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CURRENCY BUY SELL
Europe

British Pound 0.389877 0.403777
Czech Korune 0.005434 0.014734
Danish Krone 0.042456 0.047456
Euro 0. 339507 0.353207
Georgian Lari 0.135067 0.135067
Hungarian 0.001148 0.001338
Norwegian Krone 0.032393 0.037593
Romanian Leu 0.065285 0.082135
Russian ruble 0.004633 0.004633
Slovakia 0.009109 0.019109
Swedish Krona 0.029588 0.034588
Swiss Franc 0.296961 0.307961

Australasia
Australian Dollar 0.210474 0.222474
New Zealand Dollar 0.195668 0.205168

America
Canadian Dollar 0.227038 0.236038
US Dollars 0.300500 0.305800
US Dollars Mint 0.301000 0.305800

Asia
Bangladesh Taka 0.002979 0.003780
Chinese Yuan 0.042607 0.046107
Hong Kong Dollar 0.037062 0.039812
Indian Rupee 0.003564 0.004336
Indonesian Rupiah 0.000016 0.000022
Japanese Yen 0.002607 0.002787
Korean Won 0.000261 0.000276
Malaysian Ringgit 0.069673 0.075673
Nepalese Rupee 0.002581 0.002921
Pakistan Rupee 0.001691 0.002461
Philippine Peso 0.005513 0.005813
Singapore Dollar 0.216647 0.226647
Sri Lankan Rupee 0.001448 0.002028
Taiwan 0.010452 0.010632

Thai Baht 0.008907 0.009457
Vietnamese Dong 0.00013 0.00013

Arab
Bahraini Dinar 0.793387 0.809987
Egyptian Pound 0.014320 0.020038
Iranian Riyal 0.000084 0.000086
Iraqi Dinar 0.000213 0.000273
Jordanian Dinar 0.425322 0.434322
Kuwaiti Dinar 1.000000 1.000000
Lebanese Pound 0.000157 0.000257
Moroccan Dirhams 0.022534 0.046534
Omani Riyal 0.784851 0.790531
Qatar Riyal 0.079376 0.084316
Saudi Riyal 0.080140 0.081440
Syrian Pound 0.001291 0.001511
Tunisian Dinar 0.101632 0.109632
Turkish Lira 0.050017 0.061517
UAE Dirhams 0.081507 0.083207
Yemeni Riyal 0.000990 0.001070

EXCHANGE RATES
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Bahrain outlook improves on 
GCC support, fiscal reforms

Kingdom unveils ambitious package of measures to balance the budget 
KUWAIT: After months of discussions, Saudi Arabia,
UAE and Kuwait agreed to provide Bahrain with $10 bil-
lion in financial support over five years to help shore up
the kingdom’s finances and restore investor confidence.
The aid appears to be contingent on the kingdom enact-
ing measures to cut high public spending and raise non-
oil revenues. For soon after the announcement, the gov-
ernment unveiled its Fiscal Balance Program (FBP), a
series of reforms aimed at reducing by 2022 the fiscal
deficit from the current estimate of 8 percent of GDP to
zero and the public debt from around 90 percent of GDP
to 82 percent of GDP. While the FBP’s targets of reining in
public spending and lowering the kingdom’s public debt
are ambitious and challenging, the outlook for Bahrain has
improved as Investors will be reassured by the recent
approval by parliament of a draft value-added (VAT) law
and an amended pension law, which highlights the deter-
mination and urgency with which the authorities are
approaching matters. 

Markets had questioned Bahrain’s fiscal sustainability
amid high debt levels and thinning external buffers.
Concerns about the sustainability of the kingdom’s high
debt level and ability to honor its financial obligations
came to a head last June amid a sell-off of government
bonds, higher risk premiums and increased pressure on the
Bahraini dinar in the foreign exchange market. Yields on
five-year government debt, already rising since April in
response to the US Fed’s monetary tightening program,
spiked to above 9 percent in late June, as investors grew
concerned about the government’s high public debt of
around 90 percent of GDP following several years of dou-
ble-digit fiscal deficits. 

Investors’ concerns about Bahrain’s ability to defend its
fixed exchange rate peg were amplified amid further thin-
ning of the kingdom’s external reserves. The 12-month
Bahraini dinar forward rate against the US dollar hitting a
seventeen-year low of 0.382 (compared to the official
pegged rate of 0.376 Bahraini dinar per dollar).

The kingdom’s foreign reserves, which had been steadi-
ly decreasing since 2014 after oil prices collapsed, fell to
$1.32 billion in July, which is not far off the sixteen-year
low of $1.27 billion the kingdom’s reserves dropped to a
year earlier and barely enough to cover forty days of
imports. This is much lower than the minimum of ninety
days of imports that the IMF considers desirable.  

Meanwhile, Bahrain’s main credit default swaps (CDS)
on five-year government debt, which tend to be bell-
wethers of a sovereign’s level of risk, jumped 290 bps
year-to-date, to levels not seen since the financial crisis of
2009. 

On reflection, there were signs as early as March that
markets were beginning to be uneasy about the state of
the kingdom’s finances and pricing in the additional risk.
There had been little traction on reforms and the promised
rollout of the VAT as part of a GCC-wide agreement had
yet to materialize.

There had also been little movement on the reported
request by the authorities for additional financing from the
GCC outside of those funds already earmarked for infra-
structure and housing projects under the umbrella of the
Gulf Development Program, a $10 billion aid package
offered to Bahrain and Oman in 2011 to help the two coun-
tries deliver on public promises-and which has been a key
driver of non-oil growth in Bahrain. 

In such an environment, Bahrain was forced to shelve
plans for a conventional bond and a longer-tenor sukuk
sale after investors sought very high yields; instead, the
sovereign issued a 7-year, $1 billion sukuk, priced at 6.875
percent-higher than the 5.25 percent the kingdom was
able to offer on an $850 million, 8-year sukuk sold in
December 2017. A plan by the Bahrain National Oil and
Gas Authority (NOGA) to issue $1 billion of debt was also
cancelled, due to low investor interest. With its debt classi-
fied as below investment-grade by major rating agencies

S&P (B+), Moody’s (B2) and Fitch (BB-), the government
was unable to negotiate better rates. 

GCC steps in 
As Bahrain faced the prospect of losing access to fund-

ing with borrowing costs turning prohibitively high, Saudi
Arabia, Kuwait and the UAE announced their intention to
offer the kingdom an integrated financial support package.
Details were not disclosed at the time, but the GCC’s inter-
vention was crucial, helping to calm jittery markets and
provide the kingdom with much-needed breathing space. 

Some details have since been fleshed out. The sum of
$10 billion was announced on 4 October, with the package
likely to be a mix of loans, deposits and grants, to be dis-
bursed in installments over five years. The first payment of
up to $2 billion is due before the end of the year. It is
believed that Bahrain’s access to additional tranches will
possibly be contingent on the passage of certain reforms.

At $10 billion, the support package would cover most
of the kingdom’s external debt due to mature between
4Q18 and 2022, which is estimated at around $12 billion.
(Chart 5.) The first of these obligations is a $750 million
sukuk repayment due in November. Doubts about
Bahrain’s capacity to cover this near-term debt obligation
was one of the catalysts in the June sell-off. 

Nevertheless, the GCC’s timely intervention had the
intended result-allaying investors’ fears and restoring
Bahrain’s access to the markets. Since peaking in June,
Bahrain’s five-year CDS have fallen by 280 bps, govern-
ment bonds have rallied, with the yield on five-year gov-
ernment debt falling by just over 3 percentage points, and
pressure on the currency peg has also eased. 

But the real achievement of the support package could
be in encouraging Bahrain to expedite some of the delayed
fiscal and economic reforms that had been previously pro-
posed as part of the kingdom’s Economic Vision 2030. 

Ambitious package 
The kingdom subsequently released a 33-page ‘Fiscal

Balance Program’ (FBP) report immediately after the GCC
announcement, leading many to postulate that the offer of
financial assistance is indeed linked to implementation of
the FBP. In it, the authorities intend to both balance the
budget and reduce the public debt to 82 percent of GDP
by 2022.

They outline six major initiatives through which they
intend to generate BHd 800 million ($2.1 billion) in savings
by 2022: i) reducing government operational expenditure;
ii) introducing a voluntary retirement scheme for govern-
ment employees; iii) balancing the Electricity and Water
Authority’s expenditures and revenues by 2022 by adjust-
ing tariffs; iv) streamlining the distribution of cash subsi-
dies to low-to-middle income citizens; v) improving the
efficiency of government spending; and vi) simplifying
state processes, strengthening accountability within gov-

ernment departments and increasing non-oil revenues. The
establishment of new procurement and debt management
units within the Finance Ministry, are also in the program.

The central argument of the FBP is that non-oil rev-
enues have not kept pace with economic diversification.
Between 2002 and 2007, while the non-oil sector’s share
of GDP increased from 58 percent (BHD 3.5 billion) to 82
percent (BHD 10.2 billion) as the kingdom pursued diversi-
fication, the contribution of non-oil revenues to total gov-
ernment revenues actually shrank from 33 percent (BHD
0.33 billion) to 25 percent (BHD 0.55 billion). 

Realizing the goals 
Chief among these will be the target of cutting gov-

ernment expenditures by BHD 800 million by 2022, or
from 26.6 percent of GDP in 2018 to 19.5 percent of
GDP in 2022. 

While government spending has been on a downward
trajectory since peaking at 30.4 percent of GDP in 2015
on the back of some limited subsidy cuts and pullbacks in
capital expenditures, further savings will need to be made
for the authorities to reach their target. And cuts of around
11 percent in nominal terms to current expenditures, which
include politically sensitive items such as wages and subsi-
dies, have been proposed. Cuts in wages, which make up
the bulk (around 40 percent) of total recurrent spending,
may prove to be very difficult to implement.  

Moreover, there are risks to domestic demand and con-
sumer confidence of an acceleration in the pace of austeri-
ty. A reduction in spending as a share of GDP by 7 per-
centage points over a span of just four years is not
insignificant. Proposed cuts to capital spending of 38 per-
cent in the FBP could also be too steep, with negative
impact on medium-to-long term productivity growth.
However, it is hoped that with such measures, foreign
investors will be more positive about the outlook and the
private sector would more than compensate for the retreat
of the public sector. Bahrain also approved a law that
would allow foreign companies to set up independent sub-
sidiaries in the kingdom, to ultimately support foreign
investment inflows, create more jobs and prop up growth.

Challenges
While major challenges exist, opportunities for a rever-

sal of the recent trend abound. For a start, the government
appears to have secured the buy-in of parliament, at least
for the spirit of the FBP if not all the details at this stage.
Having been recalled from recess on October 7 for an
‘extraordinary’ session, the Bahraini legislature approved
both the draft 5 percent VAT law and the amended pen-
sion law. The sign-off on the VAT bill paves the way for the
tax to be levied for the first time in 2019, while the passage
of the amended pension law will now see pensions and the
pension bonuses of government ministers, members of
parliament and municipal councilors pared back. So addi-

tional savings and revenues are potentially on the cards.
The approval appears to have been expedited ahead of

the parliamentary elections scheduled for November 24,
perhaps in an effort to secure the GCC aid package soon-
er. Granted, some opposition groups had boycotted this
session, but the fact that some political and presumably
popular support could be secured so quickly is an impor-
tant step, and one that demonstrates the government’s
commitment to the reforms outlined in the FBP.  

Good implementation of Bahrain’s Economic Vision
2030, which comprises over $32 billion worth of priority
development projects, in both the oil and non-oil sectors,
will strengthen and diversify the economy, create more
jobs and attract more foreign investments.

One promising sector that should contribute signifi-
cantly to Bahrain’s diversification and reform efforts is the
financial sector. It is the second largest sector of the econ-
omy after oil and is set to make some headway, too, espe-
cially in the area of financial technology innovation.
Relative to the other major financial hubs in the region,
Bahrain has sizeable cost advantages. Indeed, according to
Bahrain’s Economic Development Board, the cost of doing
business in the kingdom’s financial sector is up to 40 per-
cent lower than it is in Dubai. 

Long-term economic vision
The GCC financial package should provide welcome

support to the government’s infrastructure program,
which envisages investment by the private sector and
GCC investors as well as the government. Some of the
major projects include: (i) the expansion of Bahrain’s
International Airport ($1 billion), which will increase pas-
senger capacity to support the tourism sector; (ii)
Bahrain’s national oil company modernization project;
and (iii) an expansion project by Alba to lift aluminum
production by more than 50 percent. These projects will
help boost growth and create jobs, compensating for
some of the negative effects on growth caused by the fis-
cal measures.   

We are now more optimistic about the economic out-
look for Bahrain, though risks remain. For sure, the reforms
proposed in the FBP and more broadly in the Bahrain
Economic Vision 2030 are ambitious and socio-politically
sensitive. But the indications so far are that the authorities
are committed. With disbursements of the GCC aid pack-
age likely to be tied to fiscal reforms and an improvement
in the kingdom’s financial metrics, there is less likelihood of
backsliding on its reform efforts. The pace of reform exe-
cution will need to be carefully managed, however, so as
not to impinge on domestic demand. 

Serious and front-loaded progress on the announced
measures will send positive signals to investors that the
government intends to forge ahead with its economic
reform program and will alleviate some doubts about what
is perceived to be overly ambitious goals. 

Middle East oil 
producers turn to 
digital toolbox 
for cost savings 
By Gareth Kirkwood 

As the world’s biggest oil companies,
including the UAE’s ADNOC and
Saudi Aramco, ramp up investments

in new production capacity amid $75 oil
prices, they are eagerly eyeing new digital
tools that could deliver millions of dollars
in savings. Enter predictive analytics - the
closest an industry beset by uncertainty
and technical complexity can get to a
crystal ball.

Already, more than half (57) of the
world’s 100 largest oil and gas firms - sev-
eral in the Middle East - are already using
or have plans to use predictive analytics,
according to LR’s latest Technology Radar
Special Report, titled ‘Predictive Analytics
in Oil and Gas: The future in focus’, which
will be launched next week in Abu Dhabi
on the eve of ADIPEC 2018. 

One tool alone, Machine Learning and
predicting failures has, for example, been
found to generate savings of many hun-
dreds of thousands of dollars per drill rig
and multiple millions on gas pipelines in the
eastern US. Giving predictive analytics a
cold shoulder would be a costly mistake for
Middle Eastern oil, especially when you
consider there are 160 offshore rigs alone
operating across the Gulf. 

This advanced form of analytics expands
on the digital journey established by artifi-
cial intelligence (AI), big data and others. It

promotes visibility - the bedrock of relia-
bility and efficiency in global energy secu-
rity. How to glimpse into the future - i.e.
leveraging predictive analytics - will be at
the top of the digital agenda of boardroom
conversations in the Middle East in 2019. 

Sweet spots abound. Within the top 100
companies, evidence of predictive adop-
tion is most extensive upstream, in oil-field
equipment and services, exploration and
production. The largest firms, mainly inte-
grated oil and gas companies appear to
have advanced furthest. Midstream and
downstream can also significantly benefit
in the Middle East, especially since the
region took the aged refining reins from
Europe to establish one of the world’s most
sophisticated and flexible hubs. 

Imagine the enormous impact on profit
& loss accounts, balance sheets and com-
petitivity, if predictive analytics can be
properly applied to the large number of
ageing refineries around the region and to
the raft of new facilities being planned and
soon to come on line. This has durable val-
ue, as the International Energy Agency
(IEA) expects the region to have the
world’s biggest growth in refining capacity
up to 2023. Over the next five years, this
cutting-edge digital tool can bolster pro-
duction while streamlining costs and cut-
ting risks. That’s a very good deal for those
willing to grab the opportunity. 

Digging for diamonds 
‘Data diamonds’ are key to unlocking

the most valuable insights via predictive
analytics. The global data sphere will grow
to 163 zettabytes (ZB) by 2025, which is a
trillion gigabytes and a staggering ten
times the 16.1ZB of data generated in 2016,
according to the International Data
Corporation (IDC). 

As data volumes surge, tools like pre-
dictive analytics will enable companies

to focus on the quality of information rather
than an overload. Quality over quantity will
prevail! The more data intelligently gathered,
the more it is analyzed, the more lessons are
learned, and the more efficiencies and visibil-
ity will be achieved. 

This intelligence will be a much-needed
release valve in what is an increasingly intense
pressure cooker in the Middle East and beyond.
Energy stakeholders face tall orders on every
front. Energy consumption in the Middle East
alone is expected to rise by 54 percent up to
2040, according to BP Outlook, while the near-
30 percent gain that the United Nations’ (UN)
expects in the global population by 2050 is also
echoed in most Gulf countries. 

Demanding environmental regulations
spawned by the Paris Agreement and cross bor-
der geopolitical tensions that hinder collabora-
tions are also ramping up the ante. The pressure
cooker cannot afford to blow. 

Smart and swift solutions that maximize the
clout of the digital revolution are the safest
answer in an industry renowned for its myriad of
unknowns. The OPEC+ agreement (the deal
between OPEC and non-OPEC members to cur-
tail output), the US’ sanctions on Iran, trade
wars and environmental regulations like the
International Maritime Organization’s (IMO)
sulfur cap of 0.5 percent on bunker fuel from
2020 are all potential triggers for volatility in
the Middle East’s oil market. 

The multi-billion-dollar savings identified in
LR’s Technology Radar special report have the
power to help stabilize Middle Eastern oil stake-
holders’ balance sheets and spur much-needed
research and development (R&D) to commer-
cialize digital innovations. The latter is especially
relevant to many Gulf nations’ Visions to
become knowledge-based economies; the UAE
included. 

Primary players from energy companies,

technology firms and government to academia
and financial institutions (FI) must lower the
brick walls that crimp the flow of knowledge
sharing. This is not new territory for Middle
Eastern oil stakeholders; their track record since
the sharp decline in oil prices in 2014 for sharing
knowledge and embracing digital disruption
stands them in good stead. 

Predicative analytics are essentially a highly
intelligent heads up that enables proactive
action to be taken affordably and efficiently,
saving millions of dollars and potentially even
lives. While Middle Eastern oil stakeholders’
digital tools have been shedding light on the
dark corners of operational inefficiency for
years, predictive analytics gives them a very
powerful spotlight to see every detail. They must
be patient and persevere; the 20/20 vision will
be worth it. Note: Gareth Kirkwood is
Managing Director for Middle East and India,
Lloyd’s Register


