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Saudi Arabia bond 
offering raises 
$17.5 billion

Dubai group buys 
Kuwaiti food firm

Libya’s economy 
on the brink, 
experts say

Saudi Arabia raised $17.5 billion 
in its first international bond is-
sue, HSBC announced. The issue 
was offered in three tranches with 
maturities of five, ten and 30 years 
respectively.

The $5.5 billion in 5-year bonds 
carries annual interest of 2.375%. A 
further $5.5 billion of 10-year bonds 
carries a coupon of 3.25% inter-
est and the $6.5 billion in 30-year 
bonds has 4.5% interest.

The effective annual interest rate, 
including the coupon and amount 
of the discount between the face 
value of the bond and its sale price, 
is 2.588% on the 5-year bonds, 
3.407% on the 10-year bonds and 
4.623% on the 30-year bonds.

The bond issue is larger than 
many analysts had expected and is 
the largest from an emerging-mar-
ket country, Bloomberg News said.

Saudi Arabia, the world’s larg-
est oil exporter, projected a budget 
deficit of $87 billion this year after a 
fall in oil revenues.
(Agence France-Presse)

A Dubai-based investor group, 
led by the head of property gi-
ant Emaar, completed the nearly 
$2.4 billion acquisition of a major-
ity stake in Kuwaiti food company 
Americana, Kuwait’s stock ex-
change said.

Emaar Chairman Mohamed Al-
abbar’s investment firm Adeptio 
and Kuwait’s Al-Khair National for 
Stocks and Real Estate signed the 
deal for a 66.8% stake in America-
na, the bourse said in a statement.

Under Kuwaiti law, Adeptio is 
obliged to offer the same price to 
the holders of the remaining 33.2% 
stake. The 268.5 million shares 
were sold for $8.80 per share, the 
bourse statement said.

Established in 1964, Americana 
is the parent group that brought to 
the Middle East more than a dozen 
major food brands such as Pizza 
Hut, KFC, Costa Coffee and TGI Fri-
day’s.

Americana owns more than 1,690 
outlets and employs 63,000 work-
ers in the Middle East and North 
Africa. It also has 17 factories and 
produces various food products.
(Agence France-Presse)

Political stalemate and the con-
flict rocking Libya prevent the North 
African country from taking advan-
tage of its vast oil resources and are 
pushing the economy towards col-
lapse, experts said.

Long queues form every morning 
at banks, which do not have enough 
cash to meet customers’ demands. 
The World Bank reports a “substan-
tial loss in real purchasing power 
of the population”, with basic food 
prices leaping 31% in the first quar-
ter of the year.

“The Libyan economy is near col-
lapse as political stalemate and civil 
conflict prevent it from fully exploit-
ing its sole natural resource: Oil,” the 
World Bank warned.

Libya has Africa’s largest oil re-
serves, estimated at 48 billion bar-
rels, but production and exports 
have slumped dramatically. Cou-
pled with low global oil prices, this 
has left the economy “mired in 
recession since 2013″, with record 
high deficits, the World Bank said.
(Agence France-Presse)

BriefsFujairah seeks to carve out energy niche
Jareer Elass

Washington

U 

sually eclipsed by oil-
rich Abu Dhabi and glit-
tering Dubai, Fujairah is 
one of the smaller and 
poorer of the United 

Arab Emirates, but has started to 
carve out a niche of its own in the 
energy world.

The start-up of a very large crude 
carrier (VLCC) berth at Fujairah 
port marks a further step the UAE 
has taken to promote the northern 
emirate as a regional oil trading and 
storage hub. Over the past decade, 
Fujairah port has tripled its berths 
to nine and boosted its shipping traf-
fic of refined products more than 
eight-fold, with more than 2,200 
ships loading or unloading crude 
products in 2015. The new VLCC 
berth opens the port to a new clien-
tele: Crude-laden vessels.

The VLCC jetty, built at a cost of 
$177 million, allows Fujairah port 
customers to load or unload up to 
2 million barrels per day (bpd) of 
crude via supertankers. There are 
plans for the port to add a second 
berth that also would handle super-
tankers. At 26 metres, the new dock 
is reported to be the deepest in the 
Middle East.

The Fujairah port has estab-
lished itself as a regional refined oil 
products hub, handling 56 million 
tonnes of products in 2015. To meet 
growing demand, the port is plan-
ning to expand its storage capacity 
for refined products from about 10 
million cubic metres to 14 million 
cubic metres by the end of the dec-
ade.

The Fujairah port is the second 
largest — behind Singapore — bun-
kering port in the world. That ena-
bles companies to store and supply 
the various fuels that tankers re-
quire in refuelling operations. The 
Fujairah port built up its storage 
capacity from eight tanks in 1994 
to around 340 tanks today. In ad-
dition, large international energy 
firms such as Royal Dutch Shell and 
Chinese state oil firm Sinopec built 
crude storage tanks at Fujairah two 

years ago for their own use or leas-
ing.

The strategic significance of the 
Fujairah port is that it is the only 
one of the UAE’s oil export facili-
ties fully outside of the Strait of 
Hormuz, the shipping chokepoint 
at the entrance of the Arabian Gulf. 
It is estimated that one-third of the 
world’s tanker-borne crude trav-
erses through the Strait of Hormuz, 
which neighbouring Iran has peri-
odically threatened to close off.

The Fujairah port, on the Gulf of 
Oman, provides tankers direct ac-
cess to Asian and African markets 
by way of the Indian Ocean, which 
represents a savings in transpor-
tation costs because of shortened 
travel time to those key markets in 
addition to protecting the tankers 
from a potential quagmire in the 
Strait of Hormuz.

Emphasising the importance of 
the Fujairah port to the UAE’s crude 
export plans, Abu Dhabi’s state-
owned Abu Dhabi National Oil Com-
pany (ADNOC) completed the $3.3 
billion, 400km Abu Dhabi Crude Oil 
Pipeline (ADCOP) in 2012, enabling 
Abu Dhabi to free a large portion of 
its oil exports from having to trav-
erse the Strait of Hormuz.

The impetus for ADNOC to com-
plete pipeline was rising political 
tensions between Iran and its Gulf 
neighbours over Tehran’s nuclear 
programme and its perceived grow-
ing hegemonic interests vis-à-vis 
Yemen and Syria. The UAE was ea-
ger to capitalise on its export loca-
tion outside the strait should Iran 
one day make good on its perennial 
threat.

ADCOP has a carrying capacity 
of 1.5 million bpd — approximately 
half of the UAE’s total oil produc-
tion — with the ability to rapidly 
boost that capacity by an additional 
300,000 bpd. The pipeline connects 
from Abu Dhabi’s onshore oil facili-
ties in the western desert at Hab-
shan to Fujairah, where it accesses 
ADNOC’s own sizeable crude tanker 
farm and export terminal comprised 
of three single-point moorings.

The expectation is that ADNOC 
will eventually link ADCOP to Fu-
jairah’s nearby crude storage tanks, 
which would give the state oil firm 
flexibility in loading or unload-
ing vessels via its own single-point 
moorings or from the port’s VLCC 
berth.

Without oil reserves and produc-
tion of their own, Fujairah and its 
neighbouring emirates in the north 
have been dependent on the lar-
gesse of Abu Dhabi, which accounts 
for 94% of the UAE’s proven oil re-
serves and the majority of its crude 
production.

Abu Dhabi and Dubai are clearly 
the power brokers within the UAE, 
with the political and economic 
clout to call the shots for the fed-
eration but given Fujairah’s rising 
prominence as a regional crude and 
products trading hub, in addition to 
its already top ranking as a bunker-
ing hub, the tiny emirate may one 
day be in a strong enough position 
to push for a more prominent seat at 
the UAE table.

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

A tanker at the oil terminal of Fujairah during the inauguration ceremony of a dock for supertankers, 
last September.            (Reuters)

Over the past 
decade, Fujairah port 
has tripled its berths 
to nine and boosted 
its shipping traffic of 
refined products 
more than eight-fold.
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S 

till concerned over insur-
ance issues, would-be Eu-
ropean buyers of Iranian 
crude remain cautious ten 
months after the easing on 

international sanctions following 
Tehran’s July 2015 nuclear agree-
ment with world powers.

Undaunted, Iran has expanded 
exports to Asian countries, which 
continued to purchase Iranian 
crude — albeit at reduced levels — 
despite stringent US and European 
Union financial and energy restric-
tions introduced in 2012.

There is disagreement over the 
extent of Iran’s oil production. 
Most analysts put it somewhat less 
than the 4 million barrels per day 
(bpd) claimed by Iranian Oil Min-
ister Bijan Namdar Zanganeh. That 
figure is near the pre-2012 peak 
and, for Iran, this is a step towards 
output of 5.7 million bpd in 2021.

Even in the short run, it seems 
likely the ceiling of 33 million 
bpd agreed by the Organisation of 
the Petroleum Exporting Coun-
tries (OPEC) in September will be 
crossed.

According to the International 
Energy Agency, OPEC pumped a 
record 33.64 million bpd of oil in 
September. That was despite cuts 
by some producers, including Sau-
di Arabia, which reduced output by 
20,000 bpd to 10.58 million bpd. 
Iran, Libya and Nigeria were ex-
empted from cutbacks.

Where is Iran’s oil going? Europe 

is taking less than 500,000 bpd 
but India’s imports in August were 
576,000 bpd, three times the level 
of August 2015. China’s were up 
48% to 749,000 bpd. South Korea’s 
imports doubled and Japan’s rose 
45% over the same period.

Overall, Asia is taking 62% of 
Iran’s crude exports, according to 
Mohsen Ghamsari, director for in-
ternational affairs at the National 
Iranian Oil Company (NIOC), who 
put oil and condensate exports 
at 2.5 million bpd during the cur-
rent Iranian year (which began in 
March).

To some extent this reflects 
Iran’s commitment to countries 
that maintained trade with it dur-
ing sanctions — a point often made 
by Iranian officials — and so sug-
gests a pattern that will persist.

There are also wider trends at 
work: Iran’s realignment to the 
East reflects economic growth in 
Asia and China’s growing global 
role.

The picture is further compli-
cated by Russia. The $13 billion 
deal by Rosneft, Russia’s largest oil 
producer, to buy Essar Oil’s Vadi-
nar refinery, India’s second largest, 
along with 2,700 Essar petrol sta-
tions, beat interest from both Iran 
and Saudi Arabia in securing a stra-

tegic stake in a market of 1.3 billion 
people.

Some analysts portray Rosneft’s 
move as, in part, a means to secure 
greater influence over the Asian 
market in response to Saudi Ara-
bia’s attempts to expand European 
sales at Russia’s expense.

However, the global economy 
is far from a zero-sum game. Iran 
has signed a third memorandum 
of understanding in energy with a 
Russian firm, Tatneft, after earlier 
agreements with Zarubezhneft and 
Lukoil, this time for developmen-
tal studies in the Dehloran oil field, 
120km west of Dezful in the south-
west province of Khuzestan.

Two of China’s largest state-
owned companies, China National 
Petroleum Corporation and China 
Petroleum and Chemical Corpo-
ration (Sinopec), are also — says 
NIOC — in the latter stages of dis-
cussions over developing two ma-
jor oil fields in western Iran.

Meanwhile, a consortium led by 
India’s state-run Oil and Natural 
Gas Corporation (ONGC) has signed 
a preliminary agreement for a $10 
billion project to co-develop Iran’s 
Farzad-B offshore gas field, after 
earlier discussions were halted in 
2012 by sanctions.

Iran’s crying need is for invest-
ment. Amir Hossein Zamaninia, 
a deputy Iranian Oil minister, has 
spoken of attracting $185 billion by 
2020. Crucial to Tehran’s approach 
is the integrated petroleum con-
tract (IPC), designed to lure foreign 
contractors by extending contract 
length and removing the previous 
cap on profits.

The IPC — although passed by 

all relevant bodies, including the 
Resistance Economy Headquarters 
established in 2015 by Supreme 
Leader Ayatollah Ali Khamenei — is 
viewed with suspicion as a means 
to foreign “interference”.

Hence the award of the first IPC 
to Setad, a business conglomer-
ate operating outside normal rules 
as a quasi-religious foundation 
supervised by Khamenei, may be 
designed to demonstrate the new 
scheme’s acceptability to vested 
interests.

Deadlines for the award of new 
IPC deals with foreign companies 
have been postponed several times. 
The latest, according to Zanganeh, 
is November 19th for companies to 
submit credentials as potential bid-
ders before the first agreements are 
signed by March 2017.

While Iran focuses on Asia as a 
market for oil, its long-term energy 
strategy depends on Europe, both 
as a market for gas and because it 
needs partners to develop its oil 
and gas reserves.

Iran needs not just outside in-
vestment but access to the ad-
vanced technology held by the 
Western majors, which is par-
ticularly important in converting 
natural gas into liquid natural gas 
(LNG), the most practical and flex-
ible form for export.

And with reserves of 34 trillion 
cubic metres, 18.2% of the world 
total and the largest of any country, 
it is gas that will, over time, be even 
more important for Iran than oil.

Gareth Smyth was chief 
correspondent for the Financial 
Times in Iran from 2003-07.

Tehran hikes oil sales to East but needs West 
Gareth Smyth

According to the 
International Energy 
Agency, OPEC 
pumped a record 
33.64 million bpd of 
oil in September.


