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GCC Fixed Income Weekly Review  

Global bond markets faced another volatile week, driven by oil prices dipping in the negative territory 
for the first time in history, resulting in an increased risk off sentiment. The 10yr UST yield plunged to 
the lowest level in a month mid-week, but ended the week 4bp lower at 0.64%. Continued uncertainty 
at the EU level on the kind of financial support to be provided through its “recovery fund” pushed the 
periphery bond spreads higher with Italian yield rising against German bunds. The 10yr German bund 
yield ended the week unchanged at -0.48%.  

Emerging market bonds came under selling pressure, reversing the previous week’s gains, as 
negative oil prices reduced the risk-taking appetite. Losses were mainly concentrated in EM LatAm 
countries while EM EMEA and EM Asia ended flat. Within GCC, increased risk off sentiment and 
slump in oil prices led to investors pulling out of the weak sovereigns of Oman and Bahrain while UAE 
and Qatar bond index recorded positive weekly return.   

CDS spreads widened in majority of emerging markets. Within GCC, CDS spreads widened the most 
in Oman and Bahrain while Dubai and Kuwait were the two exceptions where CDS spreads tightened. 
In the USD sovereign bond market, 10yr Oman bond yields rose the most by 55bp while Bahrain 
yields jumped by 21bp, both sovereigns worst impacted by the decline in oil prices given the 
requirement of higher breakeven oil prices. Saudi bond yields rose slightly amidst the plunge in oil 
prices. After issuing USD7bn worth of new dollar bonds this month, Saudi Arabia revealed plans of 
further boosting borrowing. From earlier indicated issuance of USD8-10bn, Saudi Arabia could borrow 
an aggregate of USD58bn as the kingdom relies on more borrowing while cutting spending and 

limiting the drawdown of reserves, in order to combat the decline in oil prices. We expect the 
kingdom to issue another USD14bn, on top of the USD12bn issued so far. Bahrain 

announced drastic spending cuts and redirect financing to preventing the spread of the virus. In rating 
actions, S&P ratings agency lowered the outlook for Sharjah and RAK to “negative”.  

 

 

 

 

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  1,111.7 -0.7 -8.1  Saudi 1.24 0.86 -99.43 

EM LatAm TR 876.8 -2.0 -15.7  UAE 1.69 11.62 -41.79 

EM EMEA TR  343.0 -0.3 -8.0  Kuwait 1.75 -18.75 -100.00 

EM Asia TR  620.3 -0.3 -2.2  Bahrain 1.97 -1.66 -70.00 

Bahrain TR  145.5 -1.1 -13.6  Oman 2.69 7.30 -14.40 

Oman TR 93.1 -3.7 -22.0  Qatar 1.24 -3.86 -102.75 

Kuwait TR  136.7 0.0  -1.8  US 0.99 -14.39 -88.09 

Qatar TR  133.0 0.4  -2.1  12M interbank Latest -1w (bp) YTD (bp) 

Saudi Arabia TR  132.4 -0.2 -3.5  Saudi 1.24 1.14 -107.00 

UAE TR 128.2 0.6  -5.1  UAE 1.86 22.27 -45.98 

5Y Sov. CDS Latest (bp) -1w (bp) YTD (bp)  Kuwait 2.25 -12.50 -93.75 

Saudi Arabia 177.2 6.4  118.8   Bahrain 2.30 3.33 -53.33 

Abu Dhabi 139.9 4.4  102.2   Oman 3.35 4.30 -4.20 

Dubai 306.7 -4.0 209.9   Qatar 1.38 -7.45 -124.92 

Kuwait 110.4 -3.1 70.9   10Y yield Latest -1w (bp) YTD (bp) 

Bahrain 499.52 28.7  313.3   Saudi Arabia 3.34 7.40 16.50 

Oman 748.8 44.2  500.7   Abu Dhabi 2.52 -18.90 -3.60 

Qatar 138.3 0.2  100.0   Dubai 4.26 -45.30 100.90 

Egypt 669.4 39.7  377.9   Kuwait 2.18 -10.40 -21.40 

Turkey 616.6 -26.6 332.7   Bahrain 7.63 21.10 302.20 

US 27.8 1.7  12.3   Oman 10.51 55.60 495.80 

Germany 28.0 0.2  -   Qatar 2.84 -11.40 24.10 

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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Saudi’s plans record debt plan in response to fiscal shocks 

Saudi Arabia is planning on its biggest debt program since its initial debut in the international bond market in 2016. The 
kingdom may borrow approximately SR220bn (USD58bn) in 2020 while also targeting the drawing down from reserves to 
SR120bn, which was originally planned in the budget. The government may issue an extra SR100bn in debt an addition to 
the SR120bn already announced. The kingdom announced last month that it planned to raise its debt ceiling from 30% of 
GDP to 50%of GDP to ease the impacts of the crisis. Saudi has tapped international markets twice this year, borrowing a 
total of USD12bn from international investors. The country recorded more than USD50bn in orders for an USD7bn 
issuance last week indicating a high demand for its debt. The IMF estimates that the kingdom requires Brent crude to be 
trading at a high USD76.1/bbl to balance its budget, much higher than the current USD22/bbl. The government is looking to 
cut additional spending and delay spending on projects that have been temporarily paused. 

 

Bahrain announces drastic spending cuts to mitigate the drop in oil prices and coronavirus impacts 
Bahrain has announced deep spending cuts to manage the impacts of low oil prices and the pandemic relief costs on its 
yearly budget. The kingdom plans to cut operating expenses for government departments and ministries by 30%. In 
addition, the cabinet has decided to postpone construction projects as well as other projects to redirect funding to 
preventing the spread of the virus. The country stated last that it was planning a BHD4.3bn package to support the private 
sector, claiming that the package will not impact the budget deficit. The IMF has projected the budget deficit for Bahrain to 
be at approximately 16% of GDP this year. 

Saudi Arabia Finance Minister expects negative non-oil private sector growth 
Saudi Arabia’s finance minister stated that he forecasts negative non-oil private sector growth for 2020. The decrease in oil 
exports will have an impact on the kingdom’s GDP due to the decrease in demand in oil during the current pandemic. 
 
S&P lowered the outlook for Sharjah and Ras Al Khaimah to negative 
S&P Global Ratings agency has lowered the outlook for both RAK and Sharjah to negative due to the combination of lower oil 
prices and the coronavirus outbreak. S&P affirmed the agency’s BBB/A-2 long-term rating for Sharjah and its A/A-1 long-term 
rating for RAK. It estimates that Sharjah’s economy will contract by 3% during 2020 while RAK’s economy would contract by 
2%. However S&P expects both economies to recover during 2021.  
 
S&P: GCC banks strong earning capacity helps absorb shocks from oil prices and pandemic outbreak 
S&P Global Ratings agency stated that the strong earning capacity of most rated GCC banks will support them during the 
combined crisis of lower oil prices and Covid-19 pandemic. The banks have strong profitability and a conservative method 
in computing loan-loss requirements. The agency approximated the GCC banks could absorb an USD36bn shock before 
they start to use their capital base, which is 3 times the estimated normalized losses expected by the agency. The study 
was completed using 23 rated banks with predominately GCC exposure. S&P attributed the group of banks profitability on 3 
factors: a significant portion of non-interest bearing deposits, thus explaining substantial margins, non-interest revenue from 
stable sources such are fees and commissions, and strong bank efficiencies. However S&P predicts that banks profitability 
will weaken this year due to Covid-19 and oil prices. It specified that banks will be focusing on preserving their asset quality 
indicators rather than drumming up new business. 
 

Saudi’s APICORP plans issuance of dollar bonds 
The Arab Petroleum Investments Corporation has hired banks to organize meetings with potential investors for gauging 
interests in the potential dollar bond issues. The company plans to issue bonds with 3yr or 5yr tenor and will possibly 
launch during Q2 2020 subject to market conditions 
 
Dubai’s Emirates REIT considers Sukuk buyback 
Emirates REIT is contemplating buying back some of its USD400mn outstanding Sukuk to improve its balance sheet. The 
Sukuk were trading below 60 cents to the dollar with a yield of 27.6% last week, against 6.1% at the end of last year. The 
Sukuk were issued December 2017 with a 5.125% coupon and mature at 2022. The trust considered delisting earlier this year 
due to low trading liquidity and highly discounted shares versus NAV of the fund. 

*Amount Issued in USDmillion, Bloomberg sector classification has been used, ^Issuer rating used where applicable, Fitch rating or 

equivalent used Source: Bloomberg, A  

Corporate Issuer BBG  Sector Country Amt 

Issued

* 

Cpn Maturity Maturity Type CCY Issue Date Rtg

^ 

Doha Finance Ltd DHBKQ

D 

Financial 

Institutions 

QA 500 1.5 20/04/2025 AT MATURITY USD 20/04/2020 A 

Saudi Government 

International Bond 

KSA Sovereign SA 3000 4.5 22/04/2060 AT MATURITY USD 22/04/2020 A 

Saudi Government 

International Bond 

KSA Sovereign SA 2500 2.9 22/10/2025 AT MATURITY USD 22/04/2020 A 

Saudi Government 

International Bond 

KSA Sovereign SA 1500 3.25 22/10/2030 AT MATURITY USD 22/04/2020 A 
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Appendix 

 
Source: Bloomberg, ADCB  

Bloomberg Barclays Bond Indices OAS spread (EM vs GCC) 

 
Source: Bloomberg Barclays Sovereign Bond Indices, ADCB  
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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. 


