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WORLD Global debt issuance up 14% to $6.5 trillion in 2016
S&P Global Ratings indicated that bond issuance worldwide to-
Technology IPOs down 68% to $8.8bn in 2016 taled $6.5 trillion in 2016, up by 14.3% from $5.7 trillion in 2015.
PwC indicated that there were 53 initial public offerings (IPOs) It said that non-financial institutions issued $2.07 trillion in
in the technology industry worldwide in 2016, down by 42.4% bonds, or 31.7% of total debt issuance, in 2016. Financial insti-
from 92 IPOs in 2015. Further, the amount of capital raised tutions followed with $1.86 trillion (28.4%), then structured fi-
through tech IPOs totaled $8.75bn in 2016, down by 67.7% from hance issuance with $854.4bn (13.1%), international public
$27.1bn in 2015, constituting the lowest annual level in 10 years.finance issuance with $747bn (11.4%), rated-sovereigns with
Technology companies raised $2.3bn through 24 IPOs during the$561.5bn (8.6%), and U.S. public finance issuance with $444.8bn
first half and $6.5bn through 29 IPOs during the second half of (6.8%). It also indicated that international public finance issuance
2016. PWC noted that the decline in technology IPOs was due tadrew by 82.3% in 2016, followed by sovereign rated debt with a
macroeconomic and geopolitical uncertainties in Europe and therise of 54.8%, U.S. public finance issues (+11.8%), issuance by
U.S. that led companies to delay their IPOs to 2017, as they exfinancial institutions (+8.9%) and debt issued by corporates
pected a more favorable market environment to emerge. The av{*+7.1%). In contrast, global structured finance bonds decreased
erage deal size of technology IPOs reached $165m in 2016, dow®y 6.1% in 2016. S&P forecast new debt issuance to grow by
by 44.1% from an average of $295m in 2015. In parallel, Euro- 2.9% in 2017, mainly driven by the European Central Bank’s de-
pean technology companies raised $3.7bn through 10 IPOs, fol-Cision to extend its quantitative easing policies, as well as by in-
lowed by Asian technology firms, excluding those in China, with creased Chinese issuance and expectations of higher GDP growtt
$1.8bn (nine IPOs), U.S. technology corporates with $1.8bn (16in the U.S. It anticipated international public finance and sover-
IPOs), and Chinese technology firms with $1.4bn (18 IPOs). €ign debt issuance to grow by 5% each in 2017, corporate bond
Overall, the internet software & services sub-sector raised $4.7bniSSU€S to increase by 4.3%, new structured finance debt to rise by
in 2016, followed by the information technology consulting & 3% and issuance by financial institutions to grow by 2.1% year-
services sub-industry with $3bn, the semiconductors sub-sectoron-year, while it estimated U.S. public finance issuance to con-
with $517m, the electronics segment with $293m, the commu- tract by 7% in 2017.
nications equipment sub-industry with $239m, and the computer Source: S& P Global Ratings

storage & peripherals sub-sector with $41m. PwC anticipated the MENA
prospects of higher economic growth to support global technol-

ogy IPO activity in 2017. Logistics environment varies in Arab region

Source: PwWC Transport International's 2017 Agility Emerging Markets Logis-
L L . o ) tics Index indicated that the UAE has the third most attractive

Majority of institutional investors satisfied with market for the logistics industry among 50 emerging countries

their real estate investment and ranks in first place among 13 Arab countries. Saudi Arabia

A survey of institutional investors in alternative assets, conductedfollowed in fifth place, then Qatar (12th) and Oman (13th). In
by research provider Preqin, indicated that 93% of investors saidcontrast, Tunisia (42nd), Libya (46th) and Lebanon (47th) have
that they have met or exceeded their expectations about their redihe least favorable market conditions for the logistics industry in
estate investments in 2016, compared to 90% of respondents whahe Arab region. The Index ranks emerging markets based on the
had similar views in 2015. Also, 50% of surveyed investors had size of their economy, business conditions, infrastructure and
a positive perception of the real estate asset class in 2016, whil@ther factors that make them attractive to logistics companies, air
only 7% of participants had a negative perception. Further, thecargo carriers, shipping lines, freight forwarders and distribution
survey shows that 48% of investors are below their target allo- firms. The index is a weighted average of three sub-indices that
cation to real estate funds, while only 22% of respondents con-are Market Size & Growth Attractiveness, Market Compatibility,
sidered that they have over-allocated funds in this asset class. [and Market Connectedness. The Arab region's average score
added that 36% of respondents plan to increase their real estatgtood at 5.06 points, unchanged from the 2016 Index, and above
investments in the long term and 10% of participants intend to the emerging markets’ average of 5 points. Also, GCC and non-
allocate less capital to real estate funds. In parallel, the surveyGCC Arab countries had average scores of 5.85 points and 4.38
pointed out that 52% of real estate fund managers consider thepoints, respectively. The scores of seven Arab countries regressed
valuation of assets to be their biggest concern currently, while while those of six countries improved from the previous survey.
37% of respondents believe that the ongoing volatility and un- Egypt (10th), Saudi Arabia (14th) and the UAE (18th) were the
certainty in global markets is their second biggest concern. Fi- top ranked Arab countries on the Market Size & Growth Attrac-
nally, the survey indicated that private equity real estate firms tiveness. Further, the UAE (1st), Qatar (2nd) and Oman (3rd) led
invested a total of $202bn through 3,136 deals in 2016, consti-emerging markets on the Market Compatibility Sub-Index; while
tuting a decrease of 6.4% from 3,349 deals worth $241bn in the UAE (1st), Saudi Arabia (5th) and Oman (6th) were the top
2015. It attributed the slowdown in investment activity to finan- ranked Arab countries on the Market Connectedness Sub-Index.
cial market volatility, the Brexit vote, concerns about the Chinese Source: Transport International, Byblos Research

economy and uncertainty in the run up to the U.S. presidential

election.

Source: Pregin



OUTLOOK

real GDP growth at 1.5% this year as a result of reduced oil pro-
EMERGING MARKETS duction and higher investment spending. In addition, it forecast
Net private capital inflows to reach $679bn in 2017  the inflation rate to rise from 1.8% in 2016 to 3.5% in 2017 as a
The Institute of International Finance projected non-resident pri- result of subsidy cuts, and to further increase to 4.6% in 2018
vate capital inflows to emerging markets (EMs) at $679bn in With the introduction of the VAT. It said that downside risks to
2017, nearly unchanged from $678bn in 2016, due to heightenedthe UAE's outlook include lower-than-anticipated oil prices,
global uncertainties and rising political and policy risks. It noted higher interest rates that could increase debt servicing costs anc
that its current projections for 2017 are $90bn below its Novem- worsen credit quality.
ber 2016 forecast of $769bn as a result of weaker FDI inflows to
EMSs. It considered that the main risks to the outlook are related The IIF projected the UAE's fiscal deficit to narrow from 3.3%
to the uncertainty about the possible protectionist measures byof GDP in 2016 to 1.1% of GDP in 2017 as a result of the fiscal
the U.S. Administration and the outcome of the French presiden- adjustment and modest increase in oil prices. As such, it antici-
tial elections. pated the UAE's fiscal breakeven oil price to decline from $76
p/bin 2014 to $55 p/b in 2017. The IIF considered that the UAE
In parallel, the IIF revised downward its November forecast for would finance its fiscal deficits by tapping its substantial foreign
inflows to Emerging Asia by $17bn to $331bn, those to Latin assets and through external borrowing. It forecast the UAE's net
America by $50bn to $192bn, inflows to the Middle East & external assets to decline from 192% of GDP in 2016 to 181%
Africa by $9bn to $108bn and those to Emerging Europe by of GDP this year, and for the public debt level to increase from
$14bn to $48bn. Also, the IIF forecast net direct investment in 49.8% of GDP last year to 51.3% of GDP in 2017.
EMs at $386bn in 2017, down from $406bn in 2016, which Source: Institute of International Finance
would constitute its lowest level since the global financial crisis SAUDI ARABIA
in 2008. It expected net portfolio inflows to increase slightly from
$73bn in 2016 to $74bn in 2017. Also, it forecast net inflows Non-oil growth at 1% in 2017 on supportive fiscal
from commercial bank lending to increase from $119bn last year policy

to $125bn in 2017, which would constitute their highest level jaqwa Investment expected Saudi Arabia’'s real GDP growth to
since 2014, mainly due to the stabilization of banking flows to Jecelerate from 1.4% in 2016 to 0.2% in 2017 due to a contrac-
China. In parallel, it projected net inflows from non-bank private tjon in hydrocarbon sector activity. It forecast hydrocarbon real
lending to grow from $80bn in 2016 to $94bn this year. Itrevised Gpp to shrink by 0.3% in 2017 relative to a growth rate of 3.4%
its projection downward by $55bn for net direct investment in 2016, due to the drop in crude oil production under the OPEC
2017, by $27bn its net portfolio investment forecast and by $14bn agreement. It projected growth in the non-oil private sector to ac-
its projection for non-bank private lending. celerate from 0.1% in 2016 to 1% this year, driven by improved

) ) ) sentiment, the government's supportive fiscal policy, as well as
In parallel, the IIF projected resident capital outflows from EMs  py corporate lending and, to a lesser extent, by domestic con-
to increase from $658bn in 2016 to $724bn in 2017. As such, it symption. It projected growth in wholesale & retail trade, which

forecast net capital flows from EMs at $238bn in 2017 relative gccounts for 16.1% of non-oil GDP, at 0.4% in 2017: followed
to $373bn in 2016, and at $489bn this year compared to $616bnyy non-oil manufacturing (14.9% of non-oil GDP) at 2.4%: trans-

last year when including errors and omissions. port & communication (14% of non-oil GDP) at 2.4%; residential
Source: Institute of International Finance real estate (9% of non-oil GDP) at 7.5%; construction (8.5% of
UAE GDP) at 0.8%; and finance, insurance & business services (6.3%

n n of GDP) at 2.9% in 2017. Further, it considered that downside
Non-hydrocarbon growth at 2.9% in 2017, fiscal risks to Saudi Arabia's outlook include concerns about global
deficit at 1.1% of GDP economic and political risks, a prolonged period of low oil prices,
The Institute of International Finance projected the UAE's real continued volatility and tightening of global financing conditions,
GDP growth to decelerate from 2.2% in 2016 to 1.9% in 2017, as well as delays in the implementation of planned reforms.
mainly due to a drop in oil production following the OPEC agree-

ment. It forecast hydrocarbon output to contract by 0.3% in 2017 In parallel, Jadwa indicated that the recovery in oil prices in 2017
compared to a growth rate of 2% in 2016, with oil production de- would ease the pressure on the Kingdom's fiscal and external bal-
clining from 3.06 million barrels per day (b/d) last year to 3 mil- ances. It projected the current account deficit to narrow from 8%
lion b/d this year. It projected non-hydrocarbon sector activity to of GDP in 2016 to 1.7% of GDP in 2017. Further, it forecast the
pick up from 2.3% in 2016 to 2.9% in 2017, driven by the easing fiscal deficit to narrow from 16.8% of GDP in 2016 to 6.1% of
of fiscal consolidation, a rebound in consumption spending ahead GDP in 2017, due to higher oil prices and prudent fiscal spend-
of the introduction of the value-added tax (VAT) in 2018, as well ing. It expected authorities to finance the 2017 deficit through
as by increased investment spending to finance Dubai's World drawing down the stock of foreign assets at the Saudi Arabian
Expo 2020 and other key projects. It expected growth in the non- Monetary Agency (SAMA) and via local and foreign debt is-
hydrocarbon sector at between 3% and 4% over the medium termsuance. As such, it expected the Kingdom's public debt level to
amid the low oil price environment that would prevent a signif- rise from SAR317bn, or 13.2% of GDP, in 2016, to SAR433bn,
icant increase in public spending. It projected Dubai's real GDP or 16.4% of GDP, in 2017. It forecast SAMA's foreign reserves
growth at about 3% in 2017, driven by the emirate's diver: to decline from $523bn at the end of 2016 to $463bn at end-2017.
economy and growth engines, while it anticipated Abu Dr Source: Jadwa I nvestment
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ECONOMY & TRADE

EGYPT ANGOLA

Economy in transition following key measures Sovereign ratings affirmed, outlook 'negative’

Regional investment bank EFG Hermes considered the currentsgp Global Ratings affirmed at 'B/B' Angola's long- and short-
fiscal year that ends in June 2017 to be an adjustment phase foferm foreign and local currency sovereign credit ratings, and
the Egyptian economy following major structural changes, such maintained the 'negative’ outlook on the ratings due to risks of
as subsidy reforms and the liberalization of the Egyptian pound.wider-than-expected current and fiscal deficits. It attributed the
It estimated domestic demand to grow by 2.8% in FY2016/17, ratings’ affirmation to its expectation that global oil prices will
the lowest growth rate in 10 years as a result of inflationary pres-rise in the coming two years, which would stabilize the current
sures. It added that a positive net exports position, due to a conaccount deficit and help narrow the fiscal deficit in case public
traction in imports and to higher exports, would support activity spending does not pick up. Still, it considered that Angola's econ-
this year. In addition, it reduced its growth forecast to 4.4% in omy remains weak and that the external and fiscal deficits con-
FY2017/18 from 4.8% previously, due to the weaker currency. tinue to be relatively wide. It forecast real GDP growth to
Still, it attributed the expected year-on-year acceleration in ac- accelerate from 0.5% in 2016 to 1.4% in 2017 and to average
tivity from 3.8% in FY2016/17 to a pick-up in domestic and for- 3,39 annually during the 2017-20 period, in case oil production
eign investment and to the anticipated increase in gas productionand prices increase and positively affect the non-oil economy.
Further, it revised upward its forecast for the average inflation Further, it projected the current account deficit to narrow from
rate to 23.5% in FY2016/17 from 19.8% previously and to 13.9% gn average of 9% of GDP annually during the 2015-16 period to
in FY2017/18 from an earlier projection of 11.2%, as it did not 7.7% of GDP annually between 2017 and 2018, while it antici-
expect the currency to significantly appreciate in 2017. It antici- pated Angola's gross external borrowing requirements to exceed
pated the pound to trade at between EGP17 and EGP18 againgto0% of current account receipts plus usable reserves per yea
the US dollar during 2017. In parallel, EFG said that authorities gver the 2017-20 period. Further, S&P forecast Angola’s fiscal
would meet their fiscal targets for the second loan tranche of thedeficit at 5.2% of GDP in 2017 and expected it to gradually nar-
IMF program of $1.25bn due in March 2017. But it considered row to 2% of GDP in 2020, in case oil prices and export receipts
the fiscal targets for the rest of the program to be very ambitious,increase. In addition, it said that the Angolan Kwanza depreciated
given the extent of the pound's weakness. It noted that the govihy more than 60% against the US dollar since 2014, which has
ernment has to increase fuel prices in the coming month in ordefincreased the public debt burden, given that 50% of the debt stock
to meet its June 2017 fuel subsidy target, which could be chal-js denominated in foreign currency. As such, it noted that the pub-

lenging on the social and economic fronts after the 30% rise injic debt level grew from 30% of GDP in 2014 to 55% of GDP in
November 2016. EFG projected the fiscal deficit to narrow from 2016, and expected it to reach 57% of GDP in 2017.

10.7% of GDP in FY2016/17 to 8.1% of GDP in FY2017/18.  Source: S&P Global Ratings

Source: EFG Hermes GHANA
_ UAE Fiscal reforms crucial for fiscal sustainability
Abu Dhabi ratings affirmed, outlook 'stable’ The International Monetary Fund indicated that Ghana continues

S&P Global Ratings affirmed at 'AA/A-1+' Abu Dhabi's long- to face a challenging economic environment in the context of a
and short-term foreign and local currency sovereign credit rat- large fiscal slippage, an elevated public debt level, a wide external
ings, with a 'stable’ outlook on the long-term ratings. It noted that deficit, persistent inflationary pressure and subdued economic
Abu Dhabi's ratings are supported by its strong fiscal and externalgrowth. It estimated Ghana's real GDP growth at 3.6% in 2016,
positions, and by its high GDP per capita. It indicated that Abu and noted that the decline in the inflation rate in 2016 has been
Dhabi's large net asset position provides a buffer to offset the negslower than expected. Further, it estimated the fiscal deficit to
ative impact of low oil prices on economic activity, public rev- have widened to 9% of GDP last year and to have missed the fis-
enues and the external account. It projected Abu Dhabi's net fiscatal target of 5.25% of GDP for 2016 under the current IMF-sup-
assets to remain above 200% of GDP annually over the 2017-2(orted program. It attributed the fiscal slippage to weak public
period, one of the highest levels among rated sovereigns. It saidevenues and higher-than-anticipated spending. As such, it noted
the 'stable’ outlook on Abu Dhabi's ratings reflects the emirate'sthat the public debt level increased to about 74% of GDP at the
resilient economy and strong fiscal position, despite continuedend of 2016. Further, it estimated the current account deficit to
structural and institutional weaknesses. It projected Abu Dhabi'shave narrowed to 6.5% of GDP in 2016, which has helped accu-
real GDP growth to average 2.7% during the 2017-20 period, sup-mulate foreign currency reserves. The IMF indicated that the
ported by a gradual rise in oil prices and higher public invest- |arge fiscal slippage in 2016 requires strong fiscal consolidation
ments. Further, the agency expected the fiscal balance to shifmeasures to restore debt sustainability. In this context, it wel-
from a deficit of 3.6% of GDP in 2016 to a surplus of 0.7% of comed the government's plan to reduce tax exemptions and im-
GDP in 2017, as authorities continue to implement fiscal adjust- prove tax compliance, among other measures. In addition, it
ment measures at a moderate pace. It anticipated Abu Dhabi tevelcomed the government's plan to conduct a full audit of out-
finance its 2017 deficit by drawing down assets at the Abu Dhabi standing obligations, as well as its readiness to take strong reme-
Investment Authority (ADIA), and via local and foreign bond is- dial action to ensure the integrity of public finance management.
suance. As such, it expected Abu Dhabi's government debt levelFurther, the Fund called on authorities to address the large finan-

to nearly double from an average of 2.6% of GDP durin cial imbalances of state-owned enterprises in the energy sector
2013-16 period to 6.7% of GDP in the 2017-20 period. to avoid the build-up of contingent liabilities.
Source: S& P Global Ratings Source:_International Monetary Fund
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BANKING

AFRICA JORDAN

Macroeconomic challenges to weigh on banks' Stable outlook on the banking sector for 2017

asset quality and profitability Fitch Ratings indicated that it has a stable outlook on the Jordan-
Fitch Ratings maintained its negative outlook on Sub-Saharan ian banking sector, as it expected the banks' financial metrics to
Africa’s (SSA) banking sector due to elevated risks to the banks' Pe broadly unchanged amid a stable but very challenging and vul-
asset quality, foreign-currency liquidity and capital, given the nerable operating environment. It said that Jordanian banks have
subdued economic growth and low commodity price environ- high exposure to the domestic market through holdings of gov-
ment. It noted that the negative outlook also reflects the fluctua- €rnment bonds, local funding sources and lending to the public
tion of currencies and interest rates in the region. It indicated that Sector. It noted that the growth rate in lending decelerated from
reduced foreign currency liquidity constitutes a major concern 9.6% in 2015 to 6.4% in the first 11 months of 2016, and pro-
for SSA banks, as it exposes them to refinancing risks and weaketd€cted demand for credit to be moderate in 2017. Also, it pointed
asset quality. It noted that foreign currency reserves have signif- 0ut that the banking sector is adequately capitalized with an av-
icantly decreased in SSA countries that are highly dependent on€rage capital adequacy ratio of 19.1% at the end of 2015, well-
hydrocarbon exports, such as Nigeria, Angola and Ghana, whichabove the 12% minimum regulatory requirement. It did not
raises concerns about the authorities' ability to support the banksexpect pressure on the banks' capitalization in 2017 due to the
foreign obligations in case of need. It added that capital inflows moderate growth in lending and to the stable operating environ-
are limited, as foreign investors remain cautious about these ment. It indicated that the banks' asset quality is sound and that
economies. Further, Fitch expected macroeconomic challengesbanks continue to clean up their balance sheet from legacy im-
especially in Ghana and Nigeria, to further weigh on the banks' paired loans. But it said that the banks’ loan books are concen-
asset quality and to result in higher non-performing loans in 2017. trated, especially to the public sector, and expected banks to
It noted that the stabilization of commodity prices could ease compete for lending opportunities given the limited availability
credit losses, but it cautioned about the banks' exposure to the oiPf strong corporates. Still, it noted that banks have healthy pre-
sector. In parallel, it anticipated lending growth to decelerate in impairment operating profits that provide an extra cushion
2017 due to subdued economic activity and to the banks' reducecgainst an increase in impaired loans without a negative impact
appetite for lending, which would weigh on their profitability and ~ ©n capital. Fitch expected the banks' profitability to remain stable
capitalization. Overall, the agency anticipated SSA banks to face in 2017 despite continuous pressure on their net interest margins.
increased uncertainty and additional pressure on their financial Source: Fitch Ratings

profiles in 2017. It noted that 34% of rated banks in the region TURKEY
are on 'negative' outlook compared to zero banks a year earlier.

Source: Fitch Ratings Banks face elevated credit risks
MENA The Internationa! M.one.tary.Fur)d indicated that the Turkish bank-
ing sector’s capitalization is high, supported by elevated prof-
Brand value of Arab banks at $36.2bn itability and a slowdown in lending growth. It also said that the

The Banker magazine's 2017 survey of the Top 500 Banking Central Bank of Turkey relaxed its prudential norms in 2016 in

Brands in the world indicated that the aggregate brand value ofan attempt to support lending and output growth, which led to

Arab banks is at $36.2bn and accounts for 3.4% of the brandthe release of provisions, lowered regulatory risk weights on con-
value of the Top 500 banks. It estimated the total brand value of Sumer loans and supported capitalization. It noted that the sec-
banks in the UAE at $15.4bn, the highest in the Arab region, andtor's average capital adequacy ratio reached 16% at
accounting for 42.6% of the aggregate brand value of banks in €nd-September 2016 compared to 15.6% at end-2015, while the
the Arab world. Banks in Saudi Arabia followed with $9.5bn, or Tier-One capital ratio stood at 13.7% at end-September 2016 rel-
26.1% of the total brand value of Arab banks, then Qatari banks ative to 13.2% at the end of 2015. Further, the Fund pointed out
with $5.8bn (16%), banks in Kuwait with $3bn (8.2%), banks in that credit growth has slowed down significantly in 2016 due to

Morocco with $802m and those in Egypt with $798m (2.2% the depreciation of the Turkish lira, heightened political uncer-

each), those in Lebanon with $368m (1%) and in Oman with tainties, and to the banks' tight credit standards. It indicated that
$299m and Bahrain with $296m (0.8% each). On a country basis, Turkish banks face high credit risks, and called on authorities to
Qatar National Bank has the highest brand value in Qatar with strengthen macro-prudential policy in order to address foreign

$3.8bn in 2017, followed by Emirates NBD in the UAE with ~currency and other systemic risks, rather than to use such policy
$3.4bn, Al Rajhi Bank in Saudi Arabia with $2.1bn, National for credit demand management. In addition, the Fund indicated
Bank of Kuwait with $1.6bn, Commercial International Bank of that the non-performing loans ratio increased from 3.1% at end-
Egypt with $449m, Attijariwafa Bank in Morocco with $323m, 2015 to 3.3% at the end of September 2016, as authorities broad
BankMuscat in Oman with $299m and Ahli United Bank in €ned the definition of impaired loans to include restructured

Bahrain with $296m. In addition, Qatar National Bank has the credits. It added that the reclassification of loans showed a dete-
highest brand value in the Arab region, followed by Emirates rioration in the bank's asset quality, especially in the household
NBD, National Bank of Abu Dhabi ($2.5bn), Abu Dhabi Com- and small- and medium-sized sector. The Fund considered that
mercial Bank ($2.2bn) and Al Rajhi Bank. The Industrial and Turkish banks can withstand severe stress, provided it is short-

Commercial Bank of China has the highest brand value v lived, but that capital shortfalls can become significant in case
wide at $47.8bn among the Top 500 banks. stress persists, and systemic risks and spillovers become high.
Source: The Banker, Byblos Research Source: International Monetary Fund
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Crude oll prices to gradually increase in 2017 Base Metals: Aluminum Prices to rise in 2017

ICE Brent crude oil prices have traded at a narrow range aroundThe London Metal Exchange Aluminum 3-month future prices
the $55 per barrel (p/b) level since OPEC and non-OPEC mem-closed at a 21-month high of $1,913 a ton on February 15, 2017,
bers agreed in November 2016 to cut their oil production in order constituting an increase of 5.2% from the end of January 2017
to reduce the excess supply in the market. The global oil marketand of 13% from the end of 2016. The rise in prices reflects re-
remains oversupplied and oil prices failed to increase above $60newed concerns about potential closures of Chinese smelters ir
p/b mainly due to a stronger US dollar and to concerns that risingorder to cut pollution, as protests continued against the construc-
U.S. crude oil inventories and an increase in U.S. shale oil pro-tion of an aluminum processing plant in northeast China. The clo-
duction would offset the OPEC and non-OPEC members' coor-sure of the smelters would result in a 17% reduction in China’s
dinated efforts to reduce oil production. The US dollar has annual aluminum output. The higher aluminum prices have also
strengthened after the U.S. Federal Reserve said that it wouldbeen supported by a 2.6% year-on-year rise in China’s exports
probably increase interest rates during its upcoming meeting onof aluminum products in January 2017, as well as a 68.2% in-
March 15, 2017. In parallel, oil prices dropped by 2% from the crease in U.S. aluminum imports, excluding those from Canada,
end of 2016 to close at $55.8 p/b on February 15, 2017, amid ris4n full year 2016. In addition, aluminum prices are projected to
ing concerns that OPEC producers would not be able to maintainrise from an average $1,610.7 a ton in 2016 to $1,695 a ton in
their high compliance with the 2016 deal. In fact, Irag's weak 2017, reflecting additional aluminum supply cuts in China as well
compliance could prove problematic to the deal, as other membersas increased demand for the metal in the automotive and real es
will have to further reduce their production in order to meet the tate sectors this year. In parallel, global aluminum production is
overall goal for the first half of 2017. Brent oil prices are projected expected to increase by 5% to 61 million tons in 2017, while
to average $55.2 p/b in the first quarter, $57.34 p/b in the secondglobal consumption for the metal is projected to increase by 4.2%
quarter, $59 p/b in the third quarter and $60.1 p/b in the fourth to 61.5 million tons this year. The Bloomberg Industrial Metals
quarter of 2017. Overall, oil prices are expected to average $58.0ITotal Return Sub-Index declined by 6.9% in January 2017, while
p/b this year relative to an average of $45.1 p/b in 2016. the Aluminum Sub-Index decreased by 6.8% from end-2016.
Source: Thomson Reuters, CNBC, Byblos Research Source: Thomson Reuters, Bloomberg Indexes, Byblos Research

Middle East's demand for gold bars and coins  precious Metals: Weaker demand in automotive

down 71% in 2016 sector to weigh on platinum demand

The Middle East region’s demand for gold bars and coins totaledp|atinum prices closed at $992 a troy ounce on February 15,
18.1 tons in 2016, constituting a drop of 71% from 62.2 tons in 2017, constituting a rise of 10.5% from $898 an ounce at the end
2015. Demand for gold bars and coins from Saudi Arabia reachedsf 2016, supported by heightened geopolitical uncertainties about
10.8 tons in 2016 and represented a drop of 27.5% from the prethe U.S. Administration’s protectionist policies. Further, prices
ceding year. It was followed by demand from the UAE with 6 are projected to increase from an average of $987.7 an ounce ir
tons (-31%), from Egypt with 2.7 tons (-45.1%) and from Kuwait 2016 to $1,008 an ounce in 2017 and to $1,050 an ounce in 2018

with 0.7 tons (-18%). due to expectations of a deterioration in supply from South
Source: World Gold Council, Byblos Research Africa, the world’s largest producer of platinum. In parallel, the

, metal’'s global consumption is expected to decline by 2020 due
Egypt's arrears to IOCs at $3.5bn to subdued demand for platinum jewelry and auto catalysts. In

The Egyptian Ministry of Petroleum expects to put in place a fact, demand for diesel-powered vehicles, which account for
schedule in the near term to repay arrears due to international oikround 50% of the world’s platinum demand, is forecast to de-
and gas companies (IOCs). It said that the state-owned Egyptiartline by 46% by 2020. In turn, this would lead to decreases of
General Petroleum Company'’s arrears to IOCs stood at $3.5bn ai52 000 ounces in platinum demand in 2018 and of 163,000
the end of 2016, compared to $3.6bn at end-September 2016 angunces in the metal's consumption in 2020. As a result, the plat-
to around $6bn at the end of 2014. Also, the Egyptian Generalinum market is forecast to remain oversupplied in coming years.
Petroleum Company plans to avoid the accumulation of new ar- soyrce; Sandard Chartered, Thomson Reuters

rears, and has pledged to pay the arrears owed to IOCs by the er * Platinum vs. Gold Prices

Of June 2019 (Quarterly Percentage Change)
Source: Egyptian General Petroleum Company .

OPEC'S Oll basket prlce up 14% |n January 2017 S S
The oil reference basket price of the Organization of the Petro-
leum Exporting Countries (OPEC) reached $52.4 per barrel (p/l) 10 -l
in January 2017, up by 1.4% from $51.67 p/b in the preceding
month. Abu Dhabi's Murban crude oil posted the highest price ®*
among the basket's components at $55.97 p/b in January 201"
followed by Nigeria's Bonny Light at $54.98 p/b and Algeria's -10% 1
Saharan Blend at $54.84 p/b. One out of the 13 oil prices includec

in the OPEC reference basket posted a month-on-month decreas% 1= e e e T -
in January 2017, while the remaining prices showed monthly in- o @ 2.,1:-,23 A o @ 2016 @ @ oo
creases. London Flatitnn Free Madeet $Tiov oz = Gold Bullion LEM T$Troy Oanee

Source: Thomson Reuters Datastream, Byblos Reseqrch
Source: OPEC, Byblos Research
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S&P Moody's Fitch CI IHS
Africa
Algeria - - - - BB+
- - - -Negative  -11.2
Angola B B1 B - B+
Negative Negative Negative - Negative -7.1
Egypt B- B3 B B- B-
Stable Stable Stable Stable  Stabkl0.1
Ethiopia B Bl B B+
Stable  Stable  Stable - Stable -3.0
Ghana B- B3 B - B+
Stable StaBl  Negative - Negative -3.9
Ivory Coast - Ba3 B+ - B+
- Stable  Stable - Stable -3.1
Libya - - B - B-
- - Stable - Negative -35.4
Dem Rep B- B3 - - CCC
Congo Negative Stable - - Stable 1.1
Morocco BBB- Bal BBB- - BBB
Stable  Stable  Stable - Stable -3.5
Nigeria B B1 B+ - B+
Stable Negative Negative - Negative -4.7
Sudan - - - - CcC
- - - - Negative -1.7
Tunisia - Ba3 B+ - BB+
Negative  Stable - Stable -5.1
Burkina Faso B- - - - B+
Stable - - - Stable -3.0
Rwanda B B2 B - B+
Stable Stable Positive - Stable -3.1
Middle East
Bahrain BB- Ba2 BB+ BB+ BBB-
Stable Stable Stable Stable Negative -14.7
Iran - - - BB- BB-
- - - Stable Positive -2.6
Iraq B- (P)Caal B- - CC+
Stable  Stable Negative - Stable -11.3
Jordan BB- Bl - BB- BB+
Negative Stable - Stable  Stable -3.4
Kuwait AA Aa2 AA AA- AA-
Stable Negative Stable Stable Stable -2.4
Lebanon B- B2 B- B B-
Stable  Negative  StableNegative Stable -7.8
Oman BBB Baal BBB A- BBB
Negative Stable Stable Negative Negative -15.2
Qatar AA Aa2 AA AA- AA-
Stable Negative Stable Negative Stable -2.9
Saudi Arabia A- Al AA- A+ AA-
Stable  Stable Negative Stable Stable -11.7
Syria - - - - C
= = = - Negative -
UAE - Aa2 - AA- AA-
- Negative - Stable  Stable -6.4
Yemen - - - - CCC
- - - -Negative __-10.0
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SK METRICS
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24.6 4.2 18.9
70.1 96.8* 85.0**
93.5 21.1 206.8
55.4 29.0* 159.6
74.1 447 110.4**
33.0 34.1 62.9
83.0 16.5 51.6
19.8 16.6* 41.6
56.5 39.2 124.8
13.3 55 62.5
58.3 53.2 -
57.8 80.7 165.6
32.6 23.2* -
415 34.4*% -
73.2 127.6 239.3
17.5 2.2 8.8
71.4 59.1 158.8
90.4 64.5 141.2**
12.8 36.1 61.9
1426 1754 207.2**
25.6 27.5 48.4
416 110.9 213.8
17.6 19.7 60.7

- 36.5 -

64.9 51.2 54.2
67.3 17.3 -

= &
88 §
L . (=)
T
s g =
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2.2 -
7.3 14.4
115  302.8
43 6346
10.3 3718
2.7  169.6
2.1 6.5
19.9  185.6
0.7 63.2
15.7  423.9
24.6 -
105  177.3
105  107.6
23.4 1511
5.6 -
24.9 -
4.2 -
40 3138
- 1972

Balance / GDP (%)
Net FDI / GDP (%)

-11.1

-11.6

-5.2

-10.7

-7.2

-1.8

-48.7

-14.2

-0.5

-3.1

-6.3

-8.7

-2.1

-21.3

-22.4

1.0

2.6

2.4

4.1

7.7

3.3

-9.6

4.5

2.6

1.2

1.3

4.2

2.3

4.1

59

-1.0

-1.8

0.8

0.6

1.1
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S&P Moody's Fitch ClI IHS
Asia
Armenia - B1 B+ - B-
= Stable Stable = Stable
China AA- Aa3 A+ - A
Stable Stable Stable = Stable
India BBB- Baa3 BBB- - BBB
Stable  Positive Stable = Stable
Kazakhstan BBB-  Baa2 BBB+ - BBB-
Negative CWN*** Stable - Negative
Central & Eastern Europe
Bulgaria BBB Baa2 BBB- - BBB
Negative Stable Stable = Stable
Romania BBB- Baa3 BBB- - BBB-
Stable Negative Stable = Positive
Russia BB+ Baa3 BBB- - BB+
Negative CWN*** Negative - Negative
Turkey BB Bal BB+ BB+ BB-
Negative Stable Stable Stable Negative
Ukraine CCC Caa3 CEcE - B-
Negative Negative - = Stable

*to official creditors
** external debt/current account receipts
***Credit Watch Negative

balance/ GDP (%)

Central gvt.

-2.6

-6.2

-15

-3.9

-3.1

-2.4

-4.2

Gross Public debt
(% of GDP)

48.5

41.0

47.5

22.1

33.5

42.9

13.6

33.5

69.9

External debt /
GDP (%)

78.6

5.1

22.4

151.2

88.9

53.0

37.9

57.3

1271

External debt/
Exports (%)

168.2

21.5

111.9

325.8

117.6

121.9

114.5

215.0

235.3

Debt service
ratio (%)

23.6

3.9

7.3

33.6

28.0

14.4

19.6

19.8

22.4

External Debt/

Forex Res. (%)
Current Account

612.8

53.5

156.2

824.6

236.3

224.0

150.3

405.8

663.6

Balance / GDP (%)

S

o

[a)

O

[a)

LL

o)

Z
-4.3 3.8
2.6 1.7
-0.6 1.0
-4.0 3.5
3.4 2.5
1.1 1.7
49 1.7
-4.1 0.7
0.4 11

Source: Ingtitute of International Finance; International Monetary Fund; IHS Global Insight; Moody's Investors Service; Byblos

Research - The above figures are estimates for 2016
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USA
Eurozone
UK
Japan
Australia

New Zealand

Switzerland
Canada

SELECTED POLICY RATES

Benchmark rate

Fed Funds Target Rate
Refi Rate
Bank Rate
O/N Call Rate
Cash Rate
Cash Rate
3 month Libor target
Overnight rate

Emerging Markets

China

Hong Kong
Taiwan
South Korea
Malaysia
Thailand
India

UAE

Saudi Arabia
Egypt
Turkey
South Africa
Kenya
Nigeria
Ghana
Angola
Mexico
Brazil
Armenia
Romania
Bulgaria
Kazakhstan
Ukraine
Russia
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One-year lending rate
Base Rate
Discount Rate
Base Rate
O/N Policy Rate
1D Repo
Reverse repo rate
Overnight repo rate
Reverse repo rate
Overnight Deposit
Base Rate
Repo rate
Central Bank Rate
Monetary Policy Rate
Prime Rate
Base rate
Target Rate
Selic Rate
Refi Rate
Policy Rate
Base Interest
Repo Rate
Discount Rate
Refi Rate

Current
(%)

0.50-0.75
0.00
0.25
-0.10
1.5
1.75
-1.25-(-0.25)
0.50

4.35
1.00
1.375
1.25
3.00
1.50
6.25
1.25
0.75
14.75
8.00
7.00
10.00
14.00
25.50
16.00
6.25
13.00
6.00
1.75
0.00
12.00
14.00
10.00

Last meeting
Date

01-Feb-17
01-Feb-17
02-Feb-17
31-Jan-17
07-Feb-17
09-Feb-17
15-Dec-16
20-Jan-17

17-Dec-15
01-Feb-17
22-Dec-16
14-Jan-17
19-Jan-17
08-Feb-17
08-Feb-17
17-Dec-15
15-Dec-16
27-Jan-17
24-Jan-17
24-Jan-17
30-Jan-17
24-Jan-17
20-Jan-17
31-Jan-17
09-Feb-17
20-Jan-17
14-Feb-17
07-Feb-17
01-Feb-17
09-Jan-16
26-Jan-17
03-Feb-17

Next meeting

Action
No change 15-Mar-17

ngdlo cha 09-Mar-17
handéo ¢ 16-Mar-17
ng&lo cha 16-Mar-17
hangdo c 07-Mar-17
No change 23-Mar-17

No change 17-Mar-17

geNo chan 01-Mar-17

Cut 25bps N/A

No change 15-Mar-17
No change 24-Mar-17

geNo chan 23-Feb-17

No change 02-Mar-17

gilo chan 29-Mar-17

géNo chan 06-Apr-17

Raised 25bps N/A

Raised 25bps A N/

No change 16-Feb-17
No change 16-Mar-17
gblo chan 30-Mar-17

No change 21-Mar-17
No change 21-Mar-17

geNo chan 27-Mar-17
hangBlo c 27-Feb-17
Rassed 50bp  30-Mar-17
ut 75bp€ 22-Feb-17
S5bp€ut 2 28-Mar-17

No change 31-Mar-17

ngdlo cha 01-Mar-17

No change 20-Feb-17
No change 02-Mar-17
anghllo ch 24-Mar-17
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