
KUWAIT: Finer details and forecasts of the MENA region
were released in IMF’s Regional Economic Outlook on
19th October 2016, and the agency now forecasts GCC
real GDP to grow by 1.7 percent in 2016 & 2.3 percent in
2017. Economic growth in the GCC region is projected to
be relatively slower, despite the increase in hydrocarbon
output, as fiscal tightening and declining liquidity in the
financial sector are expected to drag growth down from
3.4 percent in 2015.  GCC non-oil GDP growth in 2016
slower than earlier expected: Higher oil and gas produc-
tion led to an upgrade of 80bps to the real oil-GDP
growth forecast for 2016 (1.8 percent) as compared to
IMF’s April-16 update for the region. Real non-oil GDP on
the other hand is expected to come in slower than earlier
expected by 70bps (1.8 percent) for 2016, while the cor-
responding estimate for 2017 was expanded by 10bps.
Fiscal consolidation, credit constraints due to slowing
deposit growth are expected to contribute to the drop in
non-oil GDP in the current year. 

Kuwait fiscal breakeven 
Kuwait’s fiscal breakeven oil price was lowered from

IMF’s earlier update and is now estimated at close to
over $47/bbl, the lowest in the GCC, and closest to YTD
average oil prices.  Estimates for Saudi Arabia were
raised, in particular for 2016, by $13/bbl, as an oil price
of $79.7/bbl is now required to balance its fiscal budget.
Non-oil fiscal balance for the GCC region in 2016 is
expected to improve by 8.6 percent points of non-oil
GDP as compared to 2015.  KAMCO expects the rollover
of risks to give more leeway to the GCC: Though we
remain optimistic about the measures taken so far by
the GCC states, with some of the measures already
showing desired results, the deferral of global risks
leaves more room for employing additional initiatives to
boost non-oil private sector growth. Funding gaps
would need to plugged in by tapping into international
markets if need be, while credit outlay to high priority
projects would still be needed, to steer through this
period of transition. 

Production target
Oil production estimates for the GCC was raised yet

again by the IMF for 2016, while keeping estimates for
2017 unchanged. Production, is now expected to grow
to 18.04 mb/d from the earlier estimate of 18.01 mb/d for
2016. Key driver for the increase in forecast was the pro-
duction estimate of Saudi Arabia, which was increased
from 10.22 mb/d  to 10.30 mb/d. Nevertheless, this
increase comes against the backdrop of OPEC agreeing
to cut production by as much as 700,000 mb/d in Sept-
16, its first major agreement since the oil bear market
began in 2014. Saudi Arabia in September also
announced that it would reduce production if other fel-
low OPEC members would freeze its own  production.
Russia also agreed to support the effort to reduce the
global glut of an estimated 1.0 -1.5 mb/d. Finer details of
the production cutback would be worked out at the next
OPEC meeting in Vienna on 30 Nov-16. The extent  of
production cut from Saudi Arabia will be of paramount
interest at the event. Furthermore, the signaling impact
on  non-OPEC players, and which non-OPEC players
would be first to undertake the necessary action, would

be keenly followed. On the other hand, according to the
IMF, GCC oil exports are projected to be lower than
expected in April  16. Oil exports from the region were
brought down from 13.48 mb/d to 13.37 mb/d in 2016
and from 13.46 mb/d to 13.37 mb/d in 2017. The drop is
ascribed to a decline in exports from UAE & Saudi Arabia
and is likely to be due to the weaker global trade condi-
tions and rising domestic consumption, in our view. 

In terms of the breakeven oil prices required for GCC
countries to balance their fiscal budgets, all countries
were running deficits, as oil prices YTD were lower than
all individual breakeven targets. As per our analysis of
IMF data, the gap between average oil prices and bud-
geted breakeven oil prices were largest for Bahrain and
Saudi Arabia at over $56/bbl and $40/bbl respectively.
Kuwait and UAE had the least gap between their bud-
geted oil prices and  average oil prices YTD in 2016 with
a gap of over $8/bbl and $19/bbl. Moreover, Kuwait is
expected to be the only GCC country that is able to bal-
ance its fiscal budget when oil prices are below $50 per
barrel,  as per the IMF, as Kuwait has the lowest
breakeven oil price of $47.8/bbl and $47.7/bbl for 2016
& 2017. The breakeven oil  prices for Kuwait were low-
ered since April-16 by $4.3/bbl and $5.1/bbl for the
aforementioned years. UAE’s fiscal breakeven oil prices
was lowered by double digits, and would now require
$58.6/bbl and $60/bbl for a fiscal neutral budget. On the
contrary, the same estimates for Saudi Arabia were
raised, in particular for 2016, by $13/bbl, as the country
would now need an oil price of USD 79.7/bbl to balance
its fiscal budget as against $66.7/bbl estimated in April-
16. As per our calculations, in order to reach the average
oil price of $50/bbl, oil prices would now need to aver-
age over $100/bbl, which we deem as highly unlikely,
given the fundamentals of the market. 

Current account deficit 
The partial recovery in oil prices recently also meant

that the deficit in current account balance to GDP ratio
for the full year would be lower as compared to April-16
estimates, by the IMF. The current account deficit esti-
mate for 2016 is now pegged at -3.7 percent of GDP as
against -7.0 percent of GDP estimated in IMF’s previous
update. The absolute value of deficits is also expected to
decline by 44 percent in 2016, as compared to earlier
estimates of $91 billion. Saudi Arabia alone is expected
to contribute to about 83 percent of the deficit in 2016,
as the IMF expects the country to report current deficit
of 6.6 percent of GDP for the year. 

Fiscal balance to GDP ratio 
The most recent estimates of the fiscal balance to GDP

ratio for the GCC region also shows improvement from
earlier  estimates for the current year and 2017. The fiscal
deficit of the GCC is expected to be 9.8 percent of 2016
GDP, lower than  the 12.3 percent deficit of GDP estimat-
ed in IMF’s previous update. The agency expects an
improvement for 2017 as well, as the deficit is expected
to lower at 6.9 percent of GDP, as compared to the earlier
estimate of 10.8 percent of GDP. Saudi Arabia’s fiscal

deficit to GDP ratio in 2016 was kept constant at 13.5
percent as against their previous update, but the corre-
sponding figure for 2017 is expected to dip below dou-
ble digits at 9.5 percent of GDP for the year, compared to
a previous deficit  estimate of 10.8 percent. The IMF con-
tinued to reiterate the need for further policy priorities
other than the ones recently announced, which would
be needed along with a well -defined medium-term fis-
cal framework for the region. Further policy initiatives in
terms of additional streamlining of current expenditures,
including the public sector wage bill, increasing the effi-
ciency of public investment and additional energy price
reforms were advised by the agency as well.  Fiscal con-
solidation would also continue to require a mix of spend-
ing cuts and pro revenue measures. 

Energy price reforms 
GCC states have implemented energy price reforms

in varying degrees as means of curtailing their state
spending. The reforms in the form of higher price is also
expected to contribute to a slowing down of energy
consumption in the region, and is also expected to pro-
vide fiscal adjustment support, as per the IMF. Data from
the IMF also suggests that the implicit energy costs for
the GCC is expected to drop from 6.7 percent of GDP in
2014 to 3.4 percent of GDP in 2016, as a result of the
reduction in subsidies and higher revenues from the
domestic sale of energy products. 

Risks to rollover 
Though the twin deficits in the GCC have shown

some signs of alleviating in 2016 and 2017, we expect
this to be only partially contributed by spending cuts
and measures adopted so far to increase revenues.
Significant global risks in terms of waning global trade
activity, a slowdown in China, tighter liquidity condi-
tions from a potential near term interest rate hike in the
US, and the impact of Brexit have been rolled over to
2017 and beyond. Nevertheless, KAMCO Research
remains optimistic about the avenues available to GCC
states and the ability to successfully boost their non-oil
economies, as some of the measures have already start-
ed showing positive results. However, the implementa-
tion of ongoing measures and the introduction of new
initiatives would be needed to further boost the private
sector non-oil growth. Deficit funding measures such as
international bond issuances, along with healthy credit
growth backed by conventional or alternative funding
for high priority projects, would be incrementally posi-
tive in our view. 

To understand the impact of past measures in boost-
ing the non-oil sector in the GCC, we looked at the non-
oil fiscal balances data of the region published by IMF
over the long term, which included forecasts for the cur-
rent year and the next year. Data suggested that the
non-oil fiscal balance to non-oil GDP ratio worsened
from the average estimate of 2000 -2012 until 2014 from
43.1 percent to 56.8 percent of non-oil  GDP.
Nevertheless, deficit reduction measures in the region
brought down the deficit figure in the non-oil sector to
45.5 percent of non-oil GDP in 2015. The IMF further
estimates the average non-oil deficit to fall by about 20
percent of non-oil GDP over 2014 to 2017. 
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US dollar up against KD 
at 0.303, euro down

KUWAIT, Oct 23 (KUNA): The US Dollar’s exchange rate
against the Kuwaiti Dinar was up at 0.303 Sunday while
the euro went down to KD 0.329 compared to Thursday’s
exchange rates, said the Central Bank of Kuwait (CBK).

Meanwhile, the exchange rate of the Sterling Pound
was also down to KD 0.370, while the Swiss Franc was sta-
ble at KD 0.305. The Japanese Yen was unchanged at KD
0.002.

The USD rose to its highest level in eight months
against major currencies during last Friday trading’s.

This came after the statement of the president of the
Federal Reserve Bank of New York William Dudley, that the
US central bank is likely to raise the interest rate if the
economy continues on its current path.  

KAMCO ECONOMIC REPORT 

Barwa Real Estate wins 
600m riyal financing 

DUBAI: Qatar’s Barwa Real Estate, one of the Gulf
Arab state’s largest listed developers, said yesterday it
had secured a 600 million riyal ($164.8 million) financ-
ing facility from Qatar International Islamic Bank. It
said the money was to fund part of the company’s
new projects under construction. It did not specify
which projects.

Dubai’s Mashreq Q3 
net profit falls 24.8%

DUBAI: Mashreq continued its earnings slump yesterday
as Dubai’s third-biggest lender by assets posted a 24.8 per-
cent fall in third-quarter net profit, weighed by putting
aside more cash to cover for bad loans. The lender made a
net profit of 414.95 million dirhams ($112.98 million) in the
three months to Sept. 30, it said in a statement, a decrease
on the 551.44 million dirhams recorded for the correspon-
ding period of 2015. Mashreq, which had reported falling
profits in the preceding four quarters, suffered in the latest
quarter as allowances for impairments jumped by 82 per-
cent over the period to reach 470 million dirhams. Banks in
the United Arab Emirates are facing a more difficult oper-
ating environment as the more-than-two-year collapse in
oil prices feeds through into higher levels of soured loans
and compressed net interest margins.

Abu Dhabi Commercial
Bank Q3 net profit falls 17%

ABU DHABI: Abu Dhabi Commercial Bank missed ana-
lysts’ forecasts, after posting a 17 percent fall in third-
quarter profit yesterday, due to higher impairments
and lower interest income. It is the second Abu Dhabi
bank to report weaker earnings as lenders continue to
be hit by reduced government spending in the United
Arab Emirates and tight liquidity conditions in the
wake of lower oil prices. A further three Abu Dhabi
lenders are due to report earnings later this week. The
emirate’s second-largest bank by assets made a net
profit attributable to shareholders of 999.1 million
dirhams ($272 million) in the three months to Sept. 30,
compared to 1.20 billion dirhams in the same period a
year ago, according to its financial statement. Three
analysts polled by Reuters had on average forecast a
net profit for the quarter of 1.10 billion dirhams. ADCB
booked higher impairments of 380.4 million dirhams
in the quarter, compared to 66.0 million dirhams in
the year-ago period.
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ASIAN COUNTRIES
Japanese Yen 292.820
Indian Rupees 4.550
Pakistani Rupees 2.900
Srilankan Rupees 2.071
Nepali Rupees 2.845
Singapore Dollar 218.980
Hongkong Dollar 39.181
Bangladesh Taka 3.875
Philippine Peso 6.300
Thai Baht 8.678

GCC COUNTRIES
Saudi Riyal 81.097
Qatari Riyal 83.537
ani Riyal 789.891

Swiss Franc 307.950
Australian Dollar 233.430
US Dollar Buying 302.750

GOLD
20 Gram 256.010
10 Gram 130.930
5 Gram 66.310

Rate for Transfer Selling Rate
US Dollar 34.200
Canadian Dolla 228.290
Sterling Pound 373.120
Euro 332.185
Swiss Frank 303.220

Bahrain Dinar 804.180
UAE Dirhams 83.050
Qatari Riyals 84.270
Saudi Riyals 81.740
Jordanian Dinar 428.645
Egyptian Pound 34.160
Sri Lankan Rupees 2.069
Indian Rupees 4.539
Pakistani Rupees 2.897
Bangladesh Taka 3.869
Philippines Pesso 6.295
Cyprus pound 160.330
Japanese Yen 3.925
Syrian Pound 2.425
Nepalese Rupees 3.835
Malaysian Ringgit 73.540
Chinese Yuan Renminbi 45.355
Thai Bhat 9.640
Turkish Lira 98.945

Dollarco Exchange Co. Ltd

Bahraini Dinar 807.630
UAE Dirham 82.789

ARAB COUNTRIES
Egyptian Pound - Cash 25.100
Egyptian Pound - Transfer 34.617
Yemen Riyal/for 1000 1.221
Tunisian Dinar 135.390
Jordanian Dinar 428.490
Lebanese Lira/for 1000 2.026
Syrian Lira 2.0167
Morocco Dirham 31.238

EUROPEAN & AMERICAN COUNTRIES
US Dollar Transfer 303.950
Euro 323.830
Sterling Pound 373.860
Canadian dollar 231.320
Turkish lira 99.410

IMF predicts risks of
rollover for GCC 

Kuwait fiscal breakeven oil price below $50/bbl 

ABU DHABI: United Arab Emirates-based
hospital operator NMC Health plans to
enter Qatar and Oman before year-end and
expand in Saudi Arabia as low oil prices
constrain governments’ ability to provide
healthcare, the company’s deputy chief
executive said. Many industries in Gulf Arab
countries, including construction and to a
lesser extent banking, are going through
tough times as shrunken oil and gas rev-
enues force governments to cut spending
and state investment.

But companies in essential services such
as healthcare may actually benefit from the
trend as they fill the gap left by govern-
ments. Rapid population growth in the
region, and people’s susceptibility to
lifestyle diseases such as diabetes and obe-
sity, may create further opportunities.

“We are preparing to enter Qatar and
Oman by end of the year,” Prasanth Manghat
said in an interview at the Reuters Middle
East Investment Summit. “The penetration
of private hospitals is low in these countries
and governments are not spending on infra-
structure,” he said, adding that NMC was
about to start construction of greenfield
medical facilities in Qatar and Oman.

The London-listed company, with $200
million in cash plus $100 million in unused

financing facilities, also plans to expand in
Saudi Arabia through organic growth as
well as acquisitions if opportunities arise, he
said. NMC entered Saudi Arabia in August,
investing in a new hospital in the kingdom’s
western region and acquiring a majority
stake in a hospital in the east, adding 260
beds to its total count.

“We can do a lot of expansion in long-
term care provision, rehabilitation and spe-
cialty services such as fertility and geri-
atrics,” Manghat said of Saudi Arabia. NMC
will also continue to grow in the UAE, its
home market, by building new hospitals or
acquiring existing ones, he added.  said.
Since it listed on London’s stock market in
2012, the company has made eight acquisi-
tions, four in the UAE, three in Europe and
one in Saudi Arabia.

Billionaire Indian businessman B.R. Shetty,
the chief executive of NMC Healthcare, came
to the UAE in 1973 as a trained pharmacist
and opened a medical centre which grew
into NMC. Shetty holds a 25.6 percent stake
in the company. NMC has 1,135 beds around
the world and accounts for 26 percent of the
UAE’s private healthcare beds. In the long
term, “there’s no limit on increasing our bed
count” given opportunities in the Gulf,
Manghat said.  — Reuters

UAE’s NMC Health to 
enter Qatar, Oman 

CAIRO: Egypt’s Beltone Financial is still inter-
ested in acquiring local investment bank CI
Capital and will revive the deal to create one
of Egypt’s largest investment banks should it
secure regulatory approval, its chief executive
said. Beltone signed an agreement in
February to buy CI Capital, part of Egypt’s
largest listed company Commercial
International Bank, for $104 million.

But the deal failed to secure approval from
the Egyptian Financial Supervisory Authority
(EFSA). The two companies repeatedly
renewed the deal pending approval, but
allowed the terms to lapse in June. Beltone
CEO Bassem Azab told the Reuters Middle
East Investment Summit there was still hope
the deal would proceed.

“We are ready with the cash and the
finance ... We got approval from the general
assembly and we are waiting to close the
deal,” Azab said in an interview at the Summit.

“We are waiting for a comment from EFSA
to give us the green light or we stop proceed-
ing in the transaction ... I think we have a
chance.” Already the country’s largest asset
manager, Beltone had planned to merge itself
with CI Capital to create one of Egypt’s largest
integrated financial institutions.

But EFSA said the deal could not go
through until Beltone’s parent company,

Egyptian billionaire Naguib Sawiris’s OTMT ,
resolved a dispute related to the 2011
demerger of Orascom Telecom Holdings,
which resulted in OTMT’s current sharehold-
ing structure.

Sawiris said in March the deal was being
delayed by security concerns and said state
meddling in business would discourage
investors. OTMT said this month the dispute
had had a bad effect on the company.

There was no immediate comment from
EFSA or CI Capital, which owns one of Egypt’s
biggest financial leasing firms. If EFSA rejects
the CI Capital deal, Azab said Beltone’s next
move would be to pursue other Egyptian
leasing businesses, which finance the pur-
chase of assets like real estate.

“We have a number of targets that we are
looking at and we are waiting to be in this
leasing business... We have prospects but we
did not study any of them yet,” he said.

IPOs, DIVERSIFICATION
The company expects to manage three

initial public offerings this quarter and two
more in the first quarter of next year, with a
total value of 3.5-4 billion pounds, Azab said.
The appetite for IPOs is  increasing as
investors rush to buy before the implemen-
tation of a capital gains tax in May, Azab

said. Egypt froze plans for a 10 percent tax
on capital gains in May 2015 following
investor complaints. The tax is now due to
be implemented starting May 2017.  Azab
said so many companies were interested in
doing an IPO that Beltone could pick and
choose which ones to take on.  “ I  think
investment banking will do very well next
year because of this rush.”

Beltone said earlier this year it planned to
increase its assets under management to 50
billion Egyptian pounds from about 30 bil-
lion. But a central bank decision to limit the
amount that banks can invest in money mar-
ket funds could hamper its growth in that
direction.

Azab said Beltone was now looking to
diversify away from money market funds,
which currently represent about 80 percent
of its assets under management (AUM).

“We did not lose anything when it comes
to AUMs, however, it will affect us in a year or
two. We are diversifying our products and
planning to launch a number of different
funds right now,” he added. Beltone, which
also specializes in securities brokerage, pri-
vate equity, investment banking and
research, is in the process of launching spe-
cial opportunity funds and funds with a focus
on equities, he said. — Reuters

Beltone Financial still
can seal CI Capital deal


