devastated Pacific Coast.

“We’re looking at the possibility of
issuing bonds on the international
market,” he said on Wednesday after-
noon,  without providing detai ls .
Ecuador had been saying before the
quake that current high yields would
make it too expensive to issue debt.
Yields on its bonds are close to 11 per-
centage points higher than compara-

ble US Treasury debt, according to
JPMorgan data, and creditors are likely
to be wary after the quake. Correa’s
government in 2008 defaulted on debt
with a similar yield, calling the value
unfair .  His  government has s ince
returned to Wall Street and Ecuador
currently has some $3.5 billion worth
of bonds in circulation.

In a nationally televised address lat-
er on Wednesday,  Correa also
announced the OPEC nation was
poised to shed assets. “The country has
many assets thanks to investment over
all these years and we will seek to sell
some of them to overcome these diffi-
cult  moments,”  he said.  He also
unveiled several  short-term tax
changes, including a 2-point increase
in the Valued Added Tax for a year, as
well as a “one-off 3 percent additional
contribution on profits,” although the
fine print was not immediately clear.
The VAT tax is currently 12 percent.
Additionally, a one-off tax of 0.9 per-
cent will be imposed on people with
wealth of over $1 million. Ecuadoreans
will also be asked to contribute one
day of salary, calculated on a sliding
scale based on income.

‘Food, please’
Briefly pausing talk of reconstruc-

tion and hindering rescuers, another
quake, of 6.2 magnitude, shook the
coast before dawn on Wednesday, ter-
rifying survivors. “You can’t imagine
what a fr ight it  was.  ‘Not again! ’  I
thought,”  said Maria Quinones in

Pedernales town, which bore the brunt
of Saturday’s disaster. That quake, the
worst in decades, killed 570 people,
injured 7,000 others, damaged close to
2,000 buildings, and forced over 24,000
survivors to seek refuge in shelters,
according to government tallies. 

Four days on, some isolated com-
munities struggled without water,
power or transport, as torn-up roads
stymied deliveries.  Along the coast,
stadiums served as morgues and aid
distribution centers. “I’m waiting for
medicines, diapers for my grandson,
we’re lacking everything,” said Ruth
Quiroz, 49, as she waited in an hour-
long line in front of a makeshift phar-
macy set up at the Pedernales stadium.
On a highway outside the town, some
children sat holding placards saying:
“Food, please.”

When a truck arr ived to deliver
water to the small town of San Jacinto,
hungry residents surrounded the vehi-
cle and hit it as they yelled: “We want
food!” Scores of foreign aid workers
and experts have arrived in the after-
math of Saturday’s disaster and about
14,000 security personnel have kept
order,  with only sporadic looting
reported.  But rescuers were losing
hope of finding anyone alive even as
relatives of the missing begged them
to keep looking. Speaking from the
highland capital, Quito, Correa said the
death toll would likely rise further,
although at a slower rate than in previ-
ous days. “May these tears fertilize the
soil of the future,” he said. — Reuters

Quake-hit Ecuador to 
hike taxes, sell assets 

International bond issue eyed

Oman picks 5 banks for
first international

bond in years 
DUBAI: The government of Oman has chosen five banks to
arrange the sultanate’s first international bond issue in
almost 20 years, sources aware of the matter said yesterday.
The upcoming US dollar-denominated issue comes as Oman,
like other Gulf states, looks to tap international bond markets
to shore up state finances pressured by low oil prices. Oman
has chosen Citi, JP Morgan, Mitsubishi UFJ Securities, Natixis
and National Bank of Abu Dhabi to arrange the bond, the
sources said, who spoke on condition of anonymity as the
information isn’t public. 

The Finance Ministry did not respond to a request for com-
ment. The sale will be structured to comply with Reg S/144a
regulations, meaning the transaction can be sold to investors
in the United States, and is targeted to happen in the second
quarter, according to the sources. However, other bankers
cautioned that given a truncated time frame in the second
quarter, with the holy month of Ramadan commencing in ear-
ly June, and the amount of work to be done to prepare an
offer after such a long absence from international markets, a
deal may not emerge until the third quarter. Reuters reported
in February that Oman was seeking to sell the bond in the sec-
ond quarter and had invited a small group of banks, most of
which had participated in the sultanate’s $1 billion sovereign
loan earlier in the year, to pitch for arranger roles.

One notable absentee from the bond arrangers is Gulf
International Bank, which was one of three banks - along with
Citi and Natixis - to underwrite the loan before it was sold to
other lenders. Oman, rated A3 by Moody’s and BBB- by
Standard & Poor’s, joins other Gulf sovereign issuers in tapping
international bond markets in 2016: Abu Dhabi is currently
meeting fixed income investors ahead of its first bond issue in
seven years, while Bahrain and Sharjah have already sold a
bond and a sukuk issue respectively this year.

Oil’s plunge since 2014 has hit Oman’s finances hard. Its state
budget swung to a deficit of 4.07 billion rials ($10.6 billion) in
the first 11 months of 2015 from a surplus of 233.4 million rials a
year earlier. To bridge the deficit, Oman has begun spending
cuts, tax rises and fuel subsidy reforms. The country has an
extended domestic borrowing programme, including regular
Treasury bill auctions. The borrowing is adding pressure to liq-
uidity in the local banking system and forcing the government
to raise money abroad. Oman’s central bank executive presi-
dent, Hamood Sangour Al-Zadjali, said in February the govern-
ment might issue bonds by the middle of this year as part of a
plan to borrow up to $10 billion from abroad. — Reuters

Saudi Electricity’s 
net loss narrows

DUBAI: State-run Saudi Electricity Co (SEC), the Gulf’s
largest utility firm, reported a narrowing first-quarter
net loss yesterday as higher tariffs boosted its operating
income. The company, which the government aims to
split into several components this year to improve effi-
ciency, made a loss of 1.37 billion riyals ($365.32 mil-
lion) in the three months to March 31, according to a
bourse statement.

This compares with a loss of 1.94 billion riyals in the
same period a year earlier. NCB Capital had forecast of
SEC would make a quarterly loss of 1.28 billion riyals. The
utility cited increased operational revenues from higher
tariffs and a reduced amount of energy bought from
independent producers as the reason for its smaller loss.
This is despite an 80 percent increase in the cost of fuel
as a result of higher energy prices, the company said.

Saudi’s government has lowered utility subsidies, rais-
ing electricity, water and fuel prices. Saudi officials say
these increases are unlikely to change the projected
growth in demand, which has been at around 8 percent
per year. SEC has said the price changes would roughly
balance out because the higher costs associated with
higher fuel prices would be offset increased revenues
from electricity sales. Saudi companies issue brief earn-
ings statements early in the reporting period before pub-
lishing more detailed results later. SEC’s results are acute-
ly seasonal because of the big swing between power
demand in winter and summer, when high temperatures
lead to much greater use of air conditioning. —  Reuters


