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Bond market: A good
source of funding?

GCC bond issues exceed $3b; sukuk issues hit $10b in 2014

A televiskon monitor on the floor of the New York Stock Exchange shows the decision of the Federal Reserve on
April 30. The Federal Reserve says it will make a fourth $10 billion eut In its monthly bond purchases 1o $45 billion
because it thinks the US job market needs less help from the Fed. - AP

HE GLOBAL MARKETS had

more than $1.76 trillion's

bhond asses in 20004 il dare.

Iin 2013, it witnessed bond

fssues of more than 53.6

trillion. The first half of
2013 witnessed issues close to 52 tril-
L,

The US 10-year Treasury yield was
above 2.5 per cemt affer foaching & six
month low recently, The decline came
i the Bice of encouraging domestic eco-
nomicdsta i recent weeks

Recently ||'|l_ 53 Em:'mlm: nt said
rosie 13,2 per cent to 1.07
mitlfn .1I1I'IIJJ.|I!\.|:"-|.'| units in April, the
strongest level since November 1013,

The US economy wdded 288,000 jobs
in April 2074 as the unemployment mis
fell o 6.3 per cent, its lowest level since
Septernber 2008, from 6.7 per cent in
March 2014.

In April 2014, 7S Fed trimmed the
size ofits bond-buying strategy by 510
tillkan po $45 billlon. The US economy
expanded ot a 0.1 per cent rate in the
first quarter of 2014 an aboupt decebers-
tion from 2.6 percent Lrnwlh n the lnst

quarter of 2013, Owver the past 12
maonths, prices have increased by two
per cent, the largest gain since july and
miatching the Federal Rederve’s inflation
target, Low inflation had enabled the
Fed to pursue extraordinary stimulus
programmes in an effort o boost eco-
nomig growth, The Fed has kept the
short-term interest mie it controls
neardy 2ero since December 2008,

Higher inflation could mise pressure
on the Fed o incresse that rate earlier

0
%
increase in housing

starts to 1.07m
annualised units

than it had planned. Interest rates will
probably remain low until mid-2015, A
secp increase in interest ntes meay im-
pact profitability of the GEC banks,

Qatar's five-year CDS was at 50 basis
points, Dubai’sat 155 basis points, Abu
Dhabi's at 42 basis points, Sandi Ara-
bia's at 44 basis points and Rahrain's ot
160 basis points. This year Securitles
amd Commodities Authority of the UAE
has issued new: rules for Bsuance and
trading of covered bonds.

The covered bonds, whech are backed
by cash fiows from morigages or public
sector loans, are considered relatively
safie because investors have-a preferen-
tial claim on the assets in the event of a
default.

This will provide commercial banks a
new source of funding. Recently the
Capatal Market Authonty of Oman is-
sued draft subuk regulations to promote
the lslamic debt market.

In addition to this the Oman govern-
ment alzo plans 1o fioat $520 million
worth of sovereign sukuk in the domestic

murket. The global sukask was more than
£17 hillion in 2014, The major Blamic
bomd imsuersin 201 4 inchudes Ekarmic De-
velopment Bank and Tenaq Masional

In the first half of 2013, global sukuk
exceeded $19 hllion. In 2004, GOC
bond issnes were waorth more than 519
billion, In the first halfof 2013 itexcesd-
ed 521 billkon, The bond ismes in the
GECin 2013 were worth more than 545
hillion. The GCOC conventional band k-
waes in 2014 exceeded 9 billion and in
the firet halfiof 2013 it cxceeded £11 hil-
lhow. The mapor conventional bond issies
in. 2014 were done by Abu Diabi and
Investment Corporation of Dubat,

The GO Islarmic bond issuesin 2014
exceeded § 10 billionand in the first hall
of 2013 it had exceeded S10.5 hillion,

The major Islamic bond ssies in
2014 were dope by Saudi sovereign
companies, Dubai and National Com-
merciil Hank. Qatar Central Bank cime
with comventional bond issuwes worth
QR13 billion and Islamic bond [ssues
worth QR11 billion in fanuary 2004,

Saudi Eleciriciry Company had come
with Iskamic boned issues worth 3,69
billion in the first quarter of 2014.

In Apnl 2014, Dubai tapped capatal
markets with the sale of $7 50 mallion of
15-year ldamic bonds. The drop in
GCC bond issues indicates that mstitu-
tions are contemplating whether bond
market is still @ good source of funding.

The writer is the group r:.hlr_.-' executive affi-
cer al Dokur Bank, Views expressed by fom
are s own gud da ot reflece the nesspa-

pers policy.



