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A 

s rumours emerge over 
Riyadh’s process of 
choosing one or more 
foreign bourses for the 
listing of shares in the im-

pending initial public offering (IPO) 
of state oil giant Saudi Aramco, the 
role of the Saudi stock exchange — 
Tadawul — in the limited sale is in-
creasingly in the spotlight.

The Saudi exchange has been pre-
paring for its part in the IPO and its 
officials have suggested that Tad-
awul could be the sole bourse for the 
listing. At the same time, the king-
dom’s securities regulator has been 
tasked with examining the potential 
effects that a listing of as much as 5% 
of Saudi Aramco could have on the 
Saudi stock market.

The government of Saudi King 
Salman bin Abdulaziz Al Saud has 
repeatedly insisted that Tadawul 
would be an important component 
of the Saudi Aramco IPO, though the 
question remains just how big a role 
it will play.

Will it kick-start the process with 
shares listed on Tadawul at the end 
of 2018 and on one or more foreign 
bourses in 2019? Will Tadawul play a 
limited part in conjunction with one 
or more foreign exchanges in a coor-
dinated IPO effort?

There is speculation that the Saudi 
government could avoid foreign ex-
changes for a smaller Tadawul listing 
combined with private placement 
sales to key international investors.

Reports indicate that the Saudi 
Aramco IPO is being delayed largely 
over the Saudi regime’s quandary 
in choosing one or more foreign ex-
changes but Tadawul officials have 
been making the pitch for the Ri-
yadh exchange to be the only bourse 
for the listing.

Tadawul CEO Khalid al-Hussan 
in October said: “Our aspiration 
for Tadawul, as the main exchange 
in the region, is to be the exclusive 
venue for Aramco… We are doing 
what [it] takes to make sure Aramco 
is listed here only.”

When asked on February 8 wheth-
er the Saudi exchange was prepared 
to accommodate the IPO on its own, 
Tadawul Chairwoman Sarah al-Su-
haimi said: “We are ready and wait-
ing for any decision the company 
might make, whether that’s for a 
dual listing with another exchange 

or a local listing. We are prepared to 
do whatever is decided.”

Suhaimi was named Tadawul’s 
board chairwoman in February 2017 
and is also the chief executive of Na-
tional Commercial Bank subsidiary 
NCB Capital. She holds the distinc-
tion of being the first Saudi woman 
to lead a major government institu-
tion in the kingdom.

The primary concern about Tad-
awul is that the Saudi Aramco IPO 
could be too large a listing for the 
local stock market to absorb. Saudi 
Crown Prince Mohammed bin Sal-
man bin Abdulaziz, chief architect 
of Saudi Vision 2030, estimated that 
the IPO will value Saudi Aramco at 
a minimum of $2 trillion and could 
generate proceeds of as much as 
$100 billion.

Tadawul is significantly smaller 
than foreign bourses, with a market 
capitalisation of $470 billion and 
171 listed companies. The New York 
Stock Exchange has a market capital-
isation of more than $21 trillion and 
more than 2,000 listed companies.

By including one or more foreign 
bourses into the IPO equation, the 
Saudi government would enjoy a 
heightened global profile for Saudi 
Aramco and a larger pool of inves-
tors, while preventing the potential 
upheaval that a sole listing of up 
to 5% of Saudi Aramco on Tadawul 
would have on the local market.

It is not surprising that the fiscal 

committee of Saudi Arabia’s Shura 
Council in January called for the 
kingdom’s securities regulations 
agency, Capital Market Authority 
(CMA), to study the effects of listing 
shares of the Saudi oil conglomerate 
on Tadawul.

The committee called on CMA to 
ensure that the Saudi stock market’s 
liquidity would not become concen-
trated in Saudi Aramco amid wor-
ries that the exchange could become 
destabilised should other stocks be 
rapidly sold to raise funds for invest-
ing in Saudi Aramco.

A sole listing on Tadawul would 
free the Saudi government from 
complying with foreign regulations 
that would force Saudi Aramco to 
be more transparent in its opera-
tions and finances but listing on the 
Saudi exchange is not without risks. 
Tadawul is not immune to volatil-
ity in response to domestic news, as 
demonstrated in November when 
reports of the arrests of several 
princes and current and former cabi-
net members in a government cor-
ruption investigation prompted the 
exchange’s main index, the Tadawul 
All-Share Index (TASI), to fall 2.2%, 
although it rebounded into positive 
territory that same day.

Saudis with long memories may 
be skittish about making a large play 
in the Saudi Aramco IPO, recalling 
the infamous stock market collapse 
in the kingdom in 2006 that saw by 
year-end the TASI shed about 65% of 
its value and the exchange’s market 
capitalisation halved to about $327 
billion.

Jareer Elass reports from 
Washington on energy issues for 
The Arab Weekly.
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B 

ehind the latest rise in 
Egypt’s foreign reserves 
has been a successful se-
ries of economic reforms 
in the country that led to 

a marked decrease in imports and 
an increase in exports, economists 
said.

The reserves are expected to rise 
further as Egypt’s monetary au-
thorities move ahead with reforms 
and economic indicators improve.

“Measures taken by the govern-
ment in the past months to increase 
exports and decrease imports are 
paying off, which is reflecting on 
foreign currency reserves in gen-
eral,” said economist Amr Hassa-
nein. “There is an urgent need for 
maintaining the same measures to 
ensure that the reserves will keep 
rising, which will reflect on the 
economy as a whole.”

Foreign reserves at the cen-
tral bank totalled $38.2 billion at 
the end of January, the highest in 
Egypt’s history. In December 2017, 
the reserves were $37.2 billion, 
52.6% more than the reserves reg-
istered at the central bank a year 
earlier.

The rise in Egypt’s foreign re-
serves surprised economists, par-
ticularly because the country had 
to pay $30 billion in financial obli-
gations to foreign banks, creditors 
and foreign petroleum companies 
working in Egypt in 2017.

Egypt will pay an additional $12 
billion in financial obligations dur-
ing 2018.

Egypt raised exports and de-
creased imports by stimulating do-
mestic production, raising customs 
duties on imported goods and im-
posing anti-dumping measures on 
some imported commodities.

In 2017, Egypt’s trade deficit fell 
26%. It is expected to move down 
further in the months to come.

The drop in the deficit will mean 
that the $5 billion Egypt spends 
annually on importing goods will 
decrease. This will also mean that 
more foreign currency reserves 
will stay at the central bank, mak-
ing Egypt more financially secure, 
economists said.

Foreign currency reserves at 
the central bank are now enough 
to cover imports for almost eight 
months. “These improving eco-
nomic indicators will mean that 
Egypt will spend less and earn 
more,” said Hala Abou-Ali, an eco-
nomics professor at Cairo Univer-
sity. “Apart from the imports and 
the exports, the tourism and energy 
sectors are witnessing great devel-
opments, which bodes well for the 
future of the economy.”

Egypt’s tourism sector has started 
picking up after almost two years of 
poor performance. The slump was 
induced by a series of flight suspen-

sions to Egypt by major tourist mar-
kets, particularly Russia, the United 
Kingdom, Germany and Italy, after 
the bombing of a Russian passenger 
plane over Sinai in late 2015.

Last December, Russia said it 
would resume direct flights to 
Egypt, perhaps leading the revers-
ing of suspensions by other coun-
tries.

Revenues from tourism were $7.6 
billion in 2017, compared to $3.4 
billion the year before. With a new 
minister and new tourism market-
ing strategies in place, Egypt hopes 
that revenues from tourism in 2018 
will surpass those registered in pre-
vious years.

The start of production at Egypt’s 
offshore Zohr gas field is also ex-
pected to ease pressures on Egypt’s 
energy needs.

Egypt spends $2 billion every 
year to import liquefied natural 
gas. By the end of 2018, Egypt’s 
natural gas production should be 
enough to satisfy domestic needs 
and transform the country into an 
energy exporter by the end of 2019, 
Petroleum Ministry plans state.

“This means that we will not 
only save the $2 billion spent on gas 
imports every year but will expect 
billions of dollars in revenues from 
the exports,” Abou-Ali said.

Despite the positive indicators, 
Egypt’s budget planners remain in 
a tough position as they try to raise 
international reserves, economists 
said. One of the problems planners 
face is how to keep the lid on the 
national borrowing craze, which 
put significant pressure on the state 
budget over the past two years.

The rise in the reserves was made 
for the most part in 2017 by loans 
and returns from bonds sold by the 
Egyptian government in interna-
tional markets. Bonds sold by the 
government brought the national 
treasury $7 billion.

In the same year, Egypt received 
$1.65 billion in loans from the World 
Bank and the African Development 
Bank.

In December 2017, Egypt received 
$2 billion, the third tranche of a $12 
billion loan agreed with the Inter-
national Monetary Fund.

“Borrowing will put more pres-
sures on the state budget,” Hassa-
nein said. “This is why we need to 
limit it as much as possible or debt 
services will eat up any expected 
increase in the international re-
serves and national revenues.”

Hassan Abdel Zaher is an Egyptian 
reporter based in Cairo.
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In the spotlight. An engineer shows visitors a model of Saudi Aramco’s maritime yard in Ras al-Khair. 
                                                        (Reuters)

Counting stock. A man counts US banknotes at a money exchange 
office in Cairo.                                                                                        (Reuters)

Saudis weigh sole listing 
of Saudi Aramco shares 
on Riyadh stock exchange

Egypt’s foreign reserves 
on the rise as economic 
indicators show growth

Foreign reserves at 
the central bank 
totalled $38.2 billion 
at the end of 
January, the highest 
in Egypt’s history.

Heavily courted. A view of Saudi Aramco’s Manifa oilfield.    (Reuters)

A sole listing on 
Tadawul would free the 
Saudi government 
from complying with 
foreign regulations.
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