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Emerging economies’ growth remains subdued
BANKING ON KNOWLEDGE

By Dr R Seetharaman 

According to an IMF report of July 2016, 

China’s growth outlook is at 6.6% in 2016 

and 6.2% in 2017 respectively. In China, 

the near-term outlook has improved 

due to recent policy support. The direct 

impact of the UK referendum will likely 

be limited. However, should growth in the 

European Union be aff ected significantly, 

the adverse eff ect on China could be 

material.

China’s economy grew 6.7% in the 

second quarter, unchanged from the pre-

vious three-month period, as a buoyant 

property market and government stimu-

lus boosted demand for factory output.

The consumer price index (CPI) rose 

1.9% in June from a year earlier, as against 

off icial target of 3%.

The Brazilian economy shrank 0.3% on 

the quarter in the first three months of 

2016. Consumer and business confi-

dence appears to have bottomed out in 

Brazil, and the GDP contraction in the 

first quarter was milder than anticipated. 

Consequently, the 2016 recession is now 

projected to be slightly less severe with 

a contraction of 3.3%, with a return to 

positive growth in 2017 of 0.5%. Brazil 

wholesale inflation surged 1.69% in June 

2016.

Higher oil prices are providing some 

relief to the Russian economy, where the 

decline in GDP in 2016 is now projected 

to be milder at (-) 1.2% and in 2017 at 1%, 

but prospects of a strong recovery are 

subdued, given longstanding structural 

bottlenecks.

Russia Gross domestic product fell 

1.2% from a year earlier in first quarter 

of 2016. Russia’s inflation is 7.5% y-o-y in 

June 2016.

In India, economic activity remains 

buoyant, but the growth forecast for 

2016-17 is expected to be 7.4% for both the 

years, reflecting a more sluggish invest-

ment recovery.

The Indian economy expanded at 

7.9% y-o-y in the first three months of 

2016. India consumer price is at 5.77% in 

June 2016, surging mainly due to food 

prices.

In South Africa, GDP is projected to 

remain flat in 2016 at 0.1%, with only a 

modest recovery next year of 1%. South 

Africa economy contracted 1.2% in the 

first quarter as the mining, manufactur-

ing and agricultural sectors retreated 

sharply.

The Chinese yuan was at 6.63550 

against the US dollar by the end of last 

week and has weakened by more than 2% 

YTD on concerns of slowdown in Chinese 

economy.

Indian rupee was at 66.995 against 

the US dollar by end of last week and has 

weakened by more than 1% YTD. However, 

in recent weeks, rupee has strengthened 

on hopes of passage of GST and improve-

ment in monsoon.

The Russian rouble was at 65.994 

against the US dollar by the end of last 

week and has strengthened by close to 

10% YTD. 

The revival in oil prices had contrib-

uted to recovery in rouble; however, in 

recent times, the pressure on oil prices 

has impacted the currency.

The Brazil real was at 3.25 against the 

US dollar by end of last week and has 

strengthened by close to 18% YTD. The 

Brazil real strengthened as commodity 

prices recovered a bit and concerns of 

government fiscal deficit eased.

The South Africa rand was 13.87 against 

the US dollar by end of last week and 

strengthened by more than 10% YTD on 

account of drop in current account deficit 

in South Africa.

The Indian bond market had witnessed 

issues worth close to $35bn this year as 

against more than $32bn in the first half of 

the previous year.

The Chinese bond market had wit-

nessed issues worth more than $788bn 

this year as against more than $544bn in 

the first half of the previous year.

The Russia bond market had witnessed 

issues worth more than $19bn this year as 

against more than $16bn in the first half of 

the previous year.

The Brazil bond market had witnessed 

issues worth close to $7bn this year as 

against more than $10bn in the first half of 

the previous year.

The South Africa bond market had 

witnessed issues worth more than $5bn 

this year as against close to $5bn in first 

half of previous year.

The Russian stock market had surged 

by more than 18% YTD on recovery in oil 

prices.

China stock market down by more 

than 15% YTD on concerns of Chinese 

slowdown.

Brazil stock market up by more than 

32% YTD as concerns of economy ease.

India stock market up by close to 9% 

YTD on hopes of passage of GST and 

revival in monsoon.

South Africa stock market up by more 

than 4% YTD.

The delay in fed rate hike has also 

resulted in flow of funds to emerging 

economies’ stock markets.

The emerging economies may have 

witnessed inflows after Brexit and due to 

possible delay in rate hike by Fed; how-

ever, we need to see how these develop-

ments shape up as emerging economies 

growth still remains subdued.

 Dr R Seetharaman is Group CEO of 

Doha Bank.

Saudi’s oil demand
growth at 6-yr low
Bloomberg
Doha

Oil consumption in Saudi 
Arabia, the world’s big-
gest crude exporter, is 

expanding at the slowest pace 
in at least six years as low energy 
prices hurt economic growth.

The kingdom’s demand for 
oil increased by an average of 
24,000 barrels a day in the fi rst 
fi ve months of 2016, the slowest 
growth rate for that period since 
at least 2010, the fi rst year for 
which data are available from the 
Joint Organisations Data Initia-
tive in Riyadh. The International 
Energy Agency is now looking for 
a drop in demand in Saudi Arabia 
for all of 2016, after forecasting an 
increase earlier this year.

Consumption of gasoline, ker-
osene and other refi ned products 
contracted this year, slipping by 
22,000 barrels a day in the fi rst 
decline since at least 2002, when 
JODI began tracking data. JODI 
monthly data on total oil demand, 
which includes crude burned to 
generate electricity, dates back to 
2009. Demand has been crimped 
after governments in the oil-rich 
region cut or removed fuel subsi-
dies, BMI Research said in a July 
27 report.

“If the oil slump continues 
into next year and governments 
are not in the position to use 
counter-cyclical fi scal meas-
ures to support the economy, we 
aren’t going to see a huge con-
tribution to oil-consumption 
growth from the region,” Edward 
Bell, a commodities analyst at 
Dubai-based lender Emirates 
NBD, said in an interview.

Saudi Arabia has boosted out-
put for years to sustain export 
income while also satisfying do-
mestic demand. The kingdom’s 
consumption spikes between 

June and September when air-
conditioning use peaks. Demand 
for refi ned fuels such as gasoline 
has doubled since 2003, accord-
ing to JODI. Saudi Arabia, the 
UAE, Qatar, Oman and Bahrain 
have reduced or eliminated fuel 
subsidies over the past year to 
limit government spending be-
cause of low oil prices.

Brent crude, an international 
benchmark, has dropped 20% 
in the past year and traded at 
$42.46 a barrel on Friday com-
pared with over $100 a barrel 

as recently as in 2014. Gaso-
line demand in Oman grew 1% 
during the first four months 
of this year, far below the an-
nual average growth rate of 
9.6% over the past decade, ac-
cording to BMI. “The slowing 
consumption in Oman causes 
concern that other countries 
that have enacted or plan to roll 
out subsidy reforms might see 
a greater impact than first an-
ticipated,” it said in the report 
last week.

Saudi Arabia, the Middle 

East’s largest economy, was ex-
pected to contribute almost half 
of the 100,000 barrel-a-day in-
crease in regional demand that 
the IEA forecast for this year. 
The Organisation of Petroleum 
Exporting Countries expects 
the kingdom to contribute a 
comparable share of a projected 
180,000 barrels a day in new 
consumption from the Middle 
East in 2017, the group said July 
12 in its monthly report.

Slower economic growth is 
having a greater impact on en-

ergy demand in the region than 
subsidy removals, Bell said. 
Emirates NBD expects Saudi 
Arabia’s economy to grow less 
than 2% this year compared 
with 3.4% in 2015, a deceleration 
“that’s going to eat into demand 
for fuel,” Bell said. Energy use in 
the region is projected to grow, 
but at a slower pace.

“The Middle East is some-
what counter to all economic 
logic,” Bell said. “When we have 
an economic slowdown, energy 
demand never goes negative.”

Financial Technology industry yet to properly 
penetrate GCC region: Marmore Mena report
Financial Technology (Fintech) industry 
is “yet to properly penetrate” the 
GCC region, and still face obstacles 
to development, Marmore Mena 
Intelligence, a research subsidiary of 
Kuwait Financial Centre (Markaz) said in 
a report.
While GCC governments have been 
driving the digital transformation to 
better develop the region, many of these 
initiatives have stalled, and the private 
sector is yet to join the eff ort, it said.
“There has been little investment in the 
Fintech industry, but this is expected 
to change in the coming years. In the 
west, the governments play the role 
of a facilitator in terms of policy and 
regulation, and in providing the right 
environment for innovation to flourish, 
leaving it to the private sector to come 
up with modernised solutions. However, 

in the GCC, with the regulations lagging 
behind in most sectors and private sector 
wary of joining in, the governments play a 
more central role in fostering innovation,” 
Marmore Mena Intelligence said.
The report stated that Fintech refers 
to the use of technology, usually in the 
form of software applications or digital 
platforms, to deliver financial services to 
consumers. This technology is typically 
accessed over the Internet, via personal 
computers or mobile devices. 
Fintech is now the focus of financial 
service organisations across the world, 
due to its disruptive nature of tearing 
down existing business models and 
creating new and eff icient means 
of providing the same services to 
consumers. Innovation has driven the 
growth of Fintech in the developed world, 
and has made markets and systems more 

eff icient, while simultaneously improving 
the overall customer experience. 
Close to 80% of Fintech investments 
happen in the US, while it is growing 
rapidly in Europe, Asia-Pacific and the rest 
of the world. From 2009 to 2014, the total 
global investment in Fintech stood at 
$24.7bn, and in 2015, an estimated $40bn 
was invested into Fintech, a year-on-year 
growth of 228%. 
“With the advent of Fintech, we are 
witnessing the realisation of digital-only 
banks, wherein new banks are moving 
away from the traditional brick-and-
mortar branch model to a truly online 
only version. As GCC banking industry 
moves towards digitisation and digital 
only banks, online transactions are bound 
to increase, and account for much higher 
percentage of transactions in the future,” 
Marmore Mena Intelligence said. 

Cash has always reigned supreme in the 
Middle East, even after the advent of 
plastic, net banking and other alternative 
payment systems, the report said. 
But with the increase in Internet and 
smartphone penetration, digital payment 
systems are gaining prominence in the 
region. 
GCC countries have very high 
smartphone penetration, which has set 
the stage for mobile payment systems to 
gain traction. At present, mobile banking 
does not have many takers, mostly due to 
lack of user-friendly interfaces, which is 
expected to change over time, Marmore 
Mena Intelligence said. 
Other potential areas where Fintech 
is likely to have an impact, especially 
from a GCC standpoint, are remittances, 
insurance, investment advisory and 
online trading.

The Kingdom Tower (left), stands alongside the King Fahd highway, illuminated by the light trails of passing traff ic, in Riyadh. Saudi’s demand 
for oil increased by an average of 24,000 barrels a day in the first five months of 2016, the slowest growth rate for that period since at least 
2010, the first year for which data are available from the Joint Organisations Data Initiative in Riyadh.

Qatar National Cement 
reports H1 net profit 
of QR251.7mn
Qatar National Cement Co 

disclosed the interim financial 

statement for the six month 

period that ended on June 30, 

2016.

The statements show that the net 

profit is QR251.7mn compared to 

QR242.6mn for the same period 

of the previous year.

The Earnings per Share (EPS) 

amounted to QR4.24 for the 

period, compared to QR4.08 for 

the same period of the previous 

year.

 Zain

Zain, Kuwait’s No 1 telecom op-

erator by subscribers, reported a 

14% rise in second-quarter profit 

yesterday, halting an extended 

earnings slump and aided by re-

duced foreign exchange losses.

The firm had posted falling 

profits in seven of the preced-

ing eight quarters as tougher 

domestic competition, service 

interruptions and higher costs 

in war-torn Iraq, and foreign 

exchange volatility weighed on 

the bottom line.

However, the former mo-

nopoly, which operates in eight 

countries in the Middle East 

and Africa, made a net profit of 

45mn dinars ($149mn) in the 

three months to June 30.

Zain did not provide a com-

parative figure but, according 

to Reuters data, it made 39.2mn 

dinars a year earlier.

Its second-quarter profit beat 

forecasts from EFG Hermes and 

SICO Bahrain of 36.2mn dinars 

and 37.4mn dinars respectively.

Foreign exchange losses fell 

to $22mn, from $35mn in the 

prior-year period, Zain said in a 

statement, and second-quarter 

revenue dropped 3% to 275mn 

dinars. Chief executive Scott 

Gegenheimer said Jordan, Saudi 

Arabia and Sudan all experi-

enced healthy growth in the first 

half of this year, when Zain 

recorded a 2% increase in total 

net profit to 82mn dinars.

However, the impact of the 

continuing conflict in Iraq on its 

business was being compound-

ed by the introduction of a 20% 

sales tax on mobile services 

in the country, while its home 

market of Kuwait was witness-

ing intense price competition 

between operators.

Gegenheimer said that 

initiatives the company was 

implementing in the Kuwaiti 

market would hopefully result in 

“incremental revenue genera-

tion”, without elaborating.

CORPORATE RESULTS

Many venture capital 
deals fall for fourth 
consecutive quarter: 
KPMG, CB Insights

Continued investor con-
cerns over startup valu-
ations, macroeconomic 

upheavals, the ramifi cations 
of Brexit, and an uncertain 
exit environment for portfolio 
companies translated into an-
other down quarter for invest-
ment deals in venture capital 
(VC)-backed companies, a re-
port has shown.

According to Venture Pulse, 
the quarterly global report on 
VC trends published jointly by 
KPMG International and CB 
Insights, the second quarter of 
this year saw $27.4bn invested 
across 1,886 deals globally, 
representing a slight increase in 
total funding over Q1, 2016 but 
a fourth-straight quarter of in-
vestor pull-back in activity. 

The total number of deals de-
clined an additional 6% from Q1, 
2016, after reaching a high in Q2, 
2015. The trends visible across 
major venture hubs were decid-
edly mixed. North America and 
Asia saw funding climb slightly 
across fewer deals, while Eu-
rope saw total investment drop 
20% as deal count rose. Europe 
continued to show robust early 
and seed stage activity.

“It’s a challenging time for 
VC investors,” said Brian Hugh-
es National Co-Lead Partner, 
KPMG Venture Capital Prac-
tice, and a partner for KPMG 
in the US.  “There’s a lot going 
on, with uncertainty dominant 

in every market. Many inves-
tors are holding back to see how 
these uncertainties shake out, 
while others are focusing on 
companies they see as having 
a solid foundation and growth 
plan – like Uber, Snapchat and 
Didi Chuxing.”

According to Venkatesh 
Krishnaswamy, partner and 
head (Deal Advisory) at KPMG 
Qatar, “There are a number 
of emerging opportunities in 
the GCC, where fund sizes are 
lower in comparison to those 
in the US and Europe.  Push 
towards economic diversifi ca-
tion, ‘Smart City’ initiatives 
and continued infrastruc-
ture build-up are some of the 
key drivers for new technol-
ogy solutions. Home-grown or 
adapted technology solutions 
that will be implemented in the 
development and operation of 
the assets being built could be 
a driver for investments. How-
ever, in order to attract serious 
VC funding the market and the 
enabling legislative environ-
ment must be put in place to 
ensure long term attractiveness 
can be sustained.”   

In addition to presenting key 
global fi ndings for Q2, 2016, the 
Venture Pulse quarterly report 
series examines the state of 
venture capital investment on 
a regional basis, including key 
trends and analyses for Asia, 
North America and Europe.
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