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An aerial view shows the Chernobyl nuclear power plant in Ukraine on April 26, 2006. From the air, one can see the damaged reactor encased in cement and steel, image left, put in place after the 1986 explo-
sion to cut down on radiation leaking into the environment. —AP

KIEV: Imagine one of the largest solar farms
ever at the site of the world’s worst man-
made nuclear disaster that struck Chernobyl
in modern-day Ukraine and sowed panic
across Europe. That is the grand vision of
Ukrainian Environment Minister Ostap
Semerak, backed up by big-time investors
such as the European Bank for Reconstruction
and Development (EBRD).

The Chernobyl catastrophe of April 1986 left
thousands dead or dying and created a con-
taminated no-man’s land in northern Ukraine
in which only a few hundred elderly people still
cling on to their homes. The 30-kilometre-wide
“exclusion zone” surrounding the stricken sta-
tion is primarily covered in forests and filled
with radiation levels that make most foods pro-
duced there unsafe. But Ukraine believes there
are also around 6,000 hectares of open land

that can be filled with solar panels that may
one day produce about as much energy as
Chernobyl’s ill-fated reactor number four did in
its time.

The EBRD has already said it was willing to
support the project as long as Ukraine attract-
ed the $1 billion (1.1 billion Euros) needed to
fulfill its first stage. “A fairly large number of
various companies across the world are inter-
ested,” Semerak told AFP. “I think that, in case of
successful negotiations, this project could be
launched in full next year.”

Baby steps 
Ukraine is keen to break its dependence on

energy giant Russia in the wake of a 2014 pro-
EU revolution that was followed by the
Kremlin’s annexation of Crimea and the out-
break of a pro-Moscow insurgency in the coun-

try’s east that has claimed more than 9,500
lives. About 50 percent of the former Soviet
republic’s energy is still  produced by its
remaining nuclear stations. Thermal power
generation makes up for much of the rest.

Official statistics show solar panels account-
ing for less than one percent of the energy
consumed in Ukraine. The very first stage of
the project should see Ukraine partner up with
two private foreign firms to build a few small
solar plants that generate about six megawatts
of power by the end of this year. That is still just
a tiny fraction of the 4,000 megawatts pumped
out by Chernobyl in its Soviet-era heydays.

Semerak thinks investors will be drawn
by existing electricity lines and a profes-
sional personnel that is working on clean-
ing up the remainders of the Chernobyl sta-
tion and installing a giant dome around it

to keep the atmosphere safe.
Semerak adds that purchasing land

required for the solar farm is remarkably cheap
because it is unsafe for farming and has little
other use. “The radiation level have dropped
immeasurably over the past 30 years,” Semerak
said in a telephone interview. “Of course, this
territory still cannot be used for farming,” he
said. “But it is suitable for innovative and scien-
tific project.” Semerak added that the project’s
success would create other possibilities for
what is considered one of the most unhealthy
parts of Europe that would see Chernobyl
become an “innovation zone”.

Investment risks 
Yet questions remain about whether

Semerak’s plan is actually feasible. Foreign
investors view Ukraine with a great deal of cau-

tion because of the separatist conflict and its
tensions with Russia as well as corruption that
has permeated both the government in Kiev
and the regions.

“I think this project will require a great deal
of money,” Dmytro Lukomsky of the Rentechno
solar station construction firm told AFP. “If we
find the investors, the prospects are fairly good.
And if we do not-the chances of things working
out are small.” Energy expert Oleksiy Khabatyuk
noted that Ukraine only this year crawled out of
a two-year recession and the prospects for
future growth were minimal because of endless
political upheaval and tensions with Russia.
“The instability that we see in our economy, in
our political life and the military threat-none of
these things stimulate the attraction of invest-
ments,” Khabatyuk said. “The overall investment
climate is not attractive.”  —AFP

Ukraine sees solar as Chernobyl’s future
$1 billion needed to fulfill its first stage

DUBAI: Second-quarter earnings in Saudi
Arabia’s petrochemical industry beat
expectations as producers reaped the
benefits of volatile oil prices, but compa-
nies look unlikely to be as lucky in the sec-
ond half of this year. Combined net profits
of the kingdom’s 14 listed petrochemical
firms, announced over the past couple of
weeks, fell by a fifth from a year earlier to
6.8 billion riyals ($1.8 billion) in the April-
June period, but they beat the forecasts of
analysts, who had on average expected a
40 percent plunge.

Two firms posted profits while analysts
had predicted losses. Saudi Kayan, an affil-
iate of Saudi Basic Industries (SABIC),
swung to a net profit of 91.0 million riyals
($24.3 million), ending a run of five
straight quarterly losses and exceeding
analysts’ average estimate of a loss of
184.2 million riyals. That was good news
for Saudi Arabia’s stock market, where
petrochemical firms account for about a
quarter of the bourse’s capitalization of
$385 billion.

To a large degree, however, profit mar-
gins were inflated by fortunate timing in
the way oil and feedstock prices moved
during the period - a pattern which may
not be repeated. “Higher spreads pushed
up margins, which exceeded expectations,
but this is not sustainable as oil prices

have started to decline,” said Mohammad
Al-Shammasi, chief investment officer of
Riyadh-based Derayah Financial. Saudi
Arabia’s petrochemical sector is under
pressure from two sides. In foreign mar-
kets, it faces weak petrochemical prices
and competition; combined revenues
dropped 16 percent in the second quarter,
in line with analysts’ forecasts.

Huge budget deficit 
Meanwhile, costs are rising at home

after the government, grappling with a
huge budget deficit due to low oil prices,
cut feedstock, fuel and electric power sub-
sidies in its 2016 budget.  More subsidy
cuts are expected in coming years, further
reducing Saudi firms’ cost advantage over
foreign rivals. So far, however, oil price
moves have worked to the firms’ advan-
tage. In the first quarter of 2016, when
many companies bought feedstock, Brent
crude oil was around $30-35 a barrel,
keeping feedstock prices low.

A rebound of oil prices, to a range of
$40-50 in the second quarter, let firms sell
products made with this feedstock at fat
profit margins. National Industrialization
Co swung to a quarterly profit after five
straight quarters of losses because of high
spreads across propane-derived products.
Saudi propane prices rose 7.4 percent in

the second quarter compared to the first
quarter but prices of polypropylene, the
end-product, increased about 13.5 per-
cent, Aljazira Capital said.

The biggest firm, SABIC, reported a
23.2 percent drop in second-quarter profit
to 4.74 billion riyals, but came ahead of
analysts’ forecast of 3.92 billion riyals.
Producers took advantage of favorable
spreads by operating their facilities close
to, and in some cases beyond, full capacity
in the second quarter, said Jassim Al-
Jubran, analyst at Aljazira Capital.

But the profitable divergence between
feedstock and petrochemical product
prices will only continue if oil prices keep
rising steadily in the months to come.
Analysts said such an uptrend looked
unlikely in the coming months. In fact,
Brent has been trending lower since early
June, and now stands at around $45 com-
pared to $50 at mid-year. “A stabilization in
oil prices will adjust margins and bring
them back down again,” said Iyad Ghulam,
head of research at NCB Capital. Santhosh
Balakrishnan, equity analyst at Riyad
Capital,    said: “Barring any event that will
swing oil violently in either direction, I
think petrochemical earnings are set to fall
for full-year 2016,” though he added the
drop was unlikely to be as sharp as the fall
of three-fifths seen in 2015. —Reuters

Saudi petchem industry
margins benefit from oil

Gulf starts week on strong 
footing, Egypt slips back

MIDEAST STOCKS
DUBAI: Strength in international equities markets at the end of
last week helped lift share prices in the Gulf on Sunday with mar-
kets most exposed to foreign capital inflows outperforming, while
Egypt slipped on profit-taking. Dubai’s index climbed 1.1 percent.
Four-fifths of the traded shares advanced, with companies which
have not yet reported quarterly earnings attracting the most vol-
ume. Builder Arabtec climbed 3.4 percent and amusement park
developer Dubai Parks and Resorts added 1.7 percent.  

Blue chips helped push Qatar’s index up 1.0 percent with
Vodafone Qatar advancing 2.4 percent.  Pertrochemical conglom-
erate Industries Qatar, which reported strong earnings late last
week, jumped 3.9 percent.  Abu Dhabi’s index edged up 0.4 per-
cent as local traders bought small and mid-cap stocks. Insurer
Methaq Takaful Insurance jumped 8.1 percent in heavy trade and
Abu Dhabi National Energy rose 2.0 percent.  In Saudi Arabia the
equities index rose 0.7 percent as all 14 petrochemical stocks
advanced; heavyweight Saudi Basic Industries added 0.6 percent.

Nama Chemicals, a small petrochemical producer, added 3.3
percent after it announced its board had recommended a 30 per-
cent share capital increase through a rights issue valued at 400
million riyals ($106.7 million). The company said proceeds would
be used to finance the production of new specialty chemicals.
Large-cap companies in other sectors also gained with telecom-
munications operator Etihad Etisalat (Mobily) climbing 4.1 percent
and retailer Jarir Marketing advancing 4.3 percent.

Egypt
Cairo’s main index fell 0.4 percent, ending three sessions of gains

that had taken the benchmark to a 13-month high on Thursday.
Losers outnumbered gainers 13 to 12 as foreign funds were net sell-

ers of Egyptian shares, bourse data showed.  Telecommunications
operator Global Telecom Holding lost 3.3 percent.

Some second-tier stocks seen as laggards rose sharply, howev-
er, with GB Auto surging 5.7 percent. Oriental Weavers, which had
jumped 10.0 percent on Thursday after it announced a five-year
plan to boost production capacity across all product lines,
climbed a further 6.9 percent.  On Thursday Egypt said it was mak-
ing good progress in negotiations with the International
Monetary Fund on a loan program, and expected parliament to
pass a long-awaited value-added tax by early September. “As
Cairo inches closer to inking a deal with the IMF, the stock market
will continue to be supported,” said Wafik Dawood, portfolio man-
ager at Cairo-based Compass Capital. —Reuters

Gold prices drop sharply 
KUWAIT: Gold prices fell sharply on Friday after announcing US
labor market’s data which had also an impact on the US Dollar
and global markets, said a Kuwaiti expert yesterday. Despite the
release of the data that created 255,000 jobs in the US labor
market and stabilized unemployment rate by 9.4 percent, it led
to a rise in the exchange rate of US Dollar, Rajab Hamed, CEO of
Sabayik Al-Kuwait Company, told KUNA in an interview.

There is an inverse relationship between the US Dollar and
gold prices; a rise in the former leads to a decline in the latter
and vice versa, he said, noting that gold prices dropped from
USD 1,365 per ounce to USD 1335 as a result of releasing the
data. He pointed out that the gold prices stabled at USD 1,335
per ounce as a result of increased demand for US Dollar as a
decline in gold increases purchases. —KUNA


