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GCC banks can weather lower oil prices

Y R.SEETHARAMAN
Analysis

HE International Monetary

Fund (IMF) recently down-

graded is growth forecasts for

global grownh by 10 basis

points for 2016 and 2017 to

3.1 per cent and 3.4 per cent
for 2006 and 2017 respectively.

The IMF highlighted the outcomie of Brext
in uncertainty from poliscal front resuling in
himmﬁdmr;lﬂmm sentiment
globally. As per April 2016 report by the IMF,
Kuwait, Oman, Saudi Arabia, the UAE and
atar is expected to report growth of 2.4 per
cent, 1.8 percent; 1.2 per cent, 2.4 per cent
and 3 iwmﬂmﬂuﬂyd&qlﬂlﬁ

The fall in ol resilted in
hqwdltj.rd:mﬁmnﬁmbmh.ﬂmvmﬂu:
1 hapher proportson of deposits
in form of bulky time its. The padn re-
dmeduﬂmnd r;m-':}:dﬁm
bows and firmed up 1o $50, the banks partiall
offset d@mxwmhmkhﬂlmhmy
temational markets, The deposit growth in the
UﬁEmﬂmmrnmma:mem

E;-rmmfunl'reﬁrﬂﬁwmﬂ:sm‘iﬂlﬁ.
Oiman and Balsrain are the most
affected region in the GCC on account of

mmm-ummm&ﬂmﬁMHHmhﬂﬂuhdﬁHMnﬂaﬂﬂ

lower oil prices as the growth diversification
towands non-otl econormy 15 hower when com-
pared o the UAE and Qatar, Cman Bsued
52.5 hillion five-year and 10-year bonds and
H:hnmmmdsﬁmnmﬂu:.ﬂ:mmctﬂu
ﬁmdmg the medis re-
ports, Saucs Arabia h:sluwtrﬂ banksfor 15
Hallion bond sale, ﬂmtmﬂhtm:lmm
which conild be tapped. Cuatar rased $9 billson
by selling bonds while Abu Dhabi raised $5
hﬂmﬁmnﬁmhﬂndﬂcmﬂumyﬂn.m

Dhabi, Qatar and Kuwait sovereign rating is at
Ady, this helps the povernment in mising the
deie at lower cost as compsred to countnes
like Sandi Arabia, Oman and Bahrain.

The banks in the UAE and Qatar have diver-
sified their revenue streams during the last
tworthree veans by scquiring banks and open-
ing branches in emerging markets oil import-
ing nations. These nations have benefitted
from bower odl and has seen a pickup in
consumption activity, The UAE banks have

geen change in funding profile mclined to-
wards intemational markets as government
finances dried due to lower ot prices. Saudi
Arabia Central Bank has offered domestic
lenders 54 billion in discounted, one-year
boans to ease liquidity constraints, We see our-
rent pause stance of US monetary policy as
positive for the GOC banks s it gives time 10
brasld up Bguidity buffers at lower rates. The
banlks in the UAE have capital ! Falios
much above 12 per cent requirement by cen-

tral bank to mieet the kending for uptoming
Dubai Expo 2020,

We see the growth outlock remaining
strong for the UAE and Quatar on account of
Expo 2020 and Fifa 2022 nearing, The
awarding of projects which needs to be com-
pleted have to begun given the two large
events. As per the Minisiry of Catar Devel-

ent Planning and Statistics, 2016 and
2017 growth will be supported by hydrocar-
bon economy, it expects new Barzan gas
feld to come on stream in the lamer half of
thas year and reach full capacity in 2017 A
new ted power and water plant (Umm
Al Houl) is expected to start operations in
2017 and reach full capacity in 2018. The
growth outlook and completion of projects
for Cratar and the UAE will continue to ben-
efit the hanks. Saudi Arabia has also outlined
National Transformation Plan which will
transform the economy’s reliance from ol to
non-oil. The GOC sovereigns have lower
debt to GDP ratio when compared to ad-
vanced and other economies, this provides
them further headroom to rakse debt. We sec
the Liguidity measures taken by government
a5 positive for GCC banks, The GCC banks
e well placed to cushion lower oil prices
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