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Low oil prices enable GCC banking sector to focus on liquidity 
BANKING ON KNOWLEDGE

By Dr R Seetharaman 

Saudi Arabia banking sector’s lending 

growth is close to 11% in 2014. The lending 

to private sector was above 11%, govern-

ment sector was above 7% and to non-

financial public sector enterprises was close 

to 4%. The deposit growth was above 12%.

The continuation of loan growth is 

expected to be curbed by the commence-

ment of new consumer credit rules. New 

consumer lending rules include caps on 

fees around either 1% or SR5,000, which-

ever is lower, that banks may charge.

Personal loan segment growth would 

depend on growth in expat population 

or salary increases. Weaker loan growth, 

price competition, asset yield pressures 

and regulatory pressures on fee income 

could impact profitability. A loan growth 

of 7-9% is expected in 2015.

In the UAE, declining oil revenue will 

slow bank deposit growth and impact 

credit growth in 2015. Loan growth was 

close to 10% in the first 11 months of 2014. 

Loan growth for the UAE may be between 

7- 9% in 2015.

Growth in credit demand slowed in 

the fourth quarter as government-relat-

ed entities and small- and medium-sized 

companies cut borrowing. Demand from 

industries including construction, prop-

erty development and wholesale trade 

weakened. The property market will also 

peak in 2015. The new credit bureau will 

also regulate lending. Deposit growth in 

the system remained strong in 2014 as 

the UAE government and public sector 

deposits rose in line with healthy oil 

revenue flows, while the banks further 

increased their allocations to liquid 

assets. Deposit growths will probably 

slowdown from around 11% in 2014 to 

8% in 2015.

In Oman asset growth and lending 

growth was more than 11% in 2014. 

Deposit growth was close to 11% in 2014. 

Lending growth would be sustained in 

2015 by higher spending on infrastructure 

projects, the government’s proposal to 

boost funding for development, as well as 

an increasingly vibrant consumer credit 

market. It is expected that loan growth 

will be between 8-10% in 2015.

In Kuwait Lending growth came in at 

6.2% year-on-year in December 2014. 

Household debt growth eased slightly 

to 12.7%. Credit to non-bank financials 

remained in deleveraging mode in 2014 

with credit shrinking by 12.4%.Credit to 

the trade sector performed modestly dur-

ing the year, while credit to industry and 

construction saw a contraction in 2014. It 

is expected that loan growth of 2015 will 

be between 5-7%.

In Qatar loan growth came in at 13.1% 

in 2014 and asset growth at 10.5%. The 

lending for real estate sector, consump-

tion sector, contracting sector and 

services sector was more than 11%, 23%, 

30% and 21% respectively. The foreign 

credit facilities were 24% of total facilities 

in December 2013 and marginally surged 

to 25% in December 2014. Real estate and 

government witnessed dropped foreign 

credit. However, services sector picked 

up. Expected loan growth of 2015 will be 

between 9-12%.

The WTI was at $49.76 a barrel and 

Brent at $62.58 by end of last week. Oil 

prices had rebounded since late January, 

partly due to expectations the lower rig 

count will eventually shrink US produc-

tion, curtailing the supply glut.

Oil price also rose on account of 

eurozone growth of 0.3% in last quarter 

of 2014. The reason for a drop again this 

week is the worries about oversupply in 

North America.

The low oil prices have enabled the 

GCC banking sector to focus on liquidity. 

The fall in oil price will impact economic 

growth and impact liquidity in the GCC 

economies.

Liquidity in both the government sec-

tor and the private sector will be aff ected. 

Deposit mobilisation will be challenging 

for banking sector. Slowdown can be 

witnessed in sectors such as real estate 

and projects. Lending to such sectors can 

be done on a selective basis.

Banks need to understand how cus-

tomer’s liquidity management changes 

in the light of changing dynamics in the 

market. Risk management need to be 

strengthened.

Consumer spending can also get 

aff ected on account of fall in sentiment. 

The fall in export trade could impact trade 

finance business. Rise in interest rates by 

the US Fed by mid or later this year and 

the GCC monetary policy can also follow 

the same and tighten the liquidity here. 

Short-term government deposits or major 

corporate deposits are to be procured 

through relationships.

• Dr R Seetharaman is Group CEO of Doha 

Bank. The views expressed are his own. 

Risks of weaker oil prices 
may be underestimated in 
exporting countries: S&P 
By Santhosh V Perumal
Business Reporter

The global contagion of 
weaker crude may be 
‘underestimated’ in the 

banking sector of certain oil-
exporting countries, particularly 
Qatar, due to the direct credit 
exposure to government and re-
lated entities, according to the 
international credit rating agen-
cy Standard and Poor’s (S&P).

While the direct exposure 
of the other countries’ bank-
ing systems to the oil sector ap-
pears limited, S&P believes the 
risks may be “underestimated” 
because some of the oil-related 
activities fall under the govern-
ment’s umbrella.

“Exposure to government and 
its related entities is signifi cant 
in some of the GCC (Gulf Co-
operation Council) countries, 
particularly Qatar, where it rep-
resented almost one-third of the 
banking system’s loan portfolio 
as of November 30, 2014,” the 
agency said.

Following the signifi cant drop 
in oil prices over the past few 
months, reaching around $55 
per barrel for the Brent crude as 
of mid-February compared with 
more than $100 a year ago, S&P 

has revised its price assump-
tions.

“We now expect Brent’s price 
to stabilise around $55 in 2015 

and increase slightly to around 
$65 in 2016,” it said.

Oil’s price decline could af-
fect the oil exporting  countries’ 

banking systems either directly 
through banks’ exposure to and 
deposits from oil- or govern-
ment-related companies or in-

directly through lower invest-
ments and economic growth, 
which may weigh on banks’ as-
set quality and profi tability in-
dicators.

The banking systems of coun-
tries with low fi scal buff ers, sig-
nifi cant economic imbalances, 
and high dependence on oil-
related bank deposits may come 
under pressure, S&P said.

In most of the oil-exporting 
countries it looked at, govern-
ment spending and investment 
projects remain among the main 
generators of economic growth 
and opportunities for the bank-
ing system. That is particularly 
true for the GCC countries, 
where government investments 
account for a large share of total 
investments.

Fiscal buff ers accumulated 
over the past years, as well as 
investment projects that are 
part of strategic initiatives, 
such the Dubai Expo 2020 and 
Qatar World Cup 2022, are 
also likely to remain insulated 
from the mounting pressure on 
government budgets. Banks in 
Qatar, Oman, and the UAE dis-
play signifi cant concentration 
in their funding profi les, with 
around 30%-40% of deposits 
coming from government and 
its related entities. 

While the direct exposure of certain countries’ banking systems to the oil sector appears limited, S&P 
believes the risks may be “underestimated” because some of the oil-related activities fall under the 
government’s umbrella. 

Industries Qatar (IQ) has reconstituted its Board of Directors with Saad Sherida al-Kaabi (pictured) 
as chairman. Mohamed Nasser al-Hajri is the new vice-chairman.  Abdulaziz Mohamed al-Mannai, 
Dr Mohamed Yousef al-Mulla, Khalifa Abdulla al-Suwaidi, Nasser Jeham al-Kuwari and Ali bin Hassan 
al-Muraikhi are members on the IQ Board of Directors. IQ is one of the region’s industrial giants with 
interests in the production of a wide range of petrochemical, fertiliser and steel products. IQ is the 
holding entity of Qatar Petrochemicals (Qapco), Qatar Fertiliser (Qafco), Qatar Steel and Qatar Fuel 
Additives (Qafac). 

Saad Sherida al-Kaabi is new IQ chairman 

Al Meera reports 
16% jump in profi t 
to QR226.58mn 

Robust sales and lower 
fi nance costs helped Al 
Meera Consumer Goods 

Company report a 16% jump 
in net profi t to QR226.58mn in 
2014.

The company has recom-
mended 90% cash dividend, 
which will have to be approved 
by shareholders at the an-
nual general assembly meeting 
scheduled to be held later.

Sales grew 12% to QR2.18bn, 
but the cost of sales were up 
11% to QR1.81bn, yet translat-
ing as 13% jump in gross profit 
to QR361.08mn, according to 
its financial statement filed 
with the Qatar Stock Ex-
change.

Shops’ rental income surged 
17% to QR42.76mn and other 
income more than tripled to 
QR81.07mn, thus refl ecting as 
27% increase in operating in-
come to QR484.91mn.

While general and adminis-
trative expenses were up 5% to 
QR232.03mn; the company’s 
fi nance costs plummeted 62% 
to QR1.42mn.

Total assets were valued at 
QR1.99bn, comprising current 
assets of QR0.84bn and non-
current assets of QR1.15bn.

Total equity stood at 
QR1.44bn on a capital base of 
QR200mn and earnings-per-
share was QR11.33 at the end of 
December 31, 2014. 

SPE Qatar holds ‘Distinguished Lectures’ session 

Many local oil and gas professionals 
and students attended the latest 
session of the ‘Distinguished Lec-

tures’ at the Four Seasons on Sunday. 
The event was organised by the Soci-

ety of Petroleum Engineers, Qatar, which 
is chaired by Sheikh Faisal bin Fahad al-
Thani, deputy manager director, Maersk 
Oil Qatar.

The title of the presentation was “Mov-
ing the frontiers in artifi cial lift technology 
in mature fi eld operations”, presented by 
Siegfried Muessig — Technology and Qual-
ity manager at RAG, Vienna, Austria.

Muessig explained how the premature 

abandonment of mature fields that still 
contained significant oil and gas reserves 
could often be avoided through the ap-
plication of novel technology and ap-
proaches in particular artificial lift tech-
niques. The presentation provided a case 
study showing the process of combating 
the loss of reserves and valuable energy 
resources and gave a detailed insight of 
potential technical solutions and their 
commercial impact.

The Society of Petroleum Engineers 
(SPE) is the largest individual member or-
ganisation serving managers, engineers, 
scientists and other professionals world-

wide in the upstream segment of the oil and 
gas industry. 

In Qatar, there are more than 400 profes-
sional members and 250 student members 
at Qatar University and Texas A&M Univer-
sity, Qatar. 

As one of many sections worldwide, 
SPE Qatar Section’s mission is to col-
lect, disseminate and exchange technical 
knowledge concerning the exploration, 
development and production of oil and gas 
resources, and related technologies for the 
public benefi ts; and to provide opportuni-
ties for professionals to enhance their tech-
nical and professional competence. 

Participants at the ‘Distinguished Lectures’ in Doha on Sunday. The event was organised by the Society of Petroleum Engineers, Qatar, 
which is chaired by Sheikh Faisal bin Fahad al-Thani, deputy manager director, Maersk Oil Qatar. 

Barwa Real Estate appoints new CEO 

Barwa Real Estate group, which 
is currently finalising its new 
strategy, has appointed Salman 
Mohamad Ahmad al-Hasan 
al-Muhannadi as its CEO.
With 24 years of experience in 
finance, administration, asset 
management and strategic 
planning, al-Muhannadi 
has risen through several 
ranks in diff erent national 
organisations, last of which 
was QNB Capital as its CEO.
He had previously handled 
financial and strategic 
restructuring of many 
organisations and real estate 
portfolios; in addition to his 
experience as a consultant 
for mergers and acquisitions 

in financial, real estate and 
transportation fields.
He is also a member of 
the board of directors and 
committees in local and 
international companies and 
was a part of a number of 
deals between Barwa Real 
Estate and Qatari Diar.
Barwa group, which is reviewing 
investments to determine 
best approaches of utilising 
them and studying potential 
opportunities, had done 
several deals, including buying 
stakes in Arcapita in Lusail Gulf 
Development Company, and 
launching new projects such as 
Madinat Al Mowatir, Al Aateda 
and Mostawdaat. 
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