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Dubai giant behind 
palm islands posts 
record profits

Iraq complies with 
scale of OPEC cut

No end to 
Turkish central 
bank unorthodox 
lira defence

Dubai real estate giant Nakheel 
said it made a record profit of $1.35 
billion last year and further reduced 
its debt.

The government-owned company 
said net profits reached 4.96 billion 
dirhams in 2016, up 13% from the 
previous year, helped by strong per-
formances in retail, hospitality and 
residential leasing.

Nakheel Chairman Ali Rashid 
Lootah described 2016 as a “mo-
mentous year” with the group re-
cording its highest-ever net profit.

The group repaid $1.2 billion of 
debt that had been raised with Is-
lamic bonds, he said. Nakheel was 
part of the government-linked Dubai 
World group, which shook global 
markets in 2009 when it signalled 
it was facing difficulties paying off 
debts totalling nearly $25 billion.

As part of Nakheel’s restructur-
ing, Dubai injected $9.5 billion into 
the company in exchange for eq-
uity, separating the firm from Dubai 
World and making it fully govern-
ment-owned.

(Agence France-Presse)

Iraq significantly reduced oil out-
put in January, industry sources and 
export data indicated, but has yet to 
reach levels expected by the Organi-
sation of the Petroleum Exporting 
Countries (OPEC).

A Reuters survey found Iraq low-
ered output by 200,000 barrels per 
day (bpd) compared with December, 
nearly all the 210,000 bpd reduction 
it was supposed to make under the 
OPEC deal.

The drop in Iraqi production, 
however, was from 4.71 million bpd 
in December, rather than from the 
4.561 million bpd reference level 
for Iraq under the OPEC deal. This 
means Iraq, in pumping 4.51 million 
bpd in January, has complied with 
24% of its reduction, lower than 
other big OPEC producers.

Shipping data tracked by Reuters 
and supported by an industry source 
suggest that most of the reduction 
came from Iraq’s southern oilfields.

(Reuters)

Turkey’s central bank signalled it 
would stick with unorthodox steps 
to manage the fall in the lira, say-
ing moves to drive up funding costs 
were working and would continue 
until the inflation outlook improves.

The lira fell more than 7% in recent 
weeks after double-digit declines in 
both 2015 and 2016, making it one of 
the world’s worst-performing cur-
rencies, while the economy shrank 
in the third quarter for the first time 
in seven years.

The bank stopped one-week re-
purchases of government securities 
from commercial banks, closing the 
main channel for funding the mar-
ket and raised overnight and last-re-
sort borrowing rates, pushing fund-
ing costs for banks higher without 
changing the benchmark rate.

With the lira continuing to weak-
en, the bank raised its inflation fore-
cast for the end of 2017 to 8% from 
6.5% in its previous report. Its fore-
cast for inflation at the end of 2018 
stands at 6%.

(Reuters)
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lans to develop renew-
able energy sources in 
Saudi Arabia are gaining 
new life as part of Saudi 
Vision 2030, the massive 

economic revamping brainchild of 
Saudi Deputy Crown Prince Mo-
hammed bin Salman bin Abdulaziz.

Fledgling efforts during former 
King Abdullah bin Abdulaziz Al 
Saud’s era began six years before 
he was installed in office. With 
King Fahd’s incapacitating illness, 
Crown Prince Abdullah’s role to in-
troduce renewables, such as solar 
and wind power, were moving at a 
snail’s pace. They were effectively 
put on hold in the first two years 
of King Salman bin Abdulaziz Al 
Saud’s reign as the kingdom priori-
tised making fundamental chang-
es to how the Saudi government 
works and shifting its oil-centric 
economy towards a more diversi-
fied one with an enhanced private 
sector.

The kingdom is now ready to roll 
out robust plans to develop nascent 
solar and wind power capabilities 
that could have far-reaching effects 
outside its borders.

In mid-January, Saudi Oil Minis-
ter Khalid al-Falih announced that 
the government was weeks away 
from introducing a renewable en-
ergy programme that would in-
volve investment of $30 billion-$50 
billion by 2023. Falih said the first 
round of bidding for projects under 
the programme would begin within 
weeks. The first tender is report-
edly for 400 megawatts (MW) of 
wind capacity and 300MW of solar 
capacity, valued at $700 million.

Saudi Arabia’s domestic power 
demand is growing 8% each year 

and the kingdom burns as much 
crude oil products as it does natu-
ral gas to generate electricity. The 
Saudis are thus motivated to de-
velop renewables and other energy 
sources so as to not lose potential 
export revenue from crude that is 
currently used to meet domestic 
consumption.

Unwilling to assume the full fi-
nancial burden that these energy 
projects will require, the Saudi 
government wants to work with 
domestic and foreign firms that will 
take on much of the cost and risk.

When Saudi Vision 2030 was 
unveiled last April, it pointed to 
renewable energy as an essen-
tial component of the diversifica-
tion away from an oil-dependent 
economy. The 5-year National 
Transformation Programme (NTP) 
announced in June established a 
target of 3.45 gigawatts (GW) — 4% 
of total power consumption — from 
renewable energy by 2023, though 
Saudi Aramco recently stated that 
the 3.45GW goal was being acceler-
ated to 2020.

The kingdom generates less than 
1% of its total energy from renew-
able energy. In May 2012, the King 
Abdullah City for Atomic and Re-
newable Energy an nounced its plan 
to install 41GW of solar power by 
2032, which was con sidered far-
fetched given that the kingdom was 
essentially starting from scratch. In 
January 2015, it pushed back that 
timeframe from 2032 to 2040. It is 
unclear whether that 41GW target 
for 2040 is still in play in the latest 
plans that have been announced.

King Salman’s government says 
the effects of cultivating Saudi solar 
and wind power can extend beyond 
the kingdom’s borders and benefit 
not only the government’s coffers 
but meet the electricity needs of 
other regions. Speaking January 
20th at the World Economic Fo-
rum in Davos, Switzerland, Falih 
suggested that Saudi Arabia could 

become a “major exporter” of re-
newable energy, saying, “solar that 
is produced in Saudi Arabia can 
be exported all the way to Europe 
through a network”.

Speaking at an energy conference 
in Abu Dhabi a few days earlier, 
Falih pointed to Africa as a poten-
tial recipient of Saudi renewable 
energy, saying that the kingdom 
was developing ways to connect 
its renewable energy projects with 
Yemen, Egypt and Jordan. The 
Saudi government hopes not only 
to export power from its renew-
able energy sources but also supply 
other regions with solar panels and 
wind turbines.

The Saudi government, Falih 
said, is also planning to make “sig-
nificant investment in nuclear en-
ergy”. He said the government was 
in the early stages of feasibility and 
design studies for the construction 
of two commercial nuclear reac-
tors that together would produce 
2.8GW. Although Saudi Arabia has 
in recent years signed a number of 
nuclear energy cooperation accords 
with other governments, agree-

ments with France, South Korea 
and Russia go further by including 
feasibility studies for atomic power 
plants and fuel cycle work in the 
kingdom.

In 2011, King Abdullah City for 
Atomic and Renewable Energy an-
nounced its intention to build 16 
nuclear power reactors by 2032 to 
produce up to 17.6GW of power. 
It estimated that the cost of con-
structing that number of nuclear 
plants would be $80 billion and 
Saudi Arabia’s recent financial con-
straints have dampened momen-
tum on making that type of com-
mitment.

King Salman’s government has 
not indicated whether it is stick-
ing to the proposed schedule and 
nuclear power generation target. It 
is also unclear how much of a stake 
the Saudis would allow private do-
mestic firms or foreign state com-
panies in partial ownership of the 
nuclear power facilities.

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

Saudis take new interest in renewable energy
Jareer Elass

A 2012 file picture shows a Saudi man walking past solar panels at 
the King Abdulaziz City for Science and Technology, Al-Oyeynah 
Research Station.                                                                                     (Reuters)                                                   

Saudi Arabia’s 
domestic power 
demand is growing at 
8% annually.

Nascent solar and 
wind power 
capabilities could 
have far-reaching 
effects outside Saudi 
borders.

As Trump eyes Iraq’s oil, Abadi struggles to pay the bills
Harvey Morris
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n January, the United States 
backed Iraq’s issue of $1 billion 
of government bonds as Bagh-
dad struggles to pay the bills in 
a cash-strapped economy.

The US guarantee means the gov-
ernment will pay just 2.1% interest 
on the 5-year bonds, well below the 
price of its unguaranteed debt.

That is a useful discount to have 
for an administration that has been 
buffeted by political instability, a 
war against the Islamic State (ISIS) 
and, above all, depressed world oil 
prices.

Baghdad relies almost totally on 
income from oil exports and was 
badly hit by a more than 40% drop 
in crude prices from 2014, the same 
year that ISIS grabbed about one-
third of the country’s territory.

Since then, ISIS has retreated and 
the oil price has recovered from the 
depths of that depression. Oil pric-
es are hovering between $50-$60 a 
barrel, well down from the $100-
plus levels of mid-2014.

By the end of 2015, oil sales only 
covered half the Iraq budget and 
this year the deficit will be around 
$20 billion. It is not just about the 
oil price, however. Baghdad has 

been running deficits throughout 
the decade and more since the US-
led invasion, even when the crude 
price was high.

The high post-invasion oil price 
encouraged runaway hiring in the 
government sector in which a grow-
ing phalanx of under-employed 
bureaucrats has been draining the 
public purse. The budget went up 
fivefold in barely more than a dec-
ade.

The piles of pay going to phantom 
employees who did not actually ex-
ist was a factor prompting reforms 
announced by Iraqi Prime Minister 
Haidar al-Abadi in 2015.

The effect of the reform pro-
gramme will be a factor, along with 
boosted oil production and interna-
tional loans, in meeting the healthy 
growth rates international institu-
tions are cautiously predicting for 
the rest of the decade.

However, the Baghdad govern-
ment will still have to sustain many 
of the costs of combating ISIS, still 
to be completely ousted from Mo-
sul, funding post-war reconstruc-
tion and providing for 3.5 million 
people displaced in the conflict.

The United States, leading the 
international coalition supporting 
Iraqi forces against ISIS, is a key 
backer, as the loan guarantee in-
dicates, but since Donald Trump 
entered the White House, future 
strategy in Iraq is one of the many 
unknowns about the direction of 
Washington’s foreign policy.

Baghdad will want an assurance 
— at a minimum — that the United 
States will continue its military 
support. Abadi will be looking for 
political support for policies aimed 

at bringing Iraqis together at a time 
when sectarian strongmen of vari-
ous stripes snap at his heels.

Above all, the government will 
want to know what assistance will 
be forthcoming to help it put the 
country physically back together.

Trump’s “America First” slogan 
and his promise to prioritise in-
frastructure renewal at home may 
mean Iraq joining others at the back 
of the queue for aid. His first re-
marks on Iraq as president, echoing 
his rhetoric during the campaign, 
indicated his priorities might not be 
the same as Baghdad’s.

Speaking at CIA headquarters on 
the first full day of his presidency, 
Trump said: “If we kept the [Iraqi] 
oil, you probably wouldn’t have 
ISIS, because that’s where they 
made their money in the first place, 
so we should have kept the oil,” be-
fore adding ominously, “but, OK, 
maybe we’ll have another chance.”

It may have been a characteristic 
throwaway remark or it could have 
been a hint that Trump wants to 
get his hands on Iraq’s oil wealth, 
perhaps as compensation for the 
treasure the United States has laid 
out since 2003.

Either way, it did not generate 
confidence that the new admin-

istration will be investing its own 
dollars to rebuild the shattered re-
gions of Iraq.

It was not exactly well received in 
Iraq. “There’s no way Trump could 
take the oil unless he launched a 
new military front and start a new 
world war,” a member of the Popu-
lar Mobilisation Forces was quoted 
as telling BuzzFeed’s Borzou Dara-
gahi.

Maybe Trump’s words were just 
rhetorical bluster. Iraqi state televi-
sion subsequently quoted Abadi as 
saying he had received messages 
from the new US administration of-
fering to increase its level of assis-
tance to Iraq.

Abadi needs all the aid he can 
get. It is estimated that just to re-
build Ramadi, the Anbar province 
city from which ISIS was evicted in 
2016, will require an investment of 
$10 billion. Mosul, the urban front 
line between Iraqi and ISIS forces, 
is three times bigger.

Once ISIS is eradicated in Iraq, 
aid experts estimate it could take a 
decade to put liberated areas of the 
country back together.

That will inevitably require inter-
national assistance to Baghdad, re-
gardless of domestic growth levels 
and increased oil revenues. In that 
context, Trump’s decision in his 
statement at CIA headquarters to 
quote the expression “to the victor 
belong the spoils” maybe was not 
very helpful.

Harvey Morris has written several 
books on the Middle East, includ-
ing No Friends but the Mountains: 
The Tragic History of the Kurds pub-
lished in 1993.

Once ISIS is 
eradicated it is 
estimated that it 
could take a decade 
to put the liberated 
areas of Iraq back 
together.

Trump’s “America 
First” slogan may 
mean Iraq joining 
others at the back of 
the queue for aid.


