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GCC Fixed Income Weekly Review  

Global bond markets ended the week flat as rally in risky assets in fixed income was offset by the sell-
off in developed market government bonds. US Treasury yields rose as economic data showed signs 
of stabilisation with stronger than anticipated jobs data. In Europe, government bond yields jumped on 
re-opening optimism. Advanced economy credit gained, backed by the improving risk appetite and 
central bank stimulus support.   

Emerging market bonds also gained with the risk-on sentiment pushing investors to fetch yields. EM 
LatAm index again outperformed the most for another week. Within GCC, all country registered 
positive weekly returns with Oman and Bahrain leading the pack.  

CDS spreads also tightened across majority on emerging markets with improving risk appetite.  Within 
GCC, CDS spreads tightened significantly, supported by optimism on easing lockdown restrictions 
and sustained gain in oil prices. Dubai recorded the largest tightening in CDS spreads. In the USD 
sovereign bond market, Oman bond yields dropped the most by more than 100bp, benefitting from 
investors’ search for yield and jump in oil prices. OPEC + decision on extension of production cuts for 
another month, is likely to further stabilise the oil market. PMI releases in Saudi Arabia and the UAE 
showed that non-oil private sector activity contracted in May, but at a slower rate compared to April 
and May, mainly due to ease in lockdown restrictions. Meanwhile, more stimulus support was 
announced with the Emirate of Sharjah unveiling AED4bn stimulus package to support businesses. 
Sharjah also sold USD1bn of new dollar sukuk while Abu Dhabi indicated plans of additional issuance 
after having raised USD10bn so far in 2020. Issuance activity in the corporate bond market is showing 
signs of revival with DIB planning to bring back its sukuk issuance, which was previously postponed 
due to market volatility.  

 

 

 

 

GCC Fixed Income Weekly Snapshot 
 

Bond Index Snapshot (Emerging market and GCC)   Interest rates ( Sunday to Thursday) 

BBG Barclays* Latest -1w % YTD %  3M interbank Latest -1w (bp) YTD (bp) 

EM USD Agg TR  1,193.4 1.6  -1.3  Saudi 1.06 -3.00 -117.14 

EM LatAm TR 982.3 2.7  -5.6  UAE 0.95 22.13 -115.62 

EM EMEA TR  370.9 1.8  -0.6  Kuwait 1.69 0.00 -106.25 

EM Asia TR  641.5 0.6  1.2   Bahrain 2.22 -1.66 -45.00 

Bahrain TR  161.6 2.8  -4.1  Oman 2.64 1.53 -18.87 

Oman TR 109.7 6.2  -8.1  Qatar 1.21 -6.88 -105.96 

Kuwait TR  140.3 0.5  0.8   US 0.32 -3.24 -155.46 

Qatar TR  139.6 0.6  2.8   12M interbank Latest -1w (bp) YTD (bp) 

Saudi Arabia TR  140.3 0.2  2.3   Saudi 1.16 -2.72 -115.57 

UAE TR 135.6 0.3  0.3   UAE 1.15 -6.75 -117.57 

5Y Sov. CDS Latest (bp) -1w (bp) YTD (bp)  Kuwait 2.19 0.00 -100.00 

Saudi Arabia 122.9 -19.3 64.5   Bahrain 2.48 -7.50 -35.00 

Abu Dhabi 84.5 -14.3 46.8   Oman 3.33 0.73 -5.67 

Dubai 204.9 -28.7 108.1   Qatar 1.39 -2.99 -123.85 

Kuwait 81.1 -10.1 41.6   10Y yield Latest -1w (bp) YTD (bp) 

Bahrain 415.22 -10.4 229.0   Saudi Arabia 2.74 -1.60 -43.00 

Oman 605.2 -20.4 357.1   Abu Dhabi 2.08 -1.60 -47.40 

Qatar 77.9 -4.7 40.6   Dubai 3.28 -5.60 2.60 

Egypt 541.6 -25.9 250.0   Kuwait 1.88 0.50 -50.90 

Turkey 441.8 -28.6 157.9   Bahrain 5.95 -42.60 133.70 

US 23.3 -1.3 7.8   Oman 7.47 -107.70 191.90 

Germany 18.0 -2.5 -   Qatar 2.31 -2.20 -29.20 

 
Note: *Dewa rating used as proxy 

Country 
Saudi 
Arabia 

Abu 
Dhabi 

Dubai* Kuwait Bahrain Oman Qatar Egypt 

Moody's A1 Aau2 Baa1 Aa2 Ba2 Ba2 Aa3 B3 

S&P A- AA - AA- B+ BB- AA- B 

Fitch A AA - AA BB- BB AA- B+ 
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OPEC+ in agreement to extend deep oil production cuts 
OPEC+ have agreed that they will be extending their record production cut for another month to balance the global oil 
market. The group agreed to cut production by 9.7mn bpd in May but were planning to reduce the cuts from July 1. 
However they updated the agreement for July with the cut to be 9.6mn bpd if the countries remain committed to the 
agreement. A review of the cuts will be conducted on a monthly basis with the next meeting planned for June 18 
 
UAE non-oil private sector contracted for the fifth consecutive month 
The UAE non-oil private sector contracted for the fifth month in a row, albeit at slower rate in April and March, on account of 
ease in lockdown measures. The UAE PMI came in at 46.7 in May, slightly higher than 44.1 in April, but still remained in 
the contraction territory. The output sub-index also contracted in May at 45.7, though again at a slower rate compared to 
39.9 in April while the new orders saw some marginal improvement but remained below 50. 
  
Saudi non-oil private sector contracts for the third consecutive month 
Saudi Arabia’s non-oil private sector contracted for the third month during May due to measures implemented to slow the 
spread of the virus. These measures caused dip in demand last month, however the rate of contraction in May was lower 
than the previous two months. The IHS Markit Saudi Arabia PMI increased from 44.4 in April to 48.1 in May. The output 
index also shrank in May, coming below 50 at 47.5, however the decline in output was less compared to April print of 37.5. 
 
Abu Dhabi is planning to issue more debt sales to support finances 
Abu Dhabi is planning to raise more debt to support its finances due to the impact of lower oil prices. The capital has raised 
USD10bn in bonds this year. Abu Dhabi’s revenues are mostly made up from oil, taxes and dividends from the national oil 
company.  The city has the highest credit rating in the GCC and generates strong demand for bond issuances.  
 
Sharjah unveiled USD1.1bln stimulus to fight the economic fallout 
Sharjah announced AED4bn financial stimulus package to relieve the adverse economic fallout of Covid-19. The Sharjah 
Liquidity Support Mechanism (SLSM) aims to provide liquidity to the emirate's banking system via SLSM Sukuk, which will 
be issued as a 12-month AED-denominated paper in several tranches, marks the first rated short-term local currency 
tradeable instrument in the UAE. Bank of Sharjah subscribed the first tranche of the SLSM with AED2bn participation. 
Subsequent tranches with one or more banks are expected to expand the SLSM to AED4bn. This service will allow banks 
to use the Sukuk as security to access liquidity facilities at the UAE Central Bank by following the required guidelines. 
  
Sharjah sold USD1bn of 7yr dollar sukuk  
The emirate of Sharjah sold USD1bn in 7yr sukuk. The final spread was set at 245bp over midswaps, 30bp tighter from the 
initial level at which the notes were marketed. Sharjah raised 1yr Sukuk of AED2bn in May to support its economy during 
the coronavirus pandemic. 

 
S&P: GCC Currency pegs to stay in place despite oil price slump 
S&P rating agency stated that the GCC countries will be maintaining their pegged currencies despite the fall in oil prices. 
Kuwait, UAE, Qatar and Saudi Arabia have strong levels of reserves allowing them to absorb the impacts of the economic 
shocks while Bahrain and Oman have a lower level of reserves. But the rating agency believes that Oman and Bahrain 
could have the financial support of their GCC neighbors if their reserves come under stress. 
 
Dubai Islamic Bank plans to issue previously frozen Sukuk issuance 
DIB is planning to issue a dollar denominated Sukuk which was previously postponed due to market volatility earlier this 
year. The issuance is expected to be around USD750mn and is likely to be issued within the next week.  
 
FAB intends to its redeem USD750mn perpetual bond 
First Abu Dhabi Bank intends to redeem its USD750mn Additional Tier 1 (AT1) bonds. FAB decided to call the bonds with 
consideration of all factors, including all interests of investors.  
 
Kuwait to cut at least 20% from government entities' budget for fiscal year 2020-2021. 
Kuwait will cut at least 20% from government entities' budget for fiscal year 2020-2021.The cabinet ordered the ministry of 
finance to coordinate with all the governmental entities to review public services and the value of government subsidies. 
 
Saudi’s Central Bank provides financial support of USD13.32bn to support bank liquidities 
Saudi’s Central Bank announced that it provided USD13.32bn to the banking sector to support liquidity in the sector. 
According to SAMA, the banking sector is showing high performance indicators and increasing its ability to face economic 
shocks. The total assets in the banking sector grew 14% yoy this quarter.   
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Appendix 

 
Source: Bloomberg, ADCB  

Bloomberg Barclays Bond Indices OAS spread (EM vs GCC) 

 
Source: Bloomberg Barclays Sovereign Bond Indices, ADCB  

0

5

10

15

20

25

UAE Bahrain Kuwait Oman Qatar Saudi Arabia

U
S

D
b
n

Saudi Arabia to borrow USD14bn more in 2020

2016 2017 2018 2019 2020 2020

2

3

4

5

6

7

8

9

0.75

1.25

1.75

2.25

2.75

3.25

3.75

4.25

O
A

s 
sp

re
ad

 (
b

p
)

O
A

S 
sp

re
ad

 (
b

p
)

Kuwait Qatar Saudi Arabia UAE EM (RHS) Bahrain (RHS)



 

 

GCC Fixed Income Weekly  
June 7 2020 

 

investmentstrategy@adcb.com 4 

 

Emerging markets versus Middle East spread  

 
Source: Credit Suisse Corporate Bond Indices, ADCB  

GCC corporate OAS spread versus Brent Crude 

 
Source: Bloomberg, ADCB  
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10yr yield versus Credit ratings (EM vs GCC)  
 

 
Source: Bloomberg, ADCB, *Dewa rating used as a substitute for Dubai, Fitch ratings are used for all countries 

GCC Financials Credit Rating 

 

Note: The ratings refer to Fitch ratings, *S&P rating used as substitute where the corporate/bank not rated by Fitch rating 

Source: Bloomberg, ADCB 
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GCC Corporate Credit rating  

 

Note: The ratings refer to S&P ratings, ** Fitch ratings used as substitute where the corporate/bank not rated by S&P ratings, ^ refers 

to Moody’s ratings   Source: Bloomberg, ADCB 
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Sources 

All information in this report has been obtained from the following sources except where indicated otherwise: 

1. Bloomberg 

2. Wall Street Journal 

3. RTT News 

4. Reuters 

5. Gulfbase 

6. Zawya 

 

Disclaimer 

ADCB Asset Management Limited (“AAML”), is a member of ADCB Group, licensed by Financial Services Regulatory Authority in Abu 

Dhabi Global Markets under financial services permission number 170036. 

This publication is intended for general information purposes only. It should not be construed as an offer, recommendation or solicitation 

to purchase or dispose of any securities or to enter in any transaction or adopt any hedging, trading or investment strategy. Neither this 

publication nor anything contained herein shall form the basis of any contract or commitment whatsoever. Distribution of this publication 

does not oblige ADCB Group to enter into any transaction.  

The content of this publication should not be considered as legal, regulatory, credit, tax or accounting advice. Anyone proposing to rely 

on or use the information contained in the publication should independently verify and check the accuracy, completeness, reliability and 

suitability of the information and should obtain independent and specific advice from appropriate professionals or experts regarding 

information contained in this publication. Investment products are not available to US persons. 

Information and opinions contained herein is are based on various sources, including but not limited to public information, annual reports 

and statistical data that AAML considers accurate and reliable. However, AAML makes no representation or warranty as to the accuracy 

or completeness of any statement made in or in connection with this publication and accepts no responsibility whatsoever for any loss 

or damage caused by any act or omission taken as a result of the information contained in this publication. This publication is intended 

for customers who are either retail or professional investors. 

Charts, graphs and related data or information provided in this publication are intended to serve for illustrative purposes only. The 

information contained in this publication is prepared as of a particular date and time and will not reflect subsequent changes in the 

market or changes in any other factors relevant to their determination. All statements as to future matters are not guaranteed to be 

accurate. AAML expressly disclaims any obligation to update or revise any forward looking statement to reflect new information, events 

or circumstances after the date of this publication or to reflect the occurrence of unanticipated events.  

ADCB Group does and may at any time solicit or provide commercial banking, investment banking, credit, advisory or other services to 

the companies covered in its publications.  As a result, recipients of this publication should be aware that any or all of foregoing services 

may at time give rise to a conflict of interest that could affect the objectivity of this publication. Opinions expressed herein may differ 

from opinions expressed by other businesses or affiliates of ADCB Group.  

Past performance does not guarantee future results. Investment products are not bank deposits and are not guaranteed by ADCB 

Group. They are subject to investment risk, including possible of loss of principal amount invested. This publication may not be 

reproduced or circulated without ADCB Group written authority. The manner of circulation and distribution may be restricted by law or 

regulation in certain jurisdictions. Persons who come into possession of this document are required to inform themselves of, and to 

observe such restrictions. Any unauthorized use, duplication, or disclosure of this document is prohibited by law and may result in 

prosecution. 


