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DUBAI: Faced with dire economic straits due
to low oil prices, Saudi Arabia is gearing up for
deeper production cuts ahead of its massive
Aramco share offering. Analysts say the cuts
aim to rebalance the market after the OPEC
kingpin lost hundreds of billions of dollars in
oil income, posting huge budget deficits in the
wake of the 2014 crash in global crude prices.

Saudi Arabia, the world’s top crude
exporter, is now going a step further by mak-
ing even deeper cuts to its oil production, long
the backbone of the Arab world’s largest econ-
omy. A factor influencing Saudi oil policy is the
planned sale of close to five percent of nation-
al oil conglomerate Aramco in an Initial Public
Offering (IPO) next year. The project, expect-
ed to be the biggest IPO in history, is part of a
vast economic reform program aimed at
reducing the kingdom’s reliance on oil.

A potential rise in oil prices by then will
likely earn the kingdom more returns from the
sale of Aramco stocks-but to what extent
remains a point of debate among analysts. 

For Jean-Francois Seznec of the Atlantic
Council’s Global Energy Center, the increase in
prices will likely be marginal at best but could
still boost the value of Aramco. “The market

will not price the shares based on short-term
price gyrations, (but) rather on long-term
expectations,” Seznec said.  

Kuwaiti oil expert Kamel Al-Harami said
current Saudi oil policy is more geared
towards the Aramco sale. “The Saudi policy is
somehow directly linked to the
planned partial privatization of
Aramco,” Harami told AFP.

Aramco, the world’s largest com-
pany, is being valued at between $1
trillion and $2 trillion, and the five
percent sale could generate up to
$100 billion. Saudi Arabia over the
weekend quashed Western press
reports that the sale could be shelved
and insisted the listing is on track
sometime in 2018.

New paradigm 
Riyadh last week announced it

would reduce its production by 560,000 bar-
rels per day from November-the deepest cut
so far after the historic deal by OPEC and
non-OPEC producers to scale back output by
1.8 million bpd. The deal, passed in November
2016, came two years after Saudi Arabia

defended its original market share strategy,
which flooded an already oversupplied market
and sent prices spiraling. 

“Had it not been for this cut, today’s oil
prices might have been lower than $30 per
barrel,” said Ibrahim Muhanna, a top aide to

former Saudi oil minister Ali Al-Naimi. “OPEC,
through its alliance with key non-OPEC pro-
ducers, has recently created a new paradigm for
managing markets,” Muhanna said in a lecture
at the Arab Gulf States Institute in Washington
last month. Saudi Arabia, a G20 member, has

come under extreme fiscal pressure since the oil
market crash, posting $200 billion in shortfalls
in the past three years, withdrawing an estimat-
ed $245 billion from its reserves and revisiting
the debt market.  The kingdom has also intro-
duced a series of price hikes, imposing fees on

expats and preparing to introduce VAT
in the new year.

Five-year low  
Oil prices, and consequently rev-

enues, rose after the six-month produc-
tion cut deal, which has since been
extended for another nine months until
March. Saudi Arabia and its partners are
now hoping to extend the deal further
and are ready to make even bigger cuts
if needed after having taken a hit under
the market share policy. “Protecting
market share does not really work,” said
Seznec of the Atlantic Council. In a

world of replaceable commodities, like oil,
“once you have market share, you will always
lose it to a lower price”.  

“Now the Saudis seek... an arrangement
with Russia, to have some control on prices,”
Seznec told AFP. The kingdom’s assurance that

its exports in November will be 7.2 million bpd,
the lowest in five years for this period, is proof
of a shift away from the market share policy.
“That policy is dead and buried,” Al-Harami
said. “Now, we are witnessing a new era based
on a new relationship between OPEC and non-
OPEC producers and centered around a
Saudi-Russian understanding,” Harami told
AFP.  Analysts say Saudi Arabia is looking at
the price of around $60 a barrel, on condition
Riyadh can secure support and commitment
from OPEC and non-OPEC producers. 

“We even might hit $60 per barrel before
the end of this year or the beginning of next
year,” said Saudi oil expert Muhanna. Crude
prices made key gains in the past few weeks,
rising above $58 a barrel, substantially above its
level at the start of 2017. China is offering to
buy up to 5 percent of Saudi Aramco directly,
sources said, a move that could give Saudi
Arabia the flexibility to consider various options
for its plan to float the world’s biggest oil pro-
ducer on the stock market. Chinese state-
owned oil companies PetroChina and Sinopec
have written to Saudi Aramco in recent weeks
to express an interest in a direct deal, industry
sources told Reuters. — Agencies

China offers to buy 5% of Aramco directly

Fiscal woes, Aramco IPO driving Saudi oil policy
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HANGZHOU: Customers buy fruits and vegetables at a supermarket in Hangzhou, east China’s Zhejiang province yesterday. China’s factory price inflation rose
again in September, official data showed yesterday. — AFP

LONDON: For months, the outlook for the euro-
zone economy has brightened thanks to  a series
of electoral defeats for political parties that were
critical of the euro currency. Now, votes in
Germany and Austria and uncertainty over the
Spanish region of Catalonia are reviving con-
cerns about the unity of the bloc. In Germany,
the anti-immigration and anti-euro Alternative
for Germany received almost 13 percent of
September’s national vote, putting it in parlia-
ment for the first time. Though the center-right
Christian Democrats came out on top, the
authority of Chancellor Angela Merkel was
weakened by AfD’s relative success.

And in Sunday’s Austrian election, the right-
wing Freedom Party come second with around
27 percent of the vote - enough to possibly
become part of a government. Should the party,
which has sought to downplay the country’s
Nazi past, become part of the government, it
could hinder efforts to further integrate the
economies of the 19 countries that use the euro.

Such measures, advocated for particularly by
France’s new president, Emmanuel Macron, are
considered important to avoid new financial
crises, stabilize the banks and sustain growth.

“Even though Austria is highly integrated and
depends on the eurozone’s structure and open-
ness, a new Austrian government will make the
eurozone’s life harder, trying to push through
self-interests,” ING economist Inga Fechner said.
The euro has edged lower in recent weeks as a
result despite data showing that the eurozone
economy is enjoying one of its strongest periods
of growth since the global financial crisis
exploded a decade ago. Yesterday, it was down
0.2 percent at $1.1795, having been above $1.20
at the end of August for the first time in two
years. Also of potential concern to the eurozone
is the uncertainty surrounding Catalonia follow-
ing its  disputed independence referendum earli-
er this month. Yesterday, there was still a lack of
clarity as to whether the region’s leader, Carles
Puigdemont, has declared independence follow-

ing the vote that Madrid has deemed illegal. The
Spanish government of Prime Minister Mariano
Rajoy has repeatedly said it’s not willing to nego-
tiate with Puigdemont if independence is on the
table, or accept any form of international media-
tion. The government has threatened to activate
Article 155 of Spain’s Constitution, which could
see Madrid take temporary control of some parts
of Catalonia’s self-government.

While the Catalan movement is not explicitly
against the euro, unlike the German and Austrian
right-wing parties, its success would shake the
currency union by breaking up its fourth largest
economy. These political forces come at a time
when the European economy is enjoying one of
its most sustained upswings for a decade. A run
of economic indicators have shown that the
recovery, especially among those countries that
use the euro currency, has been gaining momen-
tum through 2017. The recovery, which has also
seen unemployment come off highs, has prompt-
ed speculation  that the European Central Bank
will start to ease back on some of its emergency
stimulus measures in the coming months. The
growth has been driven partly by the ECB’s stim-
ulus drive, which has pushed down borrowing
rates to record lows, as well as the export-
boosting impact of a relatively low euro in a
growing global trade environment. — AP

MUNICH: Chinese technology group Huawei
unveiled its latest smartphone yesterday, talk-
ing up the advanced artificial intelligence capa-
bilities it hopes will cement its place among the
world’s three biggest manufacturers. The
Shenzhen-based group’s new Mate 10 phone
appears just weeks after Apple unveiled its
top-of-the-line iPhone X, a timing choice many
industry observers have read as a direct chal-
lenge to the California tech titan. Huawei has
become a fixture in listings of the top three
smartphone makers by worldwide unit sales in
recent years, investing heavily in technology
and design to vault beyond the low- and mid-
range devices that still round out its range.

Like rivals Apple and Samsung, it has built
AI features directly into the processor at the
heart of its latest phone, allowing the device to
help users translate between languages, choose

the most appropriate camera settings or take
over busywork like organizing files and photos.
Ideally, AI can help shift such everyday tinker-
ing into the background, saving people time
and minimizing annoyance. “This phone is
designed for ultimate performance, that’s the
most important thing,” Huawei consumer elec-
tronics chief Richard Yu told journalists and
bloggers in the southern German city of
Munich. Huawei uses Google’s Android operat-
ing system rather than keeping the same tight
control over hardware, operating system and
third-party apps as Apple. 

Google executive Jamie Rosenberg made a
brief appearance on stage to promise new tools
early next year to let developers access the
phone’s AI processor. “Computing is undergo-
ing a fundamental shift from being mobile first
to AI first,” Rosenberg said. — AFP
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