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Trade rules eased 
to boost jobs for 
Syria refugees

Turkey cuts 
interest rates after 
failed coup

Abu Dhabi’s 
sovereign wealth 
fund sticks to 
long-term plan

EU Ambassador to Jordan Andrea 
Matteo Fontana said the European 
Union eased trade rules with Jordan 
to spur foreign investment in the 
kingdom and create jobs for Syrian 
refugees.

Fontana said the new rules will 
allow a wider range of Jordanian 
products to be sold in Europe with-
out tariffs by permitting a greater 
percentage of third-country compo-
nents. Eligible manufacturers must 
employ a certain percentage of Syr-
ians.

The deal is part of longer-term so-
lutions for the fallout from Syria’s 
civil war, which has displaced mil-
lions of Syrians. Jordan hosts more 
than 650,000 Syrian refugees. In 
exchange for employing Syrians, it 
is to receive grants, cheap loans and 
be subject to new trade rules.

The deal is also meant to deter 
Syrians from moving from overbur-
dened regional host countries to 
Europe.
(The Associated Press)

Turkey’s central bank has cut a 
key interest rate for a fifth consecu-
tive month, days after an attempted 
coup against President Recep Tayy-
ip Erdogan triggered concerns over 
the country’s economic outlook.

The bank’s Monetary Policy Com-
mittee said it reduced its overnight 
marginal funding rate by a quarter 
percentage point to 8.75%. Other in-
terest rates were left unchanged.

The move would help banks bor-
row at a cheaper rate, which could 
help ease liquidity restraints that 
emerge in the financial system at a 
time of heightened uncertainty.

The central bank’s rate-setting 
body did not mention the coup di-
rectly but said that “domestic de-
velopments have led to fluctuations 
in financial markets”. The panel 
sought to downplay worries about 
the economic outlook, arguing that 
recent policy and liquidity measures 
“have increased the resilience of the 
economy against shocks”.

Some economists expected a re-
duction in the marginal interest rate 
of half a percentage point, in line 
with the central bank’s last three 
cuts. The more modest reduction 
may point to concern about the 
strength of the Turkish lira.
(The Associated Press)

The Abu Dhabi Investment Au-
thority (ADIA) said it is committed 
to a long-term investment strategy 
despite a slump in oil prices and 
concerns about slower economic 
growth worldwide.

ADIA is based in the capital of the 
United Arab Emirates and is one of 
the world’s largest sovereign wealth 
funds.

Fund Managing Director Hamed 
bin Zayed al-Nahyan said in ADIA’s 
2015 annual review that the fund 
“will remain focused on identify-
ing long-term trends and patiently 
growing capital”.

ADIA does not disclose the size of 
its holdings but said its annualised 
rate of return in dollar terms over 
the past 20 years was 6.5% in 2015, 
compared with 7.4% in 2014.
(The Associated Press)

BriefsKuwait looks to imports to meet natural gas needs
Jareer Elass

Washington

B 

y moving ahead with plans 
to build its first perma-
nent liquefied natural gas 
(LNG) import terminal and 
announcing long-term 

LNG supply deals after 2020, Kuwait 
is all but acknowledging that it can-
not develop its own gas resources 
quickly enough to meet burgeoning 
demand.

Kuwait signed a $2.93 billion con-
tract in March with three South Ko-
rean firms — Hyundai Engineering 
Company, Hyundai Engineering & 
Construction Company and Korea 
Gas Corporation — for the construc-
tion of an LNG import terminal at 
al-Zour, near the border with Saudi 
Arabia, that will include a regasifica-
tion facility and eight LNG storage 
tanks.

The terminal, designed to have 
a regasification capacity of 22 mil-
lion tonnes per year, will be part of 
a larger complex at al-Zour that is 
to include a new refinery and petro-
chemicals plant.

The LNG terminal is to be com-
pleted in the first quarter of 2021, 
which explains why state oil firm 
Kuwait Petroleum Corporation 
(KPC) has indicated it would transi-
tion from short-term supply deals 
to contracts of up to 15 years and in-
volving 6 million-7 million tonnes of 
imported LNG annually after 2020. 
KPC recently signed contracts with 
three LNG suppliers to provide 2.5 
million tonnes of gas to Kuwait to 
meet the emirate’s needs through 
2020.

Kuwait in 2009 became the first 
member of the Gulf Cooperation 
Council (GCC) to turn to LNG im-
ports, taking in its supplies at a 
floating LNG terminal at al-Zour. Ini-
tially the supply arrangements were 
seasonally driven. Kuwait imported 
small LNG volumes to accommo-
date peak electricity demand during 
summer months. The emirate was 
forced to boost its import volumes, 
however, and shifted to year-round 
supplies in 2013.

Kuwait uses natural gas primarily 
for power generation, water desali-

nation and in its petrochemicals in-
dustry. Domestic electricity demand 
has skyrocketed thanks to increased 
usage during the summer and as a 
result of heavily subsidised electric-
ity costs.

The government intends to more 
than double its current power gen-
eration capacity from around 14 gi-
gawatts (GW) to more than 31 GW by 
2030. Most of the new power plants 
will run on natural gas, requiring 
even greater LNG imports.

Kuwait is the only GCC coun-
try that has yet to cut expensive 
energy-related subsidies after low 
oil prices prompted other regional 
governments to increase fuel, water 
and power prices to reduce budget 
deficits.

Kuwaiti Emir Sabah Ahmad al-
Jaber al-Sabah declared in January 
that the government would lift sub-
sidies and raise domestic prices on 
petrol, water and power but offered 
no time frame.

Ahmed al-Jassar, minister of Elec-
tricity and Water, recently told par-
liament the government was spend-
ing $8.8 billion a year on water and 
power subsidies. He argued that 
without water and power subsidy 
reductions, domestic consumption 
in Kuwait was expected to triple 

by 2035 with subsidy costs for the 
government reaching $25 billion per 
year.

The issue of subsidies is sensi-
tive in Kuwait. In April, parliament 
passed a bill that would substantial-
ly raise power and water prices on 
expatriates and local businesses but 
only after legislation that included 
increases for Kuwaiti nationals was 
modified to exclude citizens. The 
bill requires a second vote, which 
has not yet been conducted.

To boost domestic gas production 
significantly, Kuwait must develop 
its tight, sour gas fields in northern 
Kuwait. Exploiting the fields would 
be expensive, involve lengthy lead 
times and require foreign expertise 
and investment. The Kuwaiti parlia-
ment, citing constitutional grounds, 
has opposed prospective deals that 
it perceives would allow interna-
tional firms to control or unduly 
profit from the emirate’s oil and gas 
assets.

As far back as 2000 Kuwait sought 

a steady external source of gas to 
meet domestic consumption by 
looking at possible pipeline sup-
plies from its Gulf neighbours. Ku-
wait and Bahrain entered into ne-
gotiations with Qatar for a 25-year 
gas supply deal that would have re-
quired a $2 billion underwater pipe-
line to be constructed from Qatar to 
Kuwait and Bahrain.

The proposal hit a wall because 
Saudi Arabia refused in 2005 to al-
low a portion of the line to pass 
through its territorial waters, a 
move perceived as a political effort 
by Riyadh to prevent Doha from get-
ting the upper hand in a long-term 
arrangement with the kingdom’s 
closest Gulf allies.

Kuwait and Bahrain at around the 
same time entered into negotiations 
with Iran over a potential 25-year 
pipeline supply agreement but pric-
ing and technical problems proved 
difficult to overcome. Increasing 
tensions between the GCC and Teh-
ran over its nuclear programme and 
fears of its hegemonic regional in-
terests effectively ended any serious 
consideration of an agreement.

Jareer Elass reports on energy 
issues for The Arab Weekly. He is 
based in Washington.

Mohammad Ghazi Al-Mutairi (C-L), CEO of the Kuwait National Petroleum Company (KNPC) shakes 
hands with Jung Soo-Hyun (C-R), South Korea’s President and CEO of the Hyundai Engineering and 
Construction (HDEC), after signing documents as part of a Liquefied Natural Gas import project, last 
March, in Ahmadi, south of Kuwait City.

Kuwait signed a $2.93 
billion contract in 
March with three 
South Korean firms.

In 2009, Kuwait 
became the first 
member of the Gulf 
Cooperation Council 
(GCC) to turn to LNG 
imports.

Lebanon aims to restart offshore oil exploration
Walid Khadduri

Beirut

L 

ebanese Foreign Minister 
Gebran Bassil announced 
plans to move ahead with a 
stalled auction for offshore 
exploration by internation-

al energy companies.
The auction, originally scheduled 

for November 2013, was delayed as 
the government had failed to pass 
necessary decrees to demarcate 
the exploration blocks, approve 
the model production-sharing con-
tracts and define the tender proto-
cols.

The Lebanese Petroleum Admin-
istration qualified 12 international 
oil companies as operators in early 
2004 and more than 30 interna-
tional oil firms were qualified by the 
administration, a level of interest 
higher than Cyprus and Israel which 
may also have significant levels of 
oil and gas in neighbouring waters.

The delay of the Lebanese bid-
ding process caused several compa-
nies to lose interest, however, and 
several closed their offices in Beirut.

In addition to the delay, compa-
nies may have been put off by the 
relatively high expense of explora-

tion and drilling in the eastern Med-
iterranean, where water depths are 
4,600-6,100 metres. There are also 
many opportunities for gas explora-
tion in nearby areas.

The eastern Mediterranean also 
has geostrategic risks. There is the 
Arab-Israeli conflict, reflected in 
two-related issues — Israel blocking 
the development of the Gaza Ma-
rine Field and the disputed offshore 
area between Lebanon and Israel. 
There are disputes both south and 
north of Lebanon.

Seismic surveys of Lebanese wa-
ters provided optimistic expecta-
tions of gas discoveries. Proven 
petroleum reserves cannot be con-
firmed until drilling exploration 
programmes are implemented. If 
major discoveries are found, then 
oil firms will become more interest-
ed in further exploration.

Problems could arise in fields that 
straddle borders. Officially there is a 
state of war between Lebanon and 
Israel and the countries have no 

diplomatic relations. It would be dif-
ficult to unify operations in a joint 
field.

The risks are varied and complex. 
Some southern Lebanese blocks 
reach into disputed areas with Isra-
el. The southernmost Syrian block 
passes into Lebanese northern wa-
ters.

The United States has been medi-
ating the resolution of the disputed 
area between Israel and Lebanon 
for three years but no settlement 
has been reached. The offshore bor-
der dispute with Syria is part of a 
long onshore-offshore demarcation 
dispute between the two countries. 
This issue is not expected to be re-
solved during the present Syrian 
civil war.

Gas exploration in the eastern 
Mediterranean started in Egypt in 
the 1990s and is ongoing in Pales-
tinian, Israeli and Cypriot territorial 
waters. Major discoveries have been 
found in Egypt and Israel. Modest 
discoveries have been made in Pal-
estinian and Cypriot waters.

Egypt and Israel are producing 
gas from the eastern Mediterrane-
an. Egypt has converted most of its 
power stations to run off gas, as well 
as beginning an ambitious export 
programme. Israel began produc-
ing gas from the Tamar field in the 

spring 2013. It is planning to export 
to regional and European countries.

Eastern Mediterranean gas is ex-
pected to play an important role in 
the economic futures of producing 
countries, particularly if it is con-
sumed locally. Domestic gas would 
help the producing country’s bal-
ance of payments, as the gas would 
replace the oil imports. Gas would 
also reduce pollution.

Eastern Mediterranean gas re-
serves are estimated to constitute 
about 1% of global reserves. This 
volume should provide ample sup-
ply for local consumption. It could 
also provide modest quantities to 
the European market.

Europe is considering increasing 
gas imports and diversifying the 
sources of its supplies away from 
Russia. Eastern Mediterranean gas 
is one of the sources that Europe is 
considering.

Lebanon could contribute to 
the volumes exported to Europe. 
Exports could be transported by 
pipeline or as liquefied natural gas 
(LNG). The volume to be exported 
will depend on the amount of re-
serves discovered and Lebanon’s 
extent of domestic use of gas.

Walid Khadduri is a Beirut-based 
Iraqi writer on energy affairs.

Eastern Mediterranean 
gas reserves are 
estimated to 
constitute about 1% of 
global reserves.


