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ASIAN COUNTRIES
Japanese Yen 2.710
Indian Rupees 4.571
Pakistani Rupees 2.890
Srilankan Rupees 2.080
Nepali Rupees 2.850
Singapore Dollar 224.700
Hongkong Dollar 39.046
Bangladesh Taka 3.862
Philippine Peso 6.510
Thai Baht 8.661

GCC COUNTRIES
Saudi Riyal 80.816
Qatari Riyal 83.249
Omani Riyal 787.162
Bahraini Dinar 804.840
UAE Dirham 82.512

ARAB COUNTRIES
Egyptian Pound - Cash 33.950
Egyptian Pound - Transfer 34.501
Yemen Riyal/for 1000 1.217
Tunisian Dinar 151.680
Jordanian Dinar 426.860
Lebanese Lira/for 1000 2.019
Syrian Lira 2.160
Morocco Dirham 31.884

EUROPEAN & AMERICAN COUNTRIES
US Dollar Transfer 302.900
Euro 343.190
Sterling Pound 438.450
Canadian dollar 240.300

COUNTRY                                  SELL CASH SELLDRAFT
Europe

Europe
British Pound 0.430830 0.439830
Czech Korune 0.004660 0.016660
Danish Krone 0.041930 0.046930
Euro 0.0335428 0.0343428
Norwegian Krone 0.032989 0.038189
Romanian Leu 0.086889 0.086889
Slovakia 0.009030 0.019030
Swedish Krona 0.033377 0.038377
Swiss Franc 0.303631 0.313831
Turkish Lira 0.100984 0.111284

Australasia
Australian Dollar 0.225752 0.237252
New Zealand Dollar 0.201914 0.211414

America
Canadian Dollar 0.234177 0.242677
US Dollars 0.298800 0.303300
US Dollars Mint 0.299300 0.303300

Asia
Bangladesh Taka 0.003444 0.004018
Chinese Yuan 0.045208 0.048708

Hong Kong Dollar 0.036981 0.039731
Indian Rupee 0.004346 0.004736
Indonesian Rupiah 0.000018 0.000024
Japanese Yen 0.002686 0.002866
Kenyan Shilling 0.003115 0.003115
Korean Won 0.000255 0.000270
Malaysian Ringgit 0.073887 0.079887
Nepalese Rupee 0.002886 0.003056
Pakistan Rupee 0.002671 0.002951
Philippine Peso 0.006464 0.006744
Sierra Leone 0.000067 0.000073
Singapore Dollar 0.221484 0.227484
South African Rand 0.015208 0.023708
Sri Lankan Rupee 0.001698 0.002278
Taiwan 0.009256 0.009436
Thai Baht 0.008303 0.008853

Arab
Bahraini Dinar 0.796879 0.804879
Egyptian Pound 0.030721 0.035839
Iranian Riyal 0.000084 0.000085
Iraqi Dinar 0.000192 0.000252
Jordanian Dinar 0.423217 0.430717
Kuwaiti Dinar 1.000000 1.000000
Lebanese Pound 0.000152 0.000252
Moroccan Dirhams 0.020848 0.044848
Nigerian Naira 0.001249 0.001884
Omani Riyal 0.780333 0.786013
Qatar Riyal 0.082488 0.083701
Saudi Riyal 0.079887 0.080837
Syrian Pound 0.001284 0.001504
Tunisian Dinar 0.147242 0.155242
Turkish Lira 0.100984 0.111284
UAE Dirhams 0.081487 0.082636
Yemeni Riyal 0.001369 0.001449

Rate for Transfer Selling Rate
US Dollar 302.800
Canadian Dollar 239.220
Sterling Pound 436.895
Euro 340.921
Swiss Frank 297.350
Bahrain Dinar 801.065
UAE Dirhams 82.680
Qatari Riyals 83.895
Saudi Riyals 81.425
Jordanian Dinar 426.550
Egyptian Pound 34.002
Sri Lankan Rupees 2.076
Indian Rupees 4.543
Pakistani Rupees 2.884
Bangladesh Taka 3.851
Philippines Pesso 6.497
Cyprus pound 576.735
Japanese Yen 3.700
Syrian Pound 2.375

Turkish lira 107.030
Swiss Franc 311.630
Australian Dollar 235.350
US Dollar Buying 301.700

GOLD
20 Gram 249.640
10 Gram 127.740
5 Gram 64.710

UAE’s real GDP growth to 
remain moderate in 2016

NBK REPORT : UAE ECONOMIC OVERVIEW AND OUTLOOK 

Nepalese Rupees 3.850
Malaysian Ringgit 78.585
Chinese Yuan Renminbi 47.075
Thai Bhat 9.585
Turkish Lira 107.525

Selloff in global 
bonds a bad sign 

By Hayder Tawfik

The recent selloff in the
developed world’s govern-
ment bonds of nearly 2 per-

cent has wiped out billions of
dollars in just a short period of
time. The same sell off happened
at the beginning of last year and
it did wipe out billions but the
action of the central banks
revered the selloff. Can they do it

again? Unlikely. The correction has followed the
biggest and tremendous rally in the developed
world’s government bond prices, prompted by very
aggressive bond buying operation by most central
banks. Also, fears of deflation and economic global
economic slowdown added to the buying frenzy by
most investors around the world. 

Lately, some government bond yields reached his-
torical lows, that raised alarm bills among major
investors. There has been lots of talk and warnings
about the unsustainable low or negative yields on
some government bonds such as those in the euro-
zone and Japan. The latest sell off was prompted by
few important factors that I don’t subscribe to but still
caused the correction.  

First, the recent rally in oil and commodity prices
led to the unrealistic believe among bond holders
that a climb in commodity values, including in oil and
copper, could signal the end to global disinflationary
episodes. A steep fall in the price of oil was the cata-
lyst for fears over low inflation and even deflation at
the beginning of the year. Now these have started to
rebound, and along with them inflation forecasts. I
believe the selloff seems to be part of a steady re-
pricing of future inflation risk. For bond investors, it
does not matter if the rebound in oil and other com-
modity prices is technical but it will have future
impact on inflation outlook. However, we believe that
fundamentals did not justify the recent rally in oil and
commodity prices. 

Fed to pull the trigger
If the future expectation for inflation starts to rise

then central banks, including the Bank of Japan and
the European Central bank’s Quantitative Easing and
bond buying operation schemes may have shorter
lifespans. In turn, any hint of the withdrawal of mone-
tary stimulus may mean that bond prices begin to fall,
as demand dries up.

Secondly, there is the possibility that eventually, the
Federal Reserve is going to pull the trigger and start
raising rates to normalize the yield curve. Attempts to
do so have been continually delayed by poor data and
the worry about the global economy. I believe that if
the market starts factoring in higher future inflation
because of the high oil and commodity prices then the
Federal Reserve might be tempted for raising rates
gain shortly. I am sure that Janet Yellen, the Federal
Reserve’s charwomen is not blind to the risks. To be fair
to her, she has been warning that debt markets could
face a “sharp” adjustment when the Fed’s rates rise,
especially for longer dated notes.

Thirdly, I think bond investors are losing trust in the
European Central bank’s track records on economic
growth and inflation forecasts. The ECB can’t boast of
a great track record when it comes to policy mistakes.
Its rate hikes in 2008 and 2011, considered an error by
many at the time, caused the Eurozone debt crisis to
flare up. Now some investors worry that the central
bank could make another such blunder. If it ends its
Quantitative Easing and bonds buying schemes at the
earliest sign of a pickup in inflation, there will be an
instant huge sell off in bonds across the board. 

If the stimulus ended sooner than expected, it
could have knock-on effects for US Treasuries. It could
also make emerging markets vulnerable. Actually,
such an early and unsubstantiated move would risk a
taper tantrum chain for the global financial markets,
similar to the turmoil prompted by the US Federal
Reserve when it indicated that it would scale back its
own asset purchases in the summer of 2013.

Finally, my biggest concern is not only about the
very low level or negative yields of some government
bonds but also about how shallow the market has
become lately. Many of the large market makers that
made trading in bonds so easily have been driven out
by regulation that has required them to play it safe. In
the absence of these huge banks, the bond market
has become shallower, meaning that smaller trades
can affect the entire market. There’s just less capacity
for making markets. A quick dry up of liquidity could
therefore make the selloff very painful for those bond
holders. I believe that the bond market will keep suf-
fering such small crashes until there is a confirmation
either inflation is no longer threat or a sudden sign of
inflation causes a jolt to yields until rates eventually
reach a normal level.  — Rasameel

KUWAIT: Real economic growth in the UAE is
forecast to moderate to 2.5 percent year-on-year
(y/y) in 2016, as real oil GDP growth remains
tepid against a backdrop of low international
energy prices. Growth in the non-oil sector is
poised to slow but still experience some decent
gains. 

The weakness in the real oil GDP sector is
expected to persist in the near-to-medium term
amid an oversupplied global oil market. Real oil
GDP growth is projected to slow further and
come in “flat” in 2016, before seeing a slight
recovery in 2017 on higher production levels. 

Non-oil sector growth is expected to lose
some steam in 2016 but still remain moderate as
the tourism and construction sectors continue to
churn out gains. The number of passengers at
Dubai’s International Airport recently retained its
position as the world’s busiest airport for the sec-
ond straight year in 2015, as the number of total
passengers came in north of 78 million.
Construction activity is set to remain strong
especially as preparations for the Dubai Expo
2020 continue. These include the construction of
buildings, metro expansions, roads and bridges...
In its 2016 budget, Dubai announced that it
would allocate Dh16.6 billion for infrastructure
projects, Dh1.8 billion higher than in 2015.

According to the Minister of State, the infra-
structure being built for the Expo will be perma-
nent, as part of the emirate’s ‘vision of growth’. In
addition, at the end of 2015 President Sheikh
Khalifa announced that the federal authorities
plan to invest more than Dh300 billion ($82 bil-
lion) domestically to foster a post-oil “knowledge
economy”. The plans also include tripling the
labor force in the “knowledge economy” by 2021.

Dubai’s GDP growth 
According to the latest data, Dubai’s econo-

my slowed from 5.3 percent y/y in 2Q15 to a still
decent 4.2 percent y/y in 3Q15, as growth in the
non-oil sector moderated from 5.4 percent y/y to
4.1 percent y/y during the same period.  The data
is more or less in-line with the Emirates NBD
Dubai Economy Tracker Index (DET ), which
trended down in 2015. The DET is a forward-
looking private survey that tracks the perform-
ance of economic activity in Dubai’s non-oil pri-
vate sector. In February, the DET slipped into
contractionary territory for the first time on
record after falling to 48.9, (any reading below 50
denotes a contraction, while any reading above
50 denotes an expansion). However, the contrac-
tion in non-oil sector activity was short-lived
after the DET rose to 52.5 in March, thanks to sol-
id improvements across most of its sub-compo-
nents, including business optimism.

Abu Dhabi
Latest figures show that Abu Dhabi’s econo-

my grew by an impressive 5.5 percent y/y, in real
terms, in 3Q15, after non-oil sector growth
jumped from 4.5 percent y/y to 7.1 percent y/y
during the same period. The jump was fuelled by
the public administration & defense sector. Abu
Dhabi is expected to continue to log in moderate
rates of growth in the coming quarters as gov-
ernment expenditures continue to gain some
traction. Recently, the undersecretary of Abu
Dhabi’s Department of Economic development
said that Abu Dhabi is targeting a real non-oil
GDP growth rate of up to 8 percent over the next
20 years. 

PMI gained some more ground 
The Markit Purchasing Managers’ Index (PMI)

is gradually edging back up after trending lower
throughout 2015, thanks to healthy gains in new
orders and output. (Chart 3). In March, the UAE’s
headline PMI (a leading economic indicator) rose
to 54.5 from 53.1 in February. (A reading above
50 indicates an expansion in activity; a reading
below 50 indicates a contraction.) 

Inflationary pressures subsided during the
same period after staff costs contracted for the
first time since December 2011. Overall input
prices remained moderate. Employment condi-
tions continued to remain decent in early 2016,
even amid softer oil prices, keeping fears of a
major oil-induced disruption to domestic con-
sumption and the overall economy at bay.

Residential property price 
After continuing to trend lower for the most

part of 2015, growth in Dubai’s residential sales
prices showed some nascent signs of stabiliza-
tion in the latter part of the year. According to

Asteco, a major real estate services company,
prices of apartments in Dubai fell by approxi-
mately -5.1 percent y/y in 3Q15 and -3.4 percent
y/y in 4Q15. Villa prices fell by -13.3 percent y/y
and -10.3 percent y/y in 3Q15 and 4Q15, respec-
tively. 

The imposition of higher transaction fees in
4Q13 and federal mortgage caps in early 2014
(before the drop in oil prices) undoubtedly deliv-
ered the outcomes the authorities desired: cool-
ing off the property market and curbing specula-
tion. These measures have also been recently
accompanied by an on-going rise in housing
supply and a change in preferences and risk
appetite within the residential property market.
Against a backdrop of greater housing supply,
sellers have been forced to lower prices. Also,
more and more buyers are favoring affordable
(mid-range) and/or end-use housing. While
transaction values continue to trend lower, the
growth in transaction volumes has been gradual-
ly recovering recently due to rising activity in the
“more affordable” housing segment. (Charts 6

and 7.) We expect to see more of this shift
towards mid-range housing, especially amid a
low oil price environment and tighter lending
restrictions.

The property market has also been hampered
by a stronger dirham (higher US dollar) currency
relative to key emerging market currencies. This
has hurt sales to Russian and Asian buyers. But
for the majority of buyers, from the UAE or GCC
region (dollar-based), the impact is expected to
be more limited. It is safe to conclude that
Dubai’s property market is going through a sig-
nificant correction and that the measures that
were put in place have helped lead the market in
the right direction.

Consumer price inflation 
Headline inflation began to ease in early

2H15 after housing inflation (rent, which weighs
heavily in the index) peaked. Food inflation has
also remained relatively soft. As a result, inflation
in the consumer price index (CPI) continued to
slow in February, falling to 2.2 percent y/y from
2.5 percent in January.   The rise in housing costs
peaked at 10.2 percent y/y in June 2015. It had
been accelerating since 2013 on the back of a
recovery in the residential property sector. The
steep rise in housing costs in 1H15 mainly came
on the back of the one-off hike in electricity and
water tariffs (for both nationals and expatriates)
and the removal of the rental cap in Abu Dhabi.
But with more housing entering the market and
the effect of the one-off hike in utility tariffs on
the wane, we should see inflation in the housing
segment correct further over the medium-term. 

A stronger US dollar and lower commodity
prices will also help limit upward inflationary
pressures from any further subsidy cuts.
Consequently, we forecast inflation to slow from
an annual average of 4.1 percent in 2015 to 3.5
percent in 2016.

A manageable fiscal deficit 
The UAE’s fiscal balance (breakeven oil price is

$70/b) is expected to log in a deficit of 3.2 per-
cent of GDP in 2016, on steady spending levels

and lower oil earnings. However, it is unlikely
that the UAE economy will need to carry out sig-
nificant fiscal consolidation in the medium-term,
thanks to its abundant financial reserves (a stag-
gering 200 percent of GDP). Both Dubai and Abu
Dhabi are scheduled to maintain their high levels
of public spending on infrastructure projects. In
Dubai, infrastructure spending is expected to
accelerate in the run-up to the Expo 2020. 

Nonetheless, the major emirates have
embarked on some fiscal prudence and reforms.
According to official reports, Abu Dhabi has cur-
tailed and/or delayed spending on a number of
projects designated as low-priority. In November
2015, Dubai passed a law covering public-private
partnerships (PPPs) to tap into private sector
funding for key projects. Furthermore, the UAE
government is expected to impose new reduc-
tions in subsidies. At the start of 2015, it took the
decision to hike utility tariffs. Later, in August, it
deregulated petrol prices.  The Ministry of Energy
released more pricing details in March 2016
which showed that petrol prices will rise by more

than 10 percent in April, as it maintains its new
system of adjusting prices monthly in response
to the conditions in global energy markets.  

An imposition of a departure-tax at the Dubai
International Airport starting on July 1st of 2016
may also increase non-oil revenues. The depar-
ture tax, which will be valued at Dh35 ($9.54) will
be introduced to help finance the emirate’s
development projects. Given that the Dubai
International airport was the world’s busiest in
2015, with 78 million passengers passing
through the airport that year, the tax is forecast
to raise $500 million annually. Also, in an attempt
to preserve foreign assets, the UAE is also looking
to raise debt on international markets to help
finance their fiscal deficit. With a relatively low
level of external debt (estimated at around 30
percent of GDP) the UAE has ample room to raise
further debt.  The fiscal balance is expected to
return to a surplus in 2017 on the back of an
expected (delayed) oil price recovery and a
planned increase in oil production.

Current account surplus 
The surplus in the current account is expect-

ed to continue to narrow in 2016, on the back of
a fall in oil export receipts and higher imports.
Non-oil export revenues are expected to hold
thanks to the modest gains in the trade and
tourism sectors. The UAE’s non-oil exports may
be slightly under pressure, however, by the
strength of the dirham. The stronger dollar has
led to an appreciation in the UAE’s trade-weight-
ed index increasing the costs of its exports and
making it a more expensive place to visit and
invest in for expatriates from outside the GCC
region and the US. The UAE’s major trading part-
ners are in Asia, and those countries saw further
depreciation in their currencies vis-‡-vis the
dirham. However, given that the majority of
tourists visiting the UAE are from the GCC region
and that UAE nationals are the predominant
investors in the country’s real estate sector, the
non-oil economy should continue to perform
well in the current low oil price environment.

Furthermore, the removal of sanctions on
Iran by the West is expected to be a boon for UAE
trade, particularly in the non-oil sector. The UAE
is Iran’s biggest non-oil trading partner and its
biggest source of imported goods.

Banking sector 
Credit growth continues to post healthy

gains, even amid a softer oil price environment
and a slowing real estate market, as lending to
the construction sector continues to hold. Loan
growth rose from 7.4 percent y/y in January to
7.9 percent y/y in February. With capital spend-
ing expected to increase further in the run-up to
the Expo 2020 in Dubai, we should continue to
see healthy gains in loan growth. 

However, bank deposit growth continues to
remain relatively subdued due to softer govern-
ment deposit growth, which is closely correlated
with oil revenues. As of February, total deposit
growth stood at 2.9 percent y/y. With deposit
growth coming in below credit growth, the loan-
to-deposit ratio has been relatively higher in
recent months. In February it was at 102.2 per-
cent. Slowing deposit growth is also evident in
the tepid annual gains in broad money supply
(M2). M2 growth slowed from 5.1 percent y/y in
January to 4.2 percent y/y in February. 

Both the UAE’s three-month and one-month
interbank rates have been edging higher since
2H15, but they still  remain relatively low.
Additional hikes in the US federal funds rate, pos-
sible this year, would further pressure liquidity
conditions.  The struggling small and medium-
sized enterprises (SME) sector in Dubai has been
offered some relief with a ‘mini-insolvency law’.
The sector has been struggling due to delayed
payments by customers and there have been
anecdotal reports of defaults or late payments
since mid-2015. These sparked concerns about
the possible negative repercussions on the bank-
ing sector. Having said that however, the number
of SMEs was up by a still strong 18 percent y/y in
2015.

According to the Dubai SME report (2013),
SMEs account for about 95 percent of the enter-
prise population in Dubai, 43 percent of the
workforce and 40 percent of the total value-
added to the Dubai economy. Thus, they are one
of the driving forces behind the economy. The
trading sector accounts for the majority (around
57 percent) of SME businesses in Dubai. Given
that the trading sector is dominated by com-
modity trading, it has been hurt by the on-going
weakness in commodity prices. Also, with
around 51 percent of the SME businesses heavily
dependent on trade/exports, these have been
hit by the appreciation in the dirham against
most major currencies (with the exception of the
US dollar).  The UAE Banks Federation (UBF) esti-
mates that among SMEs, loans amounting to
between Dh5 billion and Dh7 billion ($1.4 billion-
$1.9 billion) are at risk of default. While growth in
provisions for non-performing loans (NPL) still
remains low, loan defaults among SMEs would
ultimately lead to a pickup in NPL provisions.
However, with total credit valued at Dh1.4 trillion
and SME loans at risk of a default valued at Dh7
billion (0.5 percent share), the impact on the
banking sector should be limited. Nevertheless,
the government stepped up its efforts to come
up with a much-needed loan-restructuring
scheme in March 2016 or what the chairman of
the UBF described as a ‘mini-insolvency law’ to
help support SMEs, reduce the risk of default and
retain confidence in the sector. 

Markets and interest rates
The main Abu Dhabi and Dubai markets

remain under pressure, taking a cue from inter-
national and other GCC markets, and as oil prices
remain subdued.  The main credit default swaps
(CDS), good gauges of the level of risk within an
economy, came off their recent highs towards
the end of March.  At the end of 1Q16, the CDS
on five-year Dubai and Abu Dhabi government
debt stood at 229 and 98 basis points, respec-
tively.

In the near-to-medium term we may see the
effects of the long-awaited changes in the UAE’s
companies’ law. One of the changes includes
lowering the minimum percentage of equity that
a company needs to float, from 55 percent to 30
percent. This should lead to an increase in initial
public offering (IPO) activity; the 55 percent
requirement was deemed too high by entrepre-
neurs, many of whom were reluctant to divest
too much from their own businesses. 


