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Iran is close to signing a deal to supply 
natural gas to Oman, the semi-official Mehr 
news agency reported yesterday, citing the 
Iranian oil minister. The deal will involve Iran 
supplying Oman with 2bn cu ft of gas, the 
agency said. The two country’s, which share 
geographical control of the Strait of Hormuz, 
also agreed last week to jointly develop an 
$800mn petrochemical plant in northern 
Iran, the agency said. “The petrochemical 
unit is projected to annually produce around 
1mn tonnes a year of ammonia and 650,000 
tonnes a year of urea,” Iran’s Gholam Hossein 
Nozari said. 

Saudi Arabia may boost heavy crude oil output 
over the next 12 months as global demand 
recovers, widening the price difference between 
more expensive, light crudes and cheaper, heavy 
grades, Sanford C Bernstein said. Increased 
“swing production” from Saudi Arabia is 
expected to meet rising demand as non-Opec 
output declines, Bernstein Research analysts 
said. “Towards the end of this year and into next 
year, as oil demand recovers and non-Opec 
production declines, Saudi Arabia should have 
to increase production of heavy crudes which 
would also support wider differentials and 
reduce Opec spare capacity,” they said.

Al Habtoor Leighton Group, the construction 
company partly owned by Australia’s largest 
builder, said getting paid in Dubai remains 
“challenging” as the financial crisis curtails 
lending. “Definitely payment, primarily in Dubai, 
has been very challenging,” managing director 
David Savage said in a phone interview. “We 
continue to work with our partners, clients, 
subcontractors and suppliers to manage the 
situation, but I think at the moment liquidity 
generally is very challenging.” Construction 
companies in Dubai have been hit by a lack of 
financing, causing project cancellations and 
payment delays. 

UAE’s Air Arabia, the Middle East’s largest 
low-cost carrier, posted a 10% rise in 
second-quarter net profit to 90mn dirhams 
($24.50mn), missing analysts’ forecasts. 
Net income in the first half of the year rose 
21% to 193mn dirhams, it said in a statement 
yesterday. Earnings in the second quarter of 
2008 stood at 82mn dirhams. Forecasts of 
four analysts for Air Arabia’s second-quarter 
profit ranged from 100mn dirhams to 151mn 
dirhams in a Reuters survey in July. The airline, 
based in Sharjah, carried 1.95mn passengers 
in the first six months, up 20% from the same 
period in 2008, the statement said. 

Bahrain’s central bank governor has said that the 
effect on the country’s banking sector of Awal 
Bank and The International Banking Corp (TIBC), 
missing debt repayments earlier this year has 
been limited. “The damages are very limited,” 
Rasheed al-Maraj told Alarabiya Television. 
Some members of the two banks are also being 
investigated, al-Maraj said, declining to give 
details on the investigation until it is completed. 
The central bank last week said it took control of 
Awal and TIBC following an investigator’s report 
that it had commissioned from the banks, which 
showed that they had substantial shortfall of 
assets compared to its liabilities.
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Saudi non-oil exports 
drop on petchem fall
Exports in May dropped 
23% to 8.02bn Saudi riyals 
($2.14bn) from a year earlier 
as trade in petrochemicals 
was hit by the global 
economic downturn 
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Saudi Arabia said yester-
day that non-oil exports 
in May dropped 23% to 

8.02bn Saudi riyals ($2.14bn) 
from a year earlier as trade in 
petrochemicals was hit by the 
global economic downturn. 

Imports in May also fell, down 
16% to 29.57bn riyals, compared 
with 35.27bn riyals during the 
same period last year, the official 
Saudi Press Agency said, citing a 
report by the Department of Gen-
eral Statistics and Information. 

Saudi’s main non-oil ex-
ports in May were petrochemi-
cal products, plastics and met-
als. Petrochemical sales worth 
2.26bn riyals account for about 
28% of the kingdom’s non-oil 
exports, the agency said. 

A drop in the value of petro-
chemical exports could hit earn-
ings further this year at Saudi 
Basic Industries Corp, the re-
gion’s largest petrochemicals 
maker and one of the kingdom’s 
largest employers. The company, 
listed on the Saudi bourse, has 
already suffered from a drop in 
demand due to the global eco-
nomic downturn. 

The Middle East’s largest-
listed company, Sabic said last 
month that net profit declined 
76% to 1.81bn riyals in the sec-
ond quarter, from 7.55bn riyals a 
year earlier, due to the sharp fall 
in commodity prices. 

This followed Sabic reporting 
its first quarterly loss since 2001 
in the first three months of the 
year as demand for high-margin 

plastics used by car and elec-
tronics manufacturers fell. 

Prices for key petrochemicals 
like ethylene, polypropylene and 
paraxylene are down about 38% 
from their peak in August last 
year, according to the ICIS Pet-
rochemical Index. ICIS prices 12 
essential petrochemical grades 
in the US. 

Petrochemicals are a key 
industrial driver in the king-
dom because production costs 
are lower than other interna-
tional locations due to its vast 
oil and associated gas output. 
Sabic’s shares closed up 0.4% 

at 70.5 riyals yesterday. 
Still the company, backed by 

the Saudi government, is invest-
ing heavily in adding new capac-
ity and building larger plants. 
In July the company said it will 
produce an additional 13mn tons 
a year of petrochemicals by 2012. 

Falling petrochemical rev-
enue could still hit growth in the 
Middle East’s largest economy 
where the government plans to 
pump billions of dollars into the 
economy to help avoid a down-
turn. Saudi’s main export in-
come is from oil, which is also 
down from last year when crude 

peaked at $147 a barrel. 
Standard & Poor’s Ratings 

Services said on Friday that it 
affirmed the kingdom’s ‘AA-’ 
long-term and ‘A-1+’ short-
term foreign and local currency 
sovereign credit ratings due to its 
“extremely robust external and 
fiscal positions.” 

According to S&P, the king-
dom held $438bn in liquid for-
eign assets at the end of last year, 
enough to cover about two years 
worth of current account pay-
ments. 

Saudi Arabia unveiled an ex-
pansionary budget late last year 

- despite a sharp downturn in 
oil prices - and said it would 
incur its first deficit in six years 
to keep its economy growing. 
The kingdom, the world’s larg-
est oil exporter, said revenue 
this year would be 410bn riyals 
($109.31bn), against budgeted 
spending of 475bn riyals. 

S&P said that it expects Saudi 
to balance its budget this year 
as oil prices firm at around $70 
a barrel. Light, sweet crude for 
September delivery settled $1.01, 
or 1.4%, lower at $70.93 a barrel 
on the New York Mercantile Ex-
change. 

A drop in the value of petrochemical exports could hit earnings further this year at Saudi Basic Industries, the region’s largest petrochemicals 
maker and one of the kingdom’s largest employers.

UAE central 
bank urged 
to enhance 
liquidity
Bloomberg
Dubai

The United Arab Emir-
ates’ central bank 
should either buy secu-

rities from local banks to help 
ease liquidity in the economy 
or loosen a cap on lending, the 
chief executive officer of the 
country’s second-biggest bank 
said.

“There has to be either some 
quantitative easing by the 
central bank broadly speak-
ing by buying in securities” 
from banks and giving them 
money “or some easing in the 
ratios,” Michael Tomalin, head 
of the National Bank of Abu 
Dhabi, said in an interview in 
Abu Dhabi. “Because banks are 
tight for liquidity, there is quite 
a bidding war for deposits,” and 
“this is keeping interest rates 
higher than they should be.”

Banks in the UAE have faced 
a shortage of funds as the glo-
bal credit crisis shut access to 
foreign borrowings and inves-
tors speculating on a currency 
revaluation withdrew money 
from local banks. The gap be-
tween commercial bank loans 
and deposits in the UAE rose 
to 110bn dirhams ($30bn) in 
March, before falling to 91bn 
dirhams, central bank governor 
Sultan Bin Nasser al-Suwaidi 
said on May 7.

Interest rates in the UAE 
have remained high even after 
the central bank cut its repur-
chase rate by half a percentage 
point to 1% on January 19. The 
one-month Emirates inter-
bank offered rate, which banks 

charge for loans, was quoted at 
1.98750% on Thursday, com-
pared with the London inter-
bank offered rate of 0.2756%, 
data compiled by Bloomberg 
show.

“There is no doubt that there 
isn’t enough liquidity in the 
system,” Tomalin said. “A little 
bit of quantitative easing or a 
little bit of the relaxation of the 
ratios is required.”

UAE banks are boosting per-
sonal lending as liquidity lev-
els have improved from four 
months ago, the Arabic-lan-
guage Alittihad has reported, 
citing al-Suwaidi. The increase 
in small and personal loans 
is “normal” after demand 
for loans from other sectors 
waned, al-Suwaidi told the 
newspaper.

The UAE central bank uses 
a ratio of loans to so-called 
stable resources of banks to 
regulate lending. Banks’ loans 
to stable resources, which in-
cludes deposits, equity and 
loans with maturities greater 
than six months, is capped at 
100%. The UAE economy, the 
Arab world’s second biggest, is 
expected to contract this year 
after growing by 7.4% in 2008, 
al-Suwaidi said.

The UAE has taken several 
steps to help its banking in-
dustry amid the credit crisis, 
including guaranteeing de-
posits and contemplating a 
law to back bank bond sales. 
The central bank created a 
50bn-dirham credit facility in 
September and on Oct. 14 said 
it would pump a further 70bn 
dirhams into the banking in-
dustry. 

Banking needs to get personalised
opinion

“Yes Jim but not as we know it!” In 
my last Article I explored “trust” and 
how Banks might claw back some 
of the high ground. It’s certainly trite 
to say “back to basics” but I firmly 
believe that to go forward we must go 
backwards first – perhaps “back to the 
future”. Of course, there were many 
aspects of the “traditional banking 
model” that had to be done away 
with such as archaic attitudes and 
behaviours. But the core proposition 
remains – a combination of good 
and reliable products and services 
coupled with a high degree of good 
ethical behaviour. It’s about gendering 
trust supported by confidentiality and 
overall integrity in every respect. In 
the previous articles we’d talked about 
how these values could be inculcated – 
it’s imperative that we move quickly to 
restore them.

On both sides of the “counter” we 
are a people business – we’ve forgot-
ten this! We treat customers and staff 
alike as “ciphers”! How can we expect 
or command loyalty on either side? My 
experience over many years with bank 
staff, especially those in customer fac-
ing roles, is that they will go the extra 
mile for their customers but there 
really is no hope of that happening if 
the banks treat their customers simply 
as commodities, ie, the ”dumbing 
down” of the point of sale referred to 
in my previous utterances. We really 
must examine and understand our 
customer bases. It would truly be 
helpful if the men and women running 
banks had even a modicum of first 
hand knowledge of personal banking 
(not consumer banking – who came 
up with that awful nomenclature?). Un-
fortunately, most senior executives in 

banks have had careers in wholesale/
corporate banking or more frequently 
are from other industries altogether. 
Until that changes the “mass market 
customer,” ie, you and me, have 
no hope whatsoever of seeing an 
improvement in the “commodity” type 
treatment they receive.

We need to start to treat “people” 
with the respect they merit as the first 
(and often only) point of contact for 
our customers. John Kotters’ “Service 
Profit Chain” (Leadership Guru at 
Harvard Business School) actually reigns 
supreme in this space. He illustrates the 
key dependency on staff satisfaction and 
morale on the customer experience and 
the shareholder outcomes. If you get the 
former right the rest of it falls into line! 
Surprised? Not much I expect.

We must train and develop our 
people properly from top to bottom, 
we must encourage their further 
education and above all we must show 
them route maps to top management 
positions. I suspect there are no “quick 
wins” here for staff but there will be 
for customers, who will notice quite 
quickly a positive change in attitude.

It’s even been suggested that an 
adoption of formal apprenticeship-type 
models might be the answer. When I 
joined the bank in 1958, I was called a 
“new apprentice” and remunerated ac-
cordingly! We can’t wind the clock back 
but surely we should be able to learn 
some things from the past.

With customers it’s imperative that 
we must move more away from the 
“best/low price” type offerings, wwhich 
simply have created a vast amount of 
very expensive “churn,” ie, customers 
coming and going – this cheeses off 
the customers and staff alike. Reten-
tion, not acquisition of customers, 
must become the order of the day!

There’s a huge amount of “inertia” 
in our customer base, which banks 
should be able to leverage to their as 
well as the customers’ advantage. We 
need to identify the “sticky” customers 
(the ones who have little or no propen-
sity to switch to other providers) then 
reward for their long service. It gives 
them more reason to stay and convert 
inertia into loyalty to the bank. One 
Banker in recent months was quoted 
as saying “we treat our loyal custom-
ers worst of all”! What other industry 
could get away with this!

It is absolutely vital that we cease 
to treat all customers in the same 
manner. Banks should embark on 
sensible market research, understand 

the segmentations that are thrown up 
and then develop value propositions 
that are appropriate to each of the 
major segments. I think it’s fair to say 
that in the past when banks did market 
research if the chief executives did not 
like the outcomes, then the research 
was not implemented. The chief 
executives’ writ was supreme! If you 
were operating in the soap powder 
or any other retail market you would 
be driven absolutely by your market 
research findings.

However large or small a bank is, 
I’m convinced that with half the decent 
leadership from the top and a good 
level of involvement of staff through-
out the organiswwation, it would be 
possible to offer individual customers 
some sense of personal service. This 
must be done if the industry is to re-
establish any credibility. 

Coming back to the whole question 
of leadership at the top and the kind 
of individuals that are needed to run 
commercial banks, I’m absolutely 
horrified that there are no plans to 
re-impose the strictures of glass stegall 
and to wind back the more unsavoury 
aspects of “big bang”. There is no 
question that the behaviour and remu-
neration of many of the people on the 
corporate finance and stock broking 
side of the business muddies the water 
totally for the ordinary staff, who are 
looking after customer deposits. The 
“cowboys” should not be allowed to 
have any possible impact on the safety 
of customer deposits. The sooner our 
regulators wake up to this the better. If 
they do not, we will simply stoke up an-
other head of steam and have another 
problem in 5-10 years time when the 
next downturn happens. 

John Wright is a visiting 
professor of the University 
of Glasgow. He has spent 
43 years as a commercial 
banker all over the world, 
including a seven-year 
spell as CEO of Oman 
International Bank


