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Commodities rally amid currency volatility 
BANKING ON KNOWLEDGE

By Dr R Seetharaman 

WTI was at $38.50/barrel and Brent at 

$40.39/barrel by end of last week and 

had surged by close to 4% YTD and more 

than 8% YTD respectively. Oil prices had 

recovered after a meeting between Saudi 

Arabia and Russia on plans for oil output 

freeze, which is still under discussion and 

not off icially in place, and is at pushing oil 

prices up to around $50 a barrel.

Recently the International Energy 

Agency said oil prices might have bot-

tomed, with higher-cost US shale gas 

producers halting production and Iran’s 

unexpectedly slow return to the market.

The Latin oil producers have post-

poned a meeting scheduled to happen 

last Friday. Natural gas price was at 

$1.822/MMBTU by end of last week and 

had fallen by more than 23% YTD. Natural 

gas price fell on expectations of milder 

weather contributing to lesser demand in 

air conditioning.

The gold price was at $1249.45/ounce 

and silver price at $15.49/ounce by 

end of last week. Gold had surged by 

close to 18% YTD and silver had surged 

by close to 12% YTD. Gold price had 

dropped from $1272.61/ounce levels last 

week as stocks rallied after ECB stimulus 

last week. Gold will be volatile this week 

on account of Fed meeting this. Gold 

had earlier gone up on account of big 

sell-off in world stock markets and con-

cerns of negative interest rates adopted 

by Central Banks.

Corn was at $3.65/bushel by end of 

last week and is flat this year. Large corn 

supplies remain while export demand in 

the US is slower than expected preventing 

rallies in corn price.

Wheat was at $4.75/bushel by end of 

last week and is flat this year. The wheat 

market currently faces downward pres-

sure from a strong dollar and large global 

stocks. Soybean was at $8.88/bushel by 

end of last week and had surged by close 

to 2% YTD.

Recently soybean prices arose on 

stronger soybean oil export sales. Cocoa 

was at $3,062/tonne by end of last week 

and had fallen by more than 4.5% YTD. 

Cocoa prices had fallen this year on 

higher global production. Coff ee was at 

$125.80 pound. Pound by end of last week 

and had fallen by more than 2% YTD. Cof-

fee prices had fallen as Columbia, Central 

America and Peru production added to 

global supplies. Sugar was at $15.13/pound 

by end of last week and had surged by 

more than 1% YTD.

Sugar price surged as Brazil real 

recovered against the dollar recently, 

giving some boost to Brazil sugar produc-

ers. Most of the Commodity prices have 

rallied in recent times and we need to see 

whether this can be sustained. Markets 

will look forward to Fed’s view of eco-

nomic growth and the pace of tightening 

this week. 

Copper was at $4,986/tn by end of last 

week and had surged by close to 6 % in 

2016. Aluminium was at $1,551/tonne and 

had surged by more 3% YTD in 2016. The 

revival seen more this month on hopes 

of stimulus from Chinese Government 

to revive growth. Also China’s February 

copper imports — although down on a 

monthly basis owing to the country’s 

week-long Lunar New Year holiday — were 

49% higher than a year earlier at 420,000 

tonnes. Nickel was at $8,797/tn by end of 

last week and was flat in 2016.

However, it had recovered this month 

on hopes of Chinese stimulus. Industrial 

metals had also rallied on ECB as investor 

optimism spread in the wake of the last 

week’s European Central Bank’s (ECB) an-

nouncement that it plans more economic 

stimulus. ECB reduced the rate on cash 

parked overnight by banks by 10 basis 

points to minus 0.4% and lowered its 

benchmark rate to zero. Bond purchases 

were increased to €80bn a month from 

€60bn, and corporate bonds will now be 

eligible.

The ECB’s stimulus measures failed 

to weaken the euro and ended at 1.1156$ 

against the US dollar. The dollar rose 

against a basket of currencies by end of 

last week, bolstered by an increased appe-

tite for riskier assets following unexpect-

ed action from the European and Chinese 

central banks and ended at 96.172. On the 

whole commodities rallied amid currency 

volatility.

• Dr R Seetharaman is Group CEO of Doha 

Bank. 

EMC, IDC event sheds insights on emerging challenges of ‘smart cities’ 

EMC Middle East, the regional di-
vision of American multinational 
EMC Corporation, in association 

with International Data Corporation 
(IDC), yesterday held a knowledge-
sharing event in Doha, with over 150 
Information and communications 
technology (ICT) leaders and profes-
sionals in attendance.

Held at the Marsa Malaz Kempin-
ski, the one-day event titled “EMC 
Xchange Day” saw ICT leaders and ex-
perts share ideas and insights on how IT 
organisations in Qatar can best tackle 
emerging challenges in an era of smart 
cities and digital transformation.

Experts from EMC and IDC shed 
detailed insights on a whitepaper de-
signed to empower governments to aid 
the transformation of urban centres 
into “smart cities”.

In line with the government’s grow-
ing focus on ICT investments and ini-
tiatives directed towards the realisation 
of Vision 2030, they presented detailed 
insights on the ICT ‘building blocks’ to 
create intelligent, data-driven commu-
nities.

“The time has come for businesses 

in the region to signifi cantly reorient 
their thinking to help them stay ahead. 
A fi rst in our dynamic region, the ‘EMC 
Xchange Day’ is a testament to our 
commitment to help ICT leaders across 
the region lead the transformation of 

ICT organisations from cost centres 
to true catalysts of change for their 
business,” said Habib Mahakian, vice-
president for Gulf and Pakistan at EMC 
Corporation.

“Qatar’s transformation agenda has 

leapfrogged in terms of ICT develop-
ment and e-governance to achieve 
the status of a digitally-transformed 
country that is conducive to economic 
growth, sustainability and effi  ciency.  
While there are fi ve distinct stages of 

maturity, cities need to aim to reach the 
‘optimised’ stage, whereby a properly 
defi ned strategy allows them to achieve 
their goals and provision higher quality 
of services to their citizens,” said Meg-
ha Kumar, senior research manager, 
software, IDC Middle East, Africa and 
Turkey.

Samer Diya, country manager, Qatar, 
EMC Corporation, also attended the 
event.

The session extended an in-depth 
presentation on the EMC Federation 
Smart City Platform — an open, agile, 
software-designed and data-analyt-
ics-driven solution designed to deliver 
the speed, performance and scalabil-
ity needed for hyper-connected data-
driven cities.

Comprising three critical layers, the 
platform brings together best-of-breed 
technologies from EMCII, VMware, 
VCE, Pivotal, RSA and Virtustream to 
host applications to enable the devel-
opment of Cloud Native applications.

Speakers also presented essential 
guidance to all stakeholders within the 
smart city ecosystem, outlining the 
benefi ts of the key ICT building blocks 

of a smart city and the signifi cant role 
of ICT innovation. 

The event also featured a series of 
workshops and sessions to direct the 
eff ective use of transformative technol-
ogies to uncover new areas of growth, 
reducing the costs of infrastructure ap-
plications.

With successful editions in the 
UK, France, Africa and Dubai, ‘EMC 
Xchange Doha’ also featured an exclu-
sive ‘VLabs showcase’ area to extend 
fi rst-hand demo of leading solutions, 
including the EMC Federtion Enter-
prise Hybrid Cloud, EMC Federation 
Business Data Lake, in addition to RSA 
Security Analytics and EMC’s leading 
Flash solutions portfolio.

IDC analysts report that companies 
spend roughly 70% of their annual IT 
budgets on maintaining and keeping 
existing infrastructure, running a cost 
that is in excess of $2,5tn globally.

Qatar was recently ranked among 
the top ten countries engaging ICT to 
achieve the governmnet’s vision of the 
future, in the World Economic Forum’s 
2015 Global Information Technology 
Report. 

MEC eyes completion of PPP 
framework by end of 2016 
By Peter Alagos
Business Reporter

The Ministry of Economy 
and Commerce (MEC) 
has said it would submit 

the draft public-private part-
nership (PPP) law to the cabinet 
by August this year and hopes to 
have the framework completed 
and implemented by the end of 
2016. 

MEC director of Economic 
Policies and Research Depart-
ment Saud Abdullah al-Attiyah 
said the Ministry will imple-
ment “a robust and transparent 
process” in formulating the PPP 
framework.

“The MEC is working together 
with leading PPP experts and we 
are now assessing the current 
state and reviewing the interna-
tional and regional benchmarks. 
Later, we will develop the PPP 
strategy and list of PPP projects,” 
he said during a presentation at 
MEED’s Qatar Projects confer-
ence yesterday at the St Regis 
Hotel here.

“We are also planning to work 
on the legal PPP environment, 
and a draft PPP law will be pre-

pared. At the last stage, we will 
develop all the procurement 
documents and guidelines for 

PPPs, and our plan is to com-
plete the framework in 2016,” he 
explained.

Following the “successful im-
plementation” of PPP projects 
in the energy sector, al-Attiyah 
said Qatar is looking to imple-
ment PPPs across all sectors, 
including infrastructure, sports, 
education, health, and govern-
ment services.

Al-Attiyah said the new PPP 
framework was set to off er a 
number of opportunities in 2016 
and 2017, including a PPP pro-
gramme for the construction of 
10 to 12 public schools.

“We are working on several 
priority PPP projects, including 
pure PPP projects such as pub-
lic school projects, which will 
be delivered and operated by the 
private sector. We are also work-
ing with relevant government 
bodies to allocate land for pri-
vate hospitals. The private de-
velopers will have a concession 
on the land to develop health-
care facilities,” he said.

He added: “Our team is also 
preparing potential projects for 
privatising operations. We have 
worked with Ministry of Culture 
and Sports and issued an RFP for 
the operation of two major are-
nas in Qatar. All these projects 
will create several opportunities 

for local companies, as well as 
experienced international com-
panies.”

In the energy sector, al-At-
tiyah said Qatar “has a track 
record of PPP projects,” includ-
ing the $3bn independent water 
and power project (IWPP), oth-
erwise known as “Facility D” by 
Qatar General Electricity & Wa-
ter Corporation (Kahramaa) and 
a Japanese-led consortium. 

He said Qatar has allocated 
45mn square metres of land for 
industrial and warehousing de-
velopments, which are spread 
throughout the country. On 
the top of the list are economic 
zones and logistics villages. 

Al-Attiyah said the develop-
ment of Hamad International 
Airport has increased Qatar’s 
capacity to handle passengers 
and cargo. Other projects in-
clude the New Doha Port, Qatar 
Rail project, and large road de-
velopment programmes by the 
Public Works Authority (Ash-
ghal). 

“These projects would im-
prove the connectivity sig-
nifi cantly. We are looking for 
PPPs to be used in all relevant 
projects,” he added. 

MEC director of Economic Policies and Research Department Saud 
Abdullah al-Attiyah during MEED’s Qatar Projects conference.
PICTURE: Jayan Orma 

Qatar, GCC should
develop infrastructure 
bond market for
project fi nance,
says Doha Bank CEO 

For banks to have a frame-
work to address project-
and contract-fi nancing 

challenges, there is a need for 
the development of GCC Bond 
Market to bring more inves-
tors as an additional source of 
project fi nancing, Doha Bank 
CEO Dr Seetharaman has said. 

Speaking at MEED’s Qatar 
Project conference yester-
day at the St Regis Hotel here, 
Seetharaman said GCC (Gulf 
Co-operation Council) infra-
structure bonds should be is-
sued with sovereign guarantee 
to stimulate project fi nancing. 

“We also need to bring long-
term investors such as pension 
funds and insurance and mu-
tual funds into the GCC project 
market. Project entities can is-
sue bonds during the construc-
tion phase, and banks refi nance 
the bonds upon projects get-
ting operational. On the whole, 
Qatar and GCC should develop 
infrastructure bond market for 
project fi nance,” he explained 
in the presentation “Financing 
Qatar’s Project Market in Un-
certain Times.”

Seetharaman also highlight-
ed on key challenges faced in 
projects-and contract-fi nanc-
ing in the GCC. 

He said: “The release of pay-
ments to contractors beyond 
the agreed time even against 
consultant certifi ed invoices. 
This in turn aff ects payment 
to subcontractors and impacts 

project profi tability. Reluc-
tance to assign proceeds or give 
irrevocable assignment let-
ters to fi nancing banks; absent 
this, banks have no certainty on 
project cash receipts to appro-
priate for settlements.” 

Seetharaman said there may 
be instances where main con-
tractors have called on per-
formance and advance pay-
ment guarantee even where 
projects have been substan-
tially completed. “Banks are 
partners in the projects. In cer-
tain instances, they are the last 
to know of any concerns and 
disputes among the owner and 
contractor,” he said. 

Despite having an assign-
ment of proceeds, payments 
are sometimes made directly 
to subcontractors, without the 
bank’s previous knowledge and 
approval, according to Seethar-
aman. 

“The above challenges have 
resulted in various disputes 
such as variation orders, ex-
tensions/variations of time, 
changes in design, resulting in 
cost escalation, time variation, 
bills partially certifi ed, bills 
certifi ed and not paid and late 
collection of payments. 

“Disputes tend to have an 
adverse eff ect on project effi  -
ciency and timeliness of project 
completion, with no forum to 
settle diff erences which tend 
to eventually build up to det-
rimental issues,” Seetharaman 
stressed.

On Qatar’s banking sec-
tor, Seetharaman said: “Qatar 
banking balance sheet growth 
was more than 10% YTD in De-
cember 2015 and loan growth 
was more than 15% YTD. In 
2015, the contracting sector 
growth was more than 23% 
YTD. The concerns on the 
economy include slowdown in 
growth, tightening of liquidity, 
surge in borrowing cost, and 
uncertainty over the determi-
nation of cash fl ows through-
out the project cycle.” 

Seetharaman stresses a 
point at MEED’s Qatar Project 
conference. 

Habib Mahakian, vice-president for Gulf and Pakistan at EMC Corporation; Megha Kumar, senior research manager, software, 
IDC Middle East, Africa and Turkey; and Samer Diya, country manager, Qatar, EMC Corporation; addressing media persons at 
the event. PICTURE: Jayan Orma 

120 project-financed schemes worth more than $110bn in GCC, says Meed Projects 

There are currently more than 120 project-financed 
schemes worth more than $110bn either planned 
or under construction in the GCC as governments 
increasingly seek alternative methods of financing their 
project plans in light of falling oil revenues.  
According to data from regional projects tracking service, 
Meed Projects, the largest market for public projects 
backed with private sector finance is Kuwait, with 
just under $49bn of projects under its public-private-
partnership (PPP) projects programme. 
The state has been an innovator in advancing the PPP 
model in the region, with schemes ranging from power 
plants and water and wastewater facilities to schools and 
tourism projects falling under the programme, which is 
handled by the Kuwait Public Authority of Partnership 
Projects (KAPP). 
The UAE is also a major player in privately-financed 
schemes, with about $35bn of projects planned or 
under way. These include Dewa’s Sheikh Mohamed bin 
Rashid Solar Park, the RTA’s Union Oasis real estate 

scheme, and Fewa’s Umm al-Quwain independent water 
project (IWP). 
The four other GCC states have some $26bn worth of 
privately-financed projects between them, including the 
Facility D independent water and power project (IWPP) 
in Qatar, Riyadh’s King Khalid International Airport 

Expansion Terminal 5, and Oman’s Sohar IWP.
“The project finance model has been applied to power 
and water projects regularly over the past 15 years in 
the region, but it is only now with lower oil revenues that 
there is a concerted push to apply the model to projects 
in other sectors,” says Ed James, director (Content & 
Analysis) at Meed Projects. 
“Governments are increasingly turning to innovative 
financing structures such as project bonds, sukuk 
issuances, and export credit agency financing to fund 
projects as revenues decline. By doing so, they can 
maintain spending on projects without impacting their 
balance sheets, a critical issue when state budgets are 
under strain from falling oil sales.”
As the oil price fell in 2015, the value of project-financed 
schemes increased substantially to $14.3bn compared 
with just $2.6bn the previous year. 
With the oil price showing little sign of rising in the short 
term, this number is expected to continue growing in 
2016, Meed said. 
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