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Foreign exchange reserves up 7% to $12,700bn at
end-2020

Figures released by the International Monetary Fund indicate that
global foreign exchange reserves reached $12,701bn at the end of
2020, constituting an increase of 3.7% from $12,246bn at end-
September 2020, and a rise of $874.3bn or 7.4% from $11,827bn
at end-2019. Allocated reserves, or data reported under the IMF's
Currency Composition of Official Foreign Exchange Reserves
(COFER), reached $11,871bn at the end of 2020 and accounted
for 93.5% of global reserves; while unallocated reserves, or the
figures that do not fall under COFER, stood at $830bn at the end
0f2020 and accounted for the remaining 6.5% of the total. Foreign
currency reserves in U.S. dollars reached $7,006bn at end-2020
and accounted for 59% of total allocated reserves, constituting
their lowest share since 1995. Reserves in euros followed with
$2,522bn (21.2%), then reserves in Japanese yen with $715.8bn
(6%), in British pounds with $557.2bn (4.7%), in the Chinese ren-
minbi with $267.5bn (2.3%), in Canadian dollars with $245.8bn
(2.1%), in Australian dollars with $216.1bn (1.8%), and in Swiss
francs with $20.7bn (0.2%), while reserves in other currencies
amounted to $320.1bn or 2.7% of the total. Further, foreign ex-
change reserves in the Swiss franc increased by 25.2% in 2020,
followed by reserves in the Chinese renminbi (+24.7%), in Cana-
dian dollars (+19.3%), in Australian dollars (+15%), in euros
(+10.6%), in the Japanese yen (+9.8%), in British pounds
(+8.5%), and in U.S. dollars (+4.2%), while reserves in other cur-
rencies expanded by 14% in 2020.

Source: International Monetary Fund

Global merchandise trade to grow by 8% in 2021
The World Trade Organization (WTO) projected the volume of
global merchandise trade to expand by 8% in 2021, compared to
a contraction of 5.3% in 2020, and anticipated merchandise trade
growth to slow down to 4% in 2022. It noted that the contraction
in trade activity in 2020 was smaller than the 9.2% decline pro-
jected in October 2020 due to the strong surge in global trade in
the middle of last year. It noted that the outbreak of the COVID-
19 pandemic continues to be the biggest threat to trade outlook,
as new waves of coronavirus can rapidly weaken the recovery in
trade activity. It estimated the volume of merchandise exports in
the Middle East to increase by 12.4% in 2021, followed by Asia
(+8.4%), Europe (+8.3%), Africa (+8.1%), North America
(+7.7%), the Commonwealth of Independent States (CIS)
(+4.4%), and South & Central America (+3.2%). In parallel, it ex-
pected the volume of merchandise imports to increase by 11.4%
in North America in 2021, followed by Europe (+8.4%), South &
Central America (+8.1%), the Middle East (+7.2%), Asia and the
CIS (+5.7% each), and Africa (+5.5%). Further, it noted that the
positive short-term outlook on trade is limited by regional dispar-
ities and ongoing weaknesses in trade in services, as well as lag-
ging vaccination timetables, specifically in low-income countries.
Source: World Trade Organization

EMERGING MARKETS

Frontier markets' debt at $3 trillion or 109% of
GDP at end-2020

The Institute of International Finance indicated that the total debt
of 42 frontier markets, which includes the debt of governments,
corporates and households, reached $3 trillion (tn) at the end of
2020, constituting an increase of $122bn or 4.3% from $2.87tn at
the end of 2019. It noted that the aggregate frontier market debt
was equivalent to 109.4% of GDP at end-2020 relative to 99.3%
of GDP at end-2019. It said that the government debt of frontier
markets reached $1.65tn at the end of 2020, or 55% of total debt,
followed by the debt of the non-financial corporate sector with
$752bn (25.1%), household debt with $413bn (13.8%), and finan-
cial institutions with $186bn (6.2%). In parallel, it noted that the
government debt of frontier markets was equivalent to 60.2% of
GDP at end-2020 compared to 52.4% of GDP at end-2019. It
added that the debt of the non-financial corporate sector was
equivalent to 26% of GDP at end-2020 relative to 25.5% of GDP
a year earlier, while the financial sector's debt stood at 7% of GDP
at the end of 2020 compared to 6.3% of GDP at end-2019. In ad-
dition, it said that household debt grew from the equivalent of 15%
of GDP at the end of 2019 to 16.4% of GDP at the end of 2020.
The IIF indicated that debt in the Middle East was equivalent to
177.4% of the region's GDP at end-2020, followed by debt in
Latin America (122% of GDP), Europe (107% of GDP), Asia
(102% of GDP), and Africa (92% of GDP). It noted that about
$190bn in frontier market bonds and loans, of which 35% are in
foreign currency, will mature throughout 2021.

Source: Institute of International Finance

GCC

Fixed income issuance up 23% to $39bn in first
quarter of 2021

Total fixed income issuance in Gulf Cooperation Council (GCC)
countries reached $39.3bn in the first quarter of 2021, constituting
an increase of 23.2% from $31.9bn in the same period of 2020.
Fixed income issuance in the covered period consisted of $17.2bn
in corporate bonds, or 43.8% of the total, followed by $14.3bn in
sovereign bonds (36.4%), $4.1bn in corporate sukuk (10.4%), and
$3.7bn in sovereign sukuk (9.4%). Further, aggregate bonds and
sukuk issued by corporates amounted to $21.3bn in the covered
period, or 54.2% of total fixed income proceeds in the region;
while aggregate issuance by sovereigns reached $18bn, or 45.8%
of the total. GCC sovereigns issued $7.7bn in bonds and sukuk in
January, $6bn in February, and $4.3bn in March 2021. In parallel,
companies in the GCC issued $6.3bn in bonds and sukuk in Jan-
uary, $9.6bn in February, and $5.4bn in March of this year. Sov-
ereign issuance in March consisted of $1.3bn in bonds issued by
the UAE, $1.2bn in bonds and $1.3bn in sukuk issued by Saudi
Arabia, and $530.4m in bonds issued by Bahrain. In parallel, cor-
porate issuance in the covered month included $2.1bn in bonds
and $35m in sukuk issued by UAE-based companies, $1.3bn in
sukuk issued by Saudi Arabia-based corporates, $1bn in bonds is-
sued by Qatar-based firms, and $500m in bonds issued by Oman-
based companies.

Source: KAMCO



POLITICAL RISK OVERVIEW - MARCH 2021

ARMENIA

Protesters stormed the government's building in Yerevan and de-
manded that Prime Minister Nikol Pashinyan steps down. Fol-
lowing PM Pashinyan's request to dismiss the Chief of General
Staff Onik Gasparyan for an alleged military coup attempt, Yere-
van's administrative court declared that General Gasparyan has
the right to stay in his current position. In response, PM
Pashinyan considered the ruling to be unlawful and proposed a
new candidate for the position. He announced early parliamentary
elections on June 20, subject to parliamentary confirmation, and
said that he will resign in April and that he will stay in office until
the snap elections. The Constitutional Court ended the investiga-
tion into former president Robert Kocharyan that PM Pashinyan's

overnment launched in 2018.

Egypt and Sudan signed a military cooperation agreement, while
President Abdel Fattah el-Sisi visited Sudan for the first time
since the overthrow of former Sudanese president Omar al-Bashir
in 2019 to discuss issues related to the Grand Ethiopian Renais-
sance Dam. Further, Egypt and Turkey resumed diplomatic con-
tacts for the first time since 2013, but Egypt noted that Turkey
must align with its principles and goals in order for relations be-
tween the two countries to return to normal. Islamic State (IS)
militants continued their attacks in North Sinai, while security
forces and Bedouin militants killed a senior IS commander in the
Sinai Peninsula.

ETHIOPIA

Fighting continued between federal government troops and
armed forces in the northern Tigray state. The United Nations
High Commissioner for Human Rights said that several parties
committed "grave" violations that could amount to "war crimes
and crimes against humanity" since November 2020, while the
U.S. denounced "acts of ethnic cleansing" in the Tigray region.
Prime Minister Abiy Ahmed acknowledged for the first time that
Eritrea deployed troops in the Tigray state since the start of the
conflict, and Eritrea agreed to withdraw its forces. Also, the
Ethiopian army reportedly clashed with Sudanese forces in the
disputed Al-Fashqa border zone. In parallel, Ethiopia, Egypt and
Sudan continued to disagree about the Grand Ethiopian Renais-
sance Dam on the Nile River.

IRAN

Supreme Leader Ali Khamenei reaffirmed that Iran would not re-
turn to its nuclear commitments until after the U.S. lifts its sanc-
tions, while Iran continued to expand its nuclear activity. The
International Atomic Energy Agency indicated that Tehran’s
stockpile of enriched uranium stands at 14 times the limit under
the Joint Comprehensive Plan of Action. The U.S. administration
imposed its first Iran-specific sanctions, as it designated two in-
dividuals that it identified as Islamic Revolutionary Guard Corps
interrogators for their abuse of human rights during the 2019-
2020 protests. Iran blamed Israel for an explosion that damaged
an Iranian cargo ship in the Mediterranean Sea.

IRAQ
Pope Francis visited Iraq and met senior Shia leader Grand Aya-
tollah Ali al-Sistani to discuss religious coexistence and the pro-
tection of Christians in Iraq, and met Kurdish leaders in Erbil.
Protests resumed in al-Muthanna governorate and in Najaf to de-
mand the resignation of governors. Protests continued in
Nasiriyah city with roadblocks and the shutdown of the Dhi Qar
oil refinery. Supporters of the Kurdistan Worker's Party (PKK)
clashed with the Iraqi army in Sinjar during protests against the
removal of PKK forces from their areas. Coalition forces con-
ducted airstrikes in the Qarachogh mountains and destroyed
dozens of Islamic State hideouts. Unknown assailants fired rock-
ets at Ain al-Asad airbase in the western Anbar province that
hosts the U.S.-led coalition and Iraqi military forces.
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LIBYA

Prime Minister-designate Abdul Hamid Dabaiba submitted a pro-
posed list of his Cabinet members to the speaker of the House of
Representatives (HoR) Aghela Saleh. Following a two-day par-
liamentary debate in the city of Sirte, the HoR approved the Gov-
ernment of National Unity (GNU). PM Serraj of the Tripoli-based
Government of National Accord and the east-based PM Abdullah
al-Thani of the Cabinet of the HoR officially handed over power
to the GNU. The UN Security Council urged all parties to fully
implement the October ceasfire agreement, and called for the
withdrawal of all foreign forces and mercenaries from Libya.
Unidentified gunmen killed Mahmoud al-Werfalli, a commander
of an elite unit of the Arab Libyan Armed Forces in Benghazi.

SUDAN

The government and the rebel group Sudan People's Liberation
Movement-North (SPLM-N), led by Abdel Aziz al-Hilu, signed
the Declaration of Principles in South Sudan, which commits the
government to the unification of armed forces and provides a
stepping stone for the SPLM-N to be integrated in the govern-
ment. In parallel, the chairman of the Sovereign Council, Abdel
Fattah al-Burhan, accused Ethiopia of deploying additional forces
near the Barkhat settlement, the last area under Ethiopia's control
in the disputed Al-Fashqa border zone, and asked for negotiations
to resolve the land dispute tied to Ethiopia's recognition of
Sudan's sovereignty over that area. Also, Sudan demanded the
withdrawal of all Ethiopian troops from "Sudanese territory".

SYRIA

Thousands of citizens took to streets in Idlib city and hundreds
reportedly gathered in Daraa city, in protests against the regime
on the tenth anniversary of the 2011 uprising. The UAE called
for reinstating Syria in the League of Arab States. France, Ger-
many, Italy, the United Kingdom and the U.S. issued a joint state-
ment renewing their commitment to continue to press for
"accountability for the most serious crimes in Syria", adding that
they "will not tolerate Syria's non-compliance with the Chemical
Weapons Convention". In parallel, Russian artillery hit a hospital
in the rebel-held Atareb city west of Aleppo, while Russia con-
tinued to launch airstrikes against suspected Islamic State (IS)
targets in the central desert. IS militants killed nine Iran-backed
militiamen in the Deir Ez-Zor province, while Israel reportedly
launched missiles on Iran-linked targets in southern Damascus.

TURKEY

The Turkish government escalated its efforts to criminalize the
pro-Kurdish opposition Peoples' Democratic Party (HDP), as the
chief prosecutor filed an indictment seeking the ban of the HDP
and called it an undemocratic party that colludes with the "ter-
rorist" Kurdistan Worker's Party (YPG). Military operations con-
tinued against the HDP in southeastern Turkey, as well as in
northern Iraq. Missiles fired from YPG-controlled Rifat city in
the Aleppo province of Syria, landed in the Turkish Kilis
province. In response, Turkey announced retaliatory attacks on
surrounding villages in Syria.

YEMEN

Fighting intensified between government-aligned forces and
Huthi rebels in the Hodeida, Hajja, Marib and Taiz governorates;
while Huthis continued drone and missile attacks on targets in
Saudi Arabia. In parallel, Riyadh announced "an initiative to end
the Yemeni crisis" by proposing to the Huthis a nationwide cease-
fire in exchange for the reopening of the Sanaa airport to civilian
air traffic, as well as by allowing additional fuel and commodities
to enter the Hodeida port, among other outreach efforts. U.S. Sec-
retary of State Antony Blinken urged Prime Minister Maeen Ab-
dulmalik Saeed to step up efforts towards a ceasefire and a peace
agreement. Riyadh allowed fuel shipments to enter the Huthi-
held Hodeida port for the first time in nearly two months.
Source: International Crisis Group, Newswires
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WORLD

Global economy to expand by 6% in 2021, growth
to pick up across regions

The International Monetary Fund projected the global economy
to expand by 6% in 2021 compared to a previous forecast of 5.5%
for this year, following a contraction of 3.3% in 2020. It expected
the strength of the economic recovery to vary significantly across
and within countries around the world, depending on the pace of
rolling out the COVID-19 vaccines, the scale of policy support,
and on structural characteristics such as the degree of reliance on
tourism activity. It projected real GDP in advanced economies to
grow by 5.1% in 2021 relative to its January projection of a 4.3%
expansion, while it expected economic activity in emerging mar-
kets and developing economies to expand by 6.7% this year com-
pared to a previous forecast of a growth rate of 6.3%. It
anticipated the size of the U.S. economy in real dollar terms to
surpass its pre-COVID size this year, while it said that many other
advanced economies will return to their pre-COVID levels by
2022. In addition, it noted that the size of the Chinese economy
in real terms has already returned to its pre-COVID level in 2020,
while it expected many other emerging economies to do so
throughout 2023. It anticipated that vaccines will not be available
for most of the population in emerging markets in 2021, which
could require new lockdown measures in 2021 and 2022.

The IMF projected real GDP in Emerging & Developing Asia to
expand by 8.6% in 2021, mainly due to growth rates of 12.5%
and of 8.4% in India and China, respectively. It expected eco-
nomic activity in Latin America & the Caribbean to expand by
4.6% this year, and forecast the real GDP of Emerging & Devel-
oping Europe to grow by 4.4% in 2021. Further, it anticipated
economic activity in Sub-Saharan Africa to increase by 3.4% this
year, while it anticipated real GDP growth in the Middle East &
Central Asia region at 3.7%.

The Fund considered that global prospects remain uncertain and
noted that the outlook depends on the "outcome of the battle be-
tween the virus and the vaccines", as well as on the effectiveness
of policies in containing the lasting damage from the pandemic.
Source: International Monetary Fund

MENA

Economic activity to recover in 2021, pandemic re-
lated losses projected at $227bn

The World Bank projected real GDP in the Middle East & North
Africa (MENA) region to grow by 2.2% in 2021 following a con-
traction of 3.8% in 2020, in case of a faster recovery in global oil
prices and an equitable rollout of COVID-19 vaccines. It forecast
real GDP in the Gulf Cooperation Council (GCC) countries to
grow by 2.2% this year and for developing oil exporters to expand
by 2.4% in 2021. It also anticipated growth in the region's oil-
importing economies at 2.2% in 2021. Further, it expected the ac-
cumulated output losses in the MENA region from the pandemic
at $227bn by the end of 2021, as it projected the region's GDP in
2021 to be 7.2% lower than what the GDP for the year would
have been in the absence of the COVID-19 outbreak. It also fore-
cast the region's average real GDP per capita to rise by 0.6% in
2021 after shrinking by 5.3% in 2020, which means that real in-
comes this year would be 4.7% lower than they were in 2019.
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In parallel, the World Bank considered that the MENA region en-
tered the COVID-19 crisis with chronic low economic growth
levels, macroeconomic imbalances and weak governance, and
that the pandemic has significantly weighed on public finances.
It estimated the region's average fiscal deficit to have widened
from 4.2% of GDP in 2019 to 9.4% of GDP in 2020, while it an-
ticipated spending pressures to persist in the near term, which
would result in a deficit of 6.6% of GDP this year. It expected the
MENA region's public debt level to increase from 46% of GDP
at the end of 2019 to about 54% of GDP at end-2021, while it
projected the public debt level among MENA oil importers to av-
erage around 93% of GDP at end-2021. It pointed out that several
MENA countries could end up with a large debt servicing bill that
absorbs an elevated share of public revenues, which would con-
strain expenditures on economic development. It added that the
persistence of high public debt levels could put at risk the
economies' creditworthiness and their ability to refinance or roll
over maturing debt in the future.

Source: World Bank

ANGOLA

Economic activity to rebound to 2% in 2021-22
Barclays Capital projected Angola's real GDP to grow by 1.5%
in 2021 and 2.5% in 2022, following an estimated contraction of
3.8% in 2020, due to the increase in global oil prices and its ex-
pectations that the Banco Nacional de Angola (BNA) will not
raise its policy rates this year. It expected the fiscal balance to
shift from a deficit of 1.6% of GDP in 2020 to a surplus of 1% of
GDP in 2021 in case oil prices average about $52 per barrel (p/b)
this year. It considered that the authorities' decision to suspend
hiring in the public sector, except in the healthcare and education
sectors, will benefit fiscal consolidation in the medium term. It
added that the planned introduction of the value-added tax and
the authorities' efforts to improve compliance with tax laws
should support non-oil revenues. It noted that the re-profiling of
the government's debt will also help contain debt-servicing out-
lays. It anticipated the public debt level to decline from 132% of
GDP at the end of 2020 to 113.4% of GDP at end-2021 and
98.8% of GDP at end-2022 with sustained fiscal consolidation.
It also forecast Angola's debt level to reach 76% of GDP by end-
2025, in case real GDP growth averages around 3% annually
starting in 2023 and if the depreciation of the Angolan Kwanza
is limited to about 6% to 8% per year after 2022.

In parallel, it projected the current account balance to shift from
a deficit of 0.2% of GDP in 2020 to a surplus of 1.5% of GDP in
2021, assuming Angola's oil export prices are at $55 to $60 p/b
in 2021. It expected the surplus to shrink to 1.3% of GDP in 2022
due to the resumption of significant oil-related dividend outflows
and to the recovery in imports. It forecast the gross external debt
level to regress from 105.2% of GDP at the end of 2020 to 98.2%
of GDP at end-2021 and to 91.6% of GDP at end-2022. Further,
it anticipated gross international reserves to increase from $8.7bn
at end-2020 to $9bn at the end of 2021 and to reach $10bn at end-
2022. In addition, it expected the exchange rate of the Angolan
Kwanza against the US dollar to depreciate by 10% in 2021 and
8% in 2022, due in part to the authorities' efforts to eliminate the
foreign exchange backlog accumulated in 2020.

Source: Barclays Capital
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SAUDI ARABIA

Public Investment Fund to take active role in eco-
nomic diversification

Bank of America indicated that the Saudi authorities' launch of
the Public Investment Fund’s program for the 2021-2025 period,
as well as its new governance structure, show that the PIF is be-
coming a large sovereign vehicle for international investments
and for achieving domestic economic diversification. It noted that
the program identifies 13 strategic sectors for investments that
include aerospace and defense, automotive, transport and logis-
tics, food and agriculture, entertainment and sports, financial
services, utilities and renewables, healthcare, telecommunica-
tions, and technology. It considered that the PIF's planned domes-
tic investments could support the government's fiscal
consolidation by reducing on-budget capital expenditures. It ex-
pected the PIF's assets under management to increase from
$360bn at the end of 2020 to $500bn by 2025, but it said that au-
thorities are aiming to raise assets to $1.07 trillion by 2025. It es-
timated that domestic assets account for 73% to 80% of the PIF's
aggregate assets as at end-2020. It noted that authorities plan to
boost the PIF’s capital in coming years through retained profits,
up-streamed dividends, proceeds from privatizations, capital in-
jections and asset transfers from the government and the Saudi
Central Bank, further listings of Saudi Aramco, and the revalua-
tion of domestic land on which mega-projects are being built.
Still, it said that key risks to the PIF’s investments are that the
planned mega projects could turn out to be financially unsustain-
able over the medium-term and would generate contingent lia-
bilities, that inflows fall short of the investment needs, or that
dividend disbursements from Saudi Aramco get delayed.
Source: Bank of America

MOROCCO

Sovereign ratings downgraded on weakening fiscal
metrics

S&P Global Ratings downgraded Morocco's long- and short-term
local and foreign currency ratings from 'BBB-/A-3' to 'BB+/B',
with a 'stable' outlook. It attributed the downgrade to Morocco's
deteriorating budgetary position and to its wider-than-previously
projected budget deficits in the 2021-24 period. It forecast the
budget consolidation process to be slower than previously ex-
pected, and for the fiscal deficit to narrow gradually from 7.7%
of GDP in 2020 to 4.6% of GDP in 2024. It noted that the public
debt level increased from 56.4% of GDP at the end of 2019 to
68.4% of GDP at end-2020 and forecast the latter to reach 73%
of GDP by end-2024. Still, it considered that the exposure of the
sovereign to interest rate, refinancing, and foreign exchange risks
is limited. But it noted that the existing stock of state guarantees
dominates Morocco's contingent liabilities, which could put ad-
ditional pressure on the government's balance sheet. It estimated
the total stock of guarantees at about 19% of GDP in 2021, of
which 11% of GDP is related to the state-guaranteed external debt
of very large state-owned enterprises. S&P indicated that it could
upgrade the ratings if fiscal consolidation is markedly faster than
expected, in case the ongoing transition towards a more flexible
exchange rate boosts the economy's external competitiveness, or
if the economic diversification strategy yields higher GDP
growth rates.

Source: S&P Global Ratings
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ARMENIA

Sovereign ratings affirmed, outlook 'stable’

Fitch Ratings affirmed the long-term local- and foreign-currency
Issuer Default Ratings (IDRs) of Armenia at 'B+' and the short-
term local- and foreign-currency IDRs at 'B', with a 'stable' out-
look on the ratings. It noted that the ratings balance the high
government and external debt levels, relatively weak external fi-
nances, and geopolitical tensions, with high per capita income, a
robust macroeconomic and fiscal policy framework, and a cred-
ible commitment to reforms that is underpinned by the Interna-
tional Monetary Fund's Stand-By Arrangement. It said that the
COVID-19 pandemic and the conflict in the Nagorno Karabakh
province reversed the downward trend of the public debt, as the
debt level increased by 13.8 percentage points of GDP to 67.3%
of GDP at end-2020. It projected the public debt level to reach
67.6% of GDP at end-2021, and to regress gradually to 63.5% of
GDP by end-2025. Further, it forecast the fiscal deficit to narrow
from 5.1% of GDP in 2020 to 4% of GDP in 2021 and 2.8% of
GDP in 2022 due to several fiscal-supportive measures. It ex-
pected the net external debt to rise from 55% of GDP at end-2020
to 62.2% of GDP by end-2022. In parallel, Fitch considered that
a sustained improvement in external indicators, better prospects
of returning the debt trajectory to a downward path, and enhanc-
ing governance and the business environment could lead to a pos-
itive rating action. In contrast, it noted that worsening external
imbalances, a sustained rise in the public debt, or renewed mili-
tary escalation with Azerbaijan could lead to a rating downgrade.
Source: Fitch Ratings

JORDAN

Pandemic causes socioeconomic challenges
The International Monetary Fund estimated Jordan's real GDP to
have contracted by 2% in 2020 and noted that the unemployment
rate reached a record high of 24.7% in the fourth quarter of 2020,
as the virus outbreak and the related containment measures ad-
versely affected businesses and households. It indicated that the
COVID-19 pandemic continues to pose significant challenges for
the country. It projected real GDP to grow by 2% in 2021, due to
the slower-than-anticipated rollout of vaccines globally and the
resulting delays in the recovery of tourism activity, as well as to
stronger external demand for the country's goods and services,
and ongoing domestic policy support. It noted that authorities in-
creased social spending, particularly on job retention in affected
sectors, as well as expanded the credit support scheme for small
and medium enterprises, in order to mitigate the human and eco-
nomic impact of the pandemic. It considered that fiscal policy
has helped so far preserve macroeconomic stability and cushion
the impact of the crisis on the economy. It noted that authorities
introduced major legislative reforms in recent months to address
tax evasion, close tax loopholes, and broaden the tax base. It
added that authorities intend to enhance the efficiency of public
spending, to fully implement the new public-private partnership
law, and to closely monitor contingent liabilities. Further, it
pointed out that Jordan needs significant donor assistance in order
to emerge from the pandemic. In parallel, the IMF noted that its
expected aggregate funding for the country, including under the

Rapid Financing Instrument, will reach nearly $2bn between

2020 and 2024.

Source: International Monetary Fund
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BANKING

GCC

Banks' net profits down 32% to $25bn in 2020
KAMCO indicated that listed banks in Gulf Cooperation Council
(GCC) countries posted aggregate net profits of $25bn in 2020,
constituting a decline 0f 32.2% from $36.9bn in 2019, and repre-
senting their lowest level since 2013. It added that the decrease
in the GCC banks' net earnings last year is the steepest drop since
2002 and is more significant than the 22.3% contraction recorded
in 2008. It attributed the decline in profits mainly to the surge in
the banks' loan-loss provisions that reached a record high of
$20.3bn in 2020 due to the impact of the COVID-19 pandemic
on economic activity. The net earnings of listed GCC banks to-
taled $5.3bn in the fourth quarter of 2020, decreasing from $7.5bn
in the preceding quarter, due to higher provisions that have offset
the increase in revenues. The banks' total revenues grew by 4%
in the fourth quarter of the year from the preceding quarter, driven
by higher net interest and non-interest income. Further, it indi-
cated that the aggregate assets of GCC banks stood at $2.6 trillion
(tn) at the end of 2020, and increased by 8% from the end of 2019,
due mainly to the strong growth in the assets of Islamic banks in
the region. Further, it said that aggregate net loans expanded by
6.7% from end-2019 to $1.5tn at the end of 2020, while customer
deposits increased by 7.3% last year to $1.9tn. As such, it pointed
out that the aggregate loans-to-deposits ratio of GCC banks re-
gressed from 80.6% at the end of 2019 to 80.1% at the end of
2020 due to the faster growth of customer deposits than of net
loans, but the ratio improved from 79.3% at end-September 2020.
Source: KAMCO

KUWAIT

Low risks to banking system funding

S&P Global Ratings maintained Kuwait's banking sector in
'Group 4' under its Banking Industry Country Risk Assessment
(BICRA), with an economic risk score of '5' and an industry risk
score of '4'. The BICRA framework evaluates global banking sys-
tems based on economic and industry risks facing the banking
sector, with 'Group 10' including the riskiest sectors. Other coun-
tries in BICRA's 'Group 4' are Malaysia, New Zealand, Saudi
Arabia, and Taiwan. S&P indicated that the economic risk score
of the Kuwaiti banking sector reflects "intermediate risks" in eco-
nomic imbalances and in credit risks in the economy, as well as
"high risks" in economic resilience. It noted that risks to the bank-
ing system are broadly stable due to the banks' low credit risks,
large prudential buffers and high capitalization, which counter-
balance the sovereign's higher economic risks. It projected lend-
ing to grow by 4% in 2021, consistent with historical trends, as it
did not expect Kuwait's economic activity to significantly im-
prove this year. It added that the high concentration of loans in
the real estate segment is a key credit risk for banks. Also, it fore-
cast the banks' non-performing loans ratio to increase from 2.6%
in June 2020 to 3.8% throughout 2021. In parallel, S&P pointed
out that the industry score reflects the country's "low risks" in its
system-wide funding, "intermediate risks" in its competitive dy-
namics, and "high risks" in its institutional framework. It indi-
cated that the banking sector has a good institutional framework
and favorable funding conditions, but it added that the quality of
the banks' reporting lags international standards. It noted that the
trend for the economic and industry risks is 'stable'.

Source: S&P Global Ratings
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NIGERIA

Banks face weaker asset quality in 2021

Moody's Investors Service indicated that the 'negative' outlook
on Nigeria's banking sector reflects its expectations that the banks'
asset quality will deteriorate in 2021, as authorities start to with-
draw loan repayment holidays and other coronavirus-related
measures. It also noted that the 'negative' outlook takes into ac-
count the government's weakening capacity to provide support in
case of need. The agency indicated that Nigerian banks restruc-
tured about 40% to 45% of their loan books in 2020, which lim-
ited the deterioration in their asset quality. It considered that some
restructured loans will require additional restructuring and will
remain vulnerable to fragile economic conditions. It projected the
banks' non-performing loans ratio to rise from 6% in 2019 to be-
tween 8% and 10% in the coming months, as authorities relax
coronavirus-related support measures. It added that Nigerian
banks have large concentrations of loans to single sectors and sin-
gle borrowers, with lending to the oil & gas and manufacturing
sectors accounting for 41% of total loans at end-September 2020.
It also anticipated that foreign-currency loans, which represent
40% to 45% of loans at rated banks, will weigh on asset quality
in case of a further devaluation of the Nigerian naira. However,
Moody's pointed out that the banks' robust capital buffers are suf-
ficient to absorb unexpected loan losses. It expected banks to limit
dividend payouts in order to offset the increase in their risk-
weighted assets. It also anticipated the banks' funding in naira and
their liquidity levels to remain robust, and for their foreign-cur-
rency shortages to ease as capital inflows improve.

Source: Moody's Investors Service

ARMENIA

Bank ratings underpinned by government support
In its periodic review of the ratings of seven Armenian banks,
Moody's Investors Service indicated that the 'Ba3' long-term local
currency deposit ratings of Ameriabank and Ardshinbank reflect
the banks' baseline credit assessments (BCAs) of 'bl', as well as
the high probability of government support in case of need. It also
noted that Ameriabank's BCA is supported by the bank's healthy
liquidity and diversified funding base, while that of Ardshinbank
is supported by its good loss absorption capacity and profitability.
Further, the agency said that the 'B1' long-term local currency de-
posit rating of Inecobank and Converse Bank are based on the
banks' BCAs of 'b1' and 'b2', respectively, as well as on the mod-
erate likelihood of government support, if needed. It added that
Inecobank's BCA is supported by the bank's good loan book di-
versification, adequate loss-absorption capacity, strong capital-
ization compared to its peers, healthy profits and a strong liquidity
position. It noted that Converse Bank's BCA reflects its good loss-
absorption capacity relative to peers, as well as its adequate liq-
uidity position and funding profile. In addition, it said that VTB
Bank Armenia's 'B1' rating is based on its BCA of 'b3', as well as
the high likelihood of support from its parent company Bank VTB
in case of need. In parallel, Moody's noted that Armeconombank's
'B1' rating is based on its BCA of 'b1', which indicates good asset
quality metrics and recently improved pre-provision profitability.
Further, the agency pointed out that ID Bank's 'B2' rating reflects
its BCA of 'b2', which is supported by elevated but decreasing
legacy problem loans, in addition to adequate provisioning.

Source: Moody's Investors Service
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ENERGY / COMMODITIES

Early return of Iranian oil to market to weigh on
prices

ICE Brent crude oil front-month prices have been volatile since
the beginning of March 2021. They reached $69.6 per barrel (p/b)
on March 11, their highest level since May 2019, before declining
to $60.8 p/b, their lowest level in the past two months, and closed
at $63.2 p/b on April 7. Improving global demand prospects amid
the rollout of the COVID-19 vaccine worldwide, as well as supply
discipline from the recurrent OPEC and non-OPEC output cuts,
were the main factors to support oil prices in the past two months.
However, new lockdown measures in several European countries
and the slowdown in vaccination programs amid distribution is-
sues continue to weigh on the prospects for oil demand and on
prices. In addition, the recent OPEC decision to gradually ease
production cuts starting in May exerted downside pressure on oil
prices. In parallel, Goldman Sachs anticipated a more significant
rebound in oil demand this summer that will require an additional
output of two million barrels per day from the OPEC and non-
OPEC alliance between July and October. It considered that sup-
ply concerns have shifted from the ramp-up in OPEC’s output to
the potential return of Iran to the Joint Comprehensive Plan of
Action, amid international talks on the nuclear deal in Vienna.
Still, it did not expect a full recovery in Iranian oil exports before
the summer of 2022, as it expected an agreement on the nuclear
deal to be finalized towards early 2022. However, it noted that a
normalization in Iranian oil exports before the end of 2021 would
reduce its oil price forecast by $5 p/b to $70 p/b by end-2021.
Source: Goldman Sachs, Refinitiv, Byblos Research

Iraq's oil exports receipts at $5.8bn in March 2021
Preliminary figures show that Iraq's crude oil exports totaled 91.3
million barrels in March 2021, and increased by 10.2% from 83
million barrels in February 2021. They averaged 2.95 million bar-
rels per day (b/d) in March compared to 2.96 million b/d in Feb-
ruary 2021. Oil exports from the central and southern fields
reached 88.2 million barrels in March, while shipments from the
Kirkuk fields totaled 3.1 million barrels. Oil receipts stood at
$5.8bn in March, up by 15.4% from $5bn in February 2021.
Source: Iraq Ministry of Oil, Byblos Research

Qatar Petroleum to supply two million tons per
year of LNG to China's Sinopec

The state-owned company Qatar Petroleum signed a Sale and
Purchase Agreement with the China Petroleum & Chemical Cor-
poration (Sinopec) to supply two million tons of liquefied natural
gas (LNG) per year for a period of 10 years. The agreement stip-
ulates that LNG deliveries from Qatar will start in January 2022,
and will be delivered to Sinopec's LNG terminals in China.
Source: Qatar Petroleum

Iraq invests $1.15bn in Majnoon oilfield

Iraq's government approved investments of about $1.15bn in 2021
in order to develop the Majnoon oilfield in the south of the coun-
try. It aims to expand the field's output from 130,000 barrels per
day (b/d) currently to 450,000 b/d in three years. The most recent
figures from the Organization of Petroleum Exporting Countries
(OPEC) show that Iraq's oil production averaged 4 million b/d in
February 2021, which represented 15.7% of OPEC's total oil out-
put in the covered month.

Source: OPEC, Refinitiv
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Base Metals: Zinc prices to average $2,600 per ton
in 2021

The LME cash prices of zinc averaged $2,749 per ton in the first
quarter of 2021, constituting an increase of 29.3% from an aver-
age of $2,126 a ton in the same period of 2020. Prices averaged
$2,706 per ton in January, $2,745 a ton in February and $2,792
per ton in March 2021. They reached $2,884 per ton on February
22, their highest level since April 2019, driven mainly by in-
creased buying of the metal, improved demand prospects, the roll-
out of the coronavirus vaccine, and lower inventories. Zinc prices
closed at $2,812 per ton on April 7, 2021. The resurgence in the
number of coronavirus infections in Europe, a stronger US dollar,
and concerns about a slowdown in China's economic growth and
demand for metals, as well as worries about policy tightening in
the country, have weighed on zinc prices. In parallel, S&P Global
Ratings revised upwards its projections for zinc prices from an
average of $2,400 per ton in 2021 to an average of $2,600 a ton
for the year to reflect the recovery in global economic activity as
the coronavirus pandemic recedes. Further, the latest figures re-
leased by the International Lead and Zinc Study Group (ILZSG)
show that demand for refined zinc reached 1.18 million tons in
January 2021 and increased by 7.7% from the same month of
2020, while the supply of refined zinc totaled 1.19 million tons
in the first month of the year and grew by 2.6% year-on-year.
Source: S&P Global Ratings, ILZSG, Refinitiv

Precious Metals: Gold prices at $1,650 by end-
March 2022

Gold prices averaged $1,796.5 per troy ounce in the first quarter
of 2021, constituting an increase of 13.5% from an average of
$1,582.2 an ounce in the same period last year. The rise in the
metal's price is mainly due to accelerating inflation rates and de-
clining real interest rates globally, which has resulted in higher
investment demand for gold and reinforced the appeal of the
metal as a hedge against potential inflationary pressure. Also, the
metal's price reached $1,681.8 per ounce on March 8, 2021, its
lowest level since June 5, 2020, but recovered to $1,704.7 an
ounce on March 31, 2021. In parallel, Julius Bar considered that
demand for gold from safe-haven seekers is fading amid the ex-
pected global economic recovery, despite the rapidly rising num-
bers of coronavirus cases in parts of the world. It also anticipated
that a stronger US dollar and higher U.S. bond yields will lead to
weaker investment demand for gold and will cause additional
downward pressure on prices this year. As such, it projected gold
prices at $1,700 per ounce in the coming three months and at
$1,650 an ounce by the end of March 2022, and anticipated the
metal's price to stabilize at this level in the medium to long terms.
Source: Julius Bdr, Refinitiv, Byblos Research

Price Performance of Precious Metals
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Asia
Armenia - Ba3 B+ - B-
- Stable Stable - Stable -4.9 65.5 - - 11.3 - -6.7 1.6
China A+ Al A+ = A
Stable Stable Stable - Stable -3.0 72.6 12.1 40.6 2.5 68.7 1.7 0.4
India BBB- Baa3 BBB- - BBB
Stable  Negative Negative - Negative -10.0 89.6 9.5 41.7 31.6 79.5 -0.6 1.5
Kazakhstan BBB-  Baa3 BBB - BBB-
Stable  Positive Stable - Negative -1.7 32.0 5.1 30.8 7.3 95.6 -3.2 3.0
Pakistan B- B3 B- - CCC
Stable Stable Stable - Stable -8.0 89.4 1.9 41.5 45.9 127.7 -1.6 0.6
Central & Eastern Europe
Bulgaria BBB  Baal BBB - BBB
Stable Stable Stable = Stable -5.0 30.4 2.7 28.3 1.9 104.2 0.4 1.0
Romania BBB- Baa3 BBB- - BBB-
Negative Negative Negative - Negative -7.2 52.4 3.5 25.5 4.5 102.9 -5.1 2.0
Russia BBB-  Baa3 BBB - BBB-
Stable Stable Stable - Stable 2.2 23.4 11.4 18.6 2.9 59.3 1.9 -0.8
Turkey B+ B2 BB- B+ B-
Stable  Negative Stable Stable  Stable -4.0 38.5 -0.9 74.0 9.9 205.7 -4.2 1.0
Ukraine B B3 B - B-
Stable Stable Stable = Stable -5.3 67.3 4.5 56.5 7.9 115.7 2.1 2.5

* Current account payments

** CreditWatch with negative implications

***Review for Downgrade

Source: S&P Global Ratings, Fitch Ratings, Moody's Investors Service, CI Ratings, [HS Markit, Byblos Research - The above figures are
projections for 2020
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SELECTED POLICY RATES

Benchmark rate Current Last meeting Next meeting
(%) Date Action

USA Fed Funds Target Rate 0.00-0.25 17-Mar-21 No change 28-Apr-21
Eurozone Refi Rate 0.00 11-Mar-21 No change 22-Apr-21
UK Bank Rate 0.10 18-Mar-21 No change 06-May-21
Japan O/N Call Rate -0.10 19-Mar-21 No change 27-Apr-21
Australia Cash Rate 0.10 06-Apr-21 No change 04-May-21
New Zealand Cash Rate 0.25 24-Feb-21 No change 14-Apr-21
Switzerland SNB Policy Rate -0.75 25-Mar-21 No change 17-Jun-21
Canada Overnight rate 0.25 10-Mar-21 No change 21-Apr-21
Emerging Markets

China One-year Loan Prime Rate 3.85 22-Mar-21 No change 20-Apr-21
Hong Kong Base Rate 0.86 15-Mar-20 Cut 64bps N/A
Taiwan Discount Rate 1.125 18-Mar-21 No change N/A
South Korea Base Rate 0.50 25-Feb-21 No change 15-Apr-21
Malaysia O/N Policy Rate 1.75 04-Mar-21 No change 06-May-21
Thailand 1D Repo 0.50 24-Mar-21 No change 05-May-21
India Reverse repo Rate 4.00 07-Apr-21 No change N/A
UAE Repo Rate 1.50 16-Mar-20 No change N/A
Saudi Arabia Repo Rate 1.00 16-Mar-20 Cut 75bps N/A
Egypt Overnight Deposit 8.25 18-Mar-21 No change 29-Apr-21
Jordan CBJ Main Rate 2.50 16-Mar-20 Cut 100bps N/A
Turkey Repo Rate 19.00 18-Mar-21 Raised 200bps 15-Apr-21
South Africa Repo Rate 3.50 25-Mar-21 No change 20-May-21
Kenya Central Bank Rate 7.00 29-Mar-21 No change N/A
Nigeria Monetary Policy Rate 11.50 23-Mar-21 No change 25-May-21
Ghana Prime Rate 14.50 22-Mar-21 No change 24-May-21
Angola Base Rate 15.50 29-Mar-21 No change 27-May-21
Mexico Target Rate 4.00 25-Mar-21 Cut 25bps 13-May-21
Brazil Selic Rate 2.75 17-Mar-21 Raised 75bps 05-May-21
Armenia Refi Rate 5.50 16-Mar-21 No change 04-May-21
Romania Policy Rate 1.25 15-Mar-21 Cut 25bps 12-May-21
Bulgaria Base Interest 0.00 01-Apr-21 No change 03-May-21
Kazakhstan Repo Rate 9.00 09-Mar-21 No change 26-Apr-21
Ukraine Discount Rate 6.50 04-Mar-21 Raised 50bps 15-Apr-21
Russia Refi Rate 4.25 19-Mar-21 No change 23-Apr-21
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