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Iran signals 
willingness for 
action to boost 
oil price

Turkey cuts rates 
again, defying 
inflation leap

Morocco posts fall 
in foreign tourist 
arrivals

Iran is sending signals that it may 
support action to prop up the oil 
market, sources in the Organisa-
tion of the Oil Exporting Countries 
(OPEC) and the oil industry said, 
potentially aiding efforts to revive 
a global deal on freezing production 
levels at talks in September.

Tehran refused to join a previous 
attempt this year by OPEC and non-
members such as Russia to stabilise 
production and talks collapsed in 
April. Russia wants to see an inter-
nal agreement among OPEC mem-
bers before it commits to rejoining 
an initiative.

Venezuelan Oil Minister Eulogio 
Del Pino recently toured oil-pro-
ducing countries, including Saudi 
Arabia and Iran, to rally support for 
a deal. Oil at around $50 a barrel is 
less than half its level of mid-2014.

“Negotiations are ongoing. I see 
positive signs coming from OPEC 
majors,” said a senior industry 
source familiar with the discussions, 
referring to Riyadh and Tehran.
(Reuters)

The Central Bank of Turkey cut its 
main interest rate by 25 basis points, 
defying a sharp jump in inflation fol-
lowing the failed coup in July.

The bank said the overnight lend-
ing rate was trimmed to 8.5%. Its 
one-week repurchasing rate was left 
at 7.5% and the overnight borrowing 
rate — 7.25% — was unchanged.

The cut was the fifth consecutive 
trim by the central bank under new 
Governor Murat Cetinkaya amid 
pressure from Turkish President 
Recep Tayyip Erdogan for a more 
dovish monetary policy to stimulate 
growth.

However, inflation ticked up to 
8.79% in July, compared with 7.64% 
in June, with the effects of the coup 
putting pressure on food prices.

Justifying its decision, the bank 
said in a statement: “Processed food 
prices, which have recently shown 
marked increases, are projected to 
display a downward correction in 
the short term. Meanwhile, the core 
inflation trend is expected to im-
prove gradually.”
(Agence France-Presse)

Morocco announced a 5.6% drop 
in foreign tourist arrivals for the first 
half of 2016, with holidaymakers 
apparently put off by unrest and at-
tacks across the region.

Even though Morocco was spared 
unrest triggered by the “Arab 
spring” since 2011, as well as terror 
attacks, the number of tourist ar-
rivals dropped 5.6% in the first six 
months of 2016 compared with the 
same period in 2015, the Moroccan 
Tourist Office said.

Marrakech and Agadir, the coun-
try’s two main tourist destinations, 
suffered from the slump, it added.

Government figures indicated 
the number of British visitors was 
off 8%, with arrivals from Germa-
ny down 7% and those from both 
France and Italy 5% lower. The num-
ber of Moroccans living abroad who 
visited the country in the period was 
up 1.7%, said the Moroccan Observa-
tory for Tourism.

Overall, nearly 4.2 million tour-
ists visited Morocco in the first six 
months of 2016, it said.
(Agence France-Presse)
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Merger of Abu Dhabi funds streamlines 
sovereign investment sector
Jareer Elass

Washington

A 

bu Dhabi’s plan to 
streamline its foreign 
and local investment de-
cision-making process 
by merging sovereign 

investment funds Mubadala Devel-
opment Company and Internation-
al Petroleum Investment Company 
(IPIC) is a step in the emirate’s drive 
to become more fiscally responsible 
and efficient in an era of low energy 
prices and tumbling state income.

Even though it is the wealthi-
est emirate within the United Arab 
Emirates, Abu Dhabi has been hit 
hard over the past two years by low 
oil prices. The government is pro-
jected to have a $10.1 billion budget 
deficit for 2016, which is expected 
to be covered primarily through in-
ternational bond issues. 

In the summer of 2015, Abu Dhabi 
became the first government in the 
region to reduce costly energy sub-
sidies to curb spending due to an 
extended oil price slump.

Abu Dhabi has taken other steps 
to trim costs and eliminate redun-
dancies. The merger of the two 

state investment funds preceded 
word that the National Bank of Abu 
Dhabi and First Gulf Bank, both 
majority-owned by the Abu Dhabi 
government, had won board ap-
proval for their own merger that 
will produce a banking giant with 
$175 billion in assets. In May, state 
oil firm Abu Dhabi National Oil 
Company (ADNOC) began the pro-
cess of laying off as many as 5,000 
of its 55,000 employees by the end 
of 2016.

The merger of Mubadala Devel-
opment and IPIC, to be completed 
next year, will create a state invest-
ment fund with as much as $135 bil-
lion in assets. The merger process is 
to be overseen by a committee led 
by IPIC Chairman and UAE Deputy 
Prime Minister Sheikh Mansour bin 
Zayed al-Nahyan with Mubadala 
Chief Executive Officer Khaldoon 
al-Mubarak serving as vice-chair-
man and UAE Oil Minister Suhail 
Mohamed Faraj al-Mazrouei par-
ticipating on the committee.

“The combined entity will realise 
synergies and growth in multiple 
sectors including the energy and 
utilities sector, technology, aero-
space, industry, healthcare, real 
estate and financial investments,” 
IPIC said in a statement.

It is unclear if the entity that will 
evolve from the merger will be a 
new holding company or an en-
hanced version of either Mubadala 
Development or IPIC.

The merger has already received 
a tacit endorsement from credit 
ratings agency Standard & Poor’s 
(S&P), which announced it had “af-
firmed its ‘AA’ long-term and ‘A-1+’ 

short-term issue credit ratings” for 
Mubadala Development, noting 
“the almost certain likelihood” that 
the Abu Dhabi government “would 
provide timely and sufficient ex-
traordinary support to Mubadala in 
the event of financial distress”.

S&P expressed similar assurances 
for its ratings for IPIC but cautioned 
that “Mubadala and IPIC have out-
standing commercial debt that will 
need to be taken into considera-
tion in the merger process”. While 
the agency indicated that IPIC’s 
business risk was satisfactory, it 
warned that the sovereign invest-
ment fund’s financial position was 
“highly leveraged”.

IPIC, which was formed in 1984, 
and Mubadala Development, es-
tablished in 2002, were both man-
dated with generating investment 
income for the government of Abu 
Dhabi. They have increasingly been 
pushed to help diversify the emir-
ate’s economy away from oil. For 
example, Mubadala Development 
owns domestic satellite communi-
cations operator Yahsat and local 
aerospace components firm Strata 
Manufacturing.

The two state funds are similar 
in asset size but their portfolios dif-
fer greatly. IPIC has a larger energy 
sector focus with an eye to more 
downstream operations. IPIC has 
fully invested in several interna-
tional energy-related companies, 
including 100% stakes in the Span-
ish integrated oil firm Cepsa and 
Canadian petrochemicals company 
Nova Chemical Corporation. It also 
holds minority stakes in Japanese 
refining company Cosmo Oil, Aus-

trian integrated oil firm OMV and 
the Arab Petroleum Pipeline Com-
pany (SUMED) in Egypt.

Mubadala Development’s energy 
investments account for about 10% 
of the fund’s assets and include 
upstream oil and gas stakes in Asia 
and Oman as well as a 51% interest 
in Dolphin Energy, which is respon-
sible for producing natural gas in 
Qatar and piping it to the UAE, and 
100% ownership of Abu Dhabi’s 
renewable energy firm Masdar. 
Mubadala Development cuts a wid-
er swathe than IPIC in investments 
in other sectors with substantial 
stakes in the health care, technol-
ogy, utilities and aerospace indus-
tries.

Consolidation of the two sov-
ereign investment funds follows 
the advice that bankers have long 
given the Abu Dhabi government 
to eliminate overlaps in functions 
carried out by similar state entities 
to produce cost-savings and higher 
efficiency. Yet to be determined 
is how many jobs will be shed in 
the merger — the two firms collec-
tively employee 60,000 people — as 
well as the composition of the new 
fund’s board.

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

The merger of 
Mubadala 
Development and IPIC 
will create a state 
investment fund with 
as much as $135 billion 
in assets.

Egypt’s central bank gets cash 
infusion from UAE
The Arab Weekly staff

London

T 

he United Arab Emirates 
has deposited $1 billion 
in the Central Bank of 
Egypt, which is in the 
process of introducing 

significant austerity measures to 
revive its economy.

The deal signed by Director-
General of the Abu Dhabi Fund 
for Development (ADFD) Moham-
med al-Suwaidi and Egypt Central 
Bank Governor Tarek Amer comes 
as Cairo readies itself to meet Inter-
national Monetary Fund (IMF) loan 
obligations.

“[The deposit] demonstrates the 
UAE’s commitment to support our 
long-term partners, ensuring their 
economic growth and stability and 
is a landmark agreement, which 
will make an immediate difference 
to the Egyptian economic system,” 
Suwaidi said.

IMF representatives and Egyp-
tian officials reached a tentative 
deal that allows Egypt to receive 
$12 billion over a three-year period. 
In return, Cairo must reform the 
Egyptian economy.

A statement on the official UAE 
news agency said: “This support 
comes within the framework of 
strategic cooperation and coordi-

nation between the two countries 
and out of the UAE’s unwavering 
stand in support of Egypt and its 
people to promote the develop-
ment process, as well as the recog-
nition of Egypt’s central role in the 
region.”

Egyptian economic expert 
Khalid al-Shafey said the UAE 
pledge would support the Egyptian 
government’s economic reform 
programme.

The $1 billion deposit into Egypt’s 
central bank, Shafey said, would 
“contribute to creating a state of 
decline in the price of the US dol-
lar on the black market. It will also 
help, along with the approaching 
first instalment of the IMF loan, in 
pushing forward the overall recov-

ery of the Egyptian economy”.
Observers said Gulf states are 

gambling on the recovery of the 
Egyptian economy and national 
security until it can return to its 
role as a major regional power, par-
ticularly in light of regional forces, 
such as Turkey and Iran, interfer-
ing in Arab affairs.

Egypt is suffering after-effects 
from the “Arab spring” on its 
economy and security. It is grap-
pling with a dollar shortage and 
dwindling foreign reserves. The 
government has been preparing 
the Egyptian public for major eco-
nomic reform measures, which will 
include cutting subsidies.

Egypt will cut fuel subsidies over 
the next three years and reduce 

spending on them by nearly 43% 
in the 2016-17 budget, officials con-
firmed.

Egyptian President Abdel Fattah 
al-Sisi said officials have waited too 
long to implement essential eco-
nomic measures and the future of 
the country was at stake.

“The size of the challenges is 
beyond imagination and the re-
sponsibility for coping with them 
doesn’t fall solely on my shoulders 
but is a responsibility shared by 
Egyptians as a whole,” Sisi told Al-
Ahram newspaper.

Under the conditions of the IMF 
loan, Egypt must secure $6 billion 
from bilateral creditors before the 
loan can be approved. The UAE was 
the first to pledge its support.

Central Bank of Egypt’s headquarters in Cairo.

“[The deposit] 
demonstrates the 
UAE’s commitment 
to support our 
long-term partners, 
ensuring their 
economic growth 
and stability.”

Director-General of the 
Abu Dhabi Fund for 

Development Mohammed 
al-Suwaidi.

In the summer of 2015, 
Abu Dhabi became the 
first government in 
the region to reduce 
costly energy 
subsidies.


