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LMC Monthly Sukuk Index

Dear All,

Please find below our monthly Sukuk Index that compiles data of local (GCC+Turkey) liquid Sukuk. 

Below we illustrate the Investment grade’s performance for the period April 2017 – May 2017:

Below we illustrate the Non-Investment grade’s performance for the period April 2017– May 2017:

Index Update:

As illustrated, both the investment grade and non-investment Sukuk outperformed this month, with the investment grade inclin-

ing slightly by 0.36% and non-investment grade names by 0.12%. Based on this index’s performance, the Non-investment grade 

names are rewarding around 136 bps higher than investment grades. In sukuk news, Dubai Islamic Bank has completed the repay-

ment of (US$500m) issued on 30th of April 2012 and due on 30th of May 2017, while Banque Saudi Fransi had also successfully 

repaid its Sukuk-holders US$ 750m on the 22nd of May 2017. Qatar Islamic Bank has priced at par a $750 million sukuk with a five-

year tenor and a profit rate of 3.251 percent,  with a spread of 135 basis points over mid-swaps. On May 23rd, Bahrain's Al Baraka 

Banking Group has launched a $400 million Tier 1 sukuk (non-call 5) with a 7.875 percent profit rate.

Market Update:

The Saudi General Authority of Zakat and Tax (GAZT) has revealed some details of the value-added tax which is set to be imple-

mented in January 2018. GAZT said the VAT will determine the tax-exempted services and commodities as per the related regula-

tions, which will be issued before implementation. The authority will be responsible for managing, inspecting, assessing and col-

lecting the due VAT, except for the tax related to imported commodities…(Argaam)

Moody’s Investors Service has upgraded its creditworthiness outlook for both the UAE and Kuwait, but downgraded its debt 

rating for Qatar, which the rating agency noted has run up a much higher foreign debt load than its peers. In downgrading Qatar’s 

long-term debt rating from Aa2 to Aa3 but changing its outlook to stable from negative, Moody’s pointed to the country’s sharply 

rising external debt and doubts about its model to promote economic growth. Moody’s says Qatar’s external debt-to-GDP ratio 

rose to 150% last year, up from 111% the year before and the highest of any similarly rated country, whether oil-dependent or not. 

Moody’s notes that while the UAE faces some of the same issues, the country’s relative success in diversification is behind its 

better fiscal and growth prospects. The oil and gas component of the economy fell from 37.5% of GDP to 31% in the decade 

through last year, even though output of hydrocarbons over the same period grew by 10%...(The National)

Moody's Investors Service has maintained its negative outlook on Bahrain's banking system to reflect the challenges posed by 

weakening economic growth, the sector's exposure to government debt and the authorities' lower capacity to support banks. 

Moody's expects Bahrain's growth to slow on the back of low oil prices, stagnant hydrocarbon output and reduced government 

spending. Economic growth is forecasted to decline to around 2.0% in 2017-18 from 3.1% in 2016. Growth in Bahrain's relatively 

diversified non-oil economy will also slow to 2.5% in 2017-18, from a strong 3.7% in 2016. Overall lending, which was flat in 2016, 

is expected to expand by 3% in the next 12 to 18 months, supported by infrastructure projects. The rating agency expects modest 

pressure on asset quality over the outlook period, with problem loans rising to around 7.0% of gross loans from the already weak 

6.3% at the end of 2016. Net profitability will remain strong, but decline slightly to 1.4% of average assets in 2017, reflecting higher 

provisioning charges. Nevertheless, Moody's also considers that the banks' strong liquidity and capital buffers will continue to 

provide financial stability...(Bloomberg)

OPEC announced it would extend cuts in oil output by nine months to March 2018.The move, which was then ratified by non-

OPEC producers, was the base-case scenario for the market and means the 1.8mn bpd supply cut will roll over until 1Q18. In a 

press conference Saudi Arabia's energy said, "We considered various scenarios, from six months to nine to 12 and we even consid-

ered options for a higher cut. All indications are solid that a nine-month extension is the optimum and should bring us within the 

five-year average by the end of the year."…(Bloomberg)

Saudi Arabia pared its oil production last month to the lowest since January, staying below the output level it pledged to maintain 

as part of a global deal to reduce crude supplies, according to a person with knowledge of the data. Saudi cut output by 111k bpd 

in March to 9.9mn bpd. Production had increased in February to 10.011mn bpd as the country replenished its own storage tanks. 

Under the accord to curtail oil supplies reached in December, Saudi Arabia pledged to cap its output at 10.058 million barrels a 

day. Saudi Arabia cut back shipments to the U.S. as a result of the lower production. US oil imports from the kingdom declined 

24% in the week ended March 31, according to EIA data. Shipments were 888k barrels a day, the smallest since 

December...(Bloomberg)

 

U.S. and Saudi Arabian companies signed tens of billions of dollars of business deals as Riyadh sought help to develop its economy 

beyond oil during a visit by President Donald Trump. Saudi Aramco said it signed USD 50bn of agreements with U.S. firms. Energy 

Minister Khalid al-Falih said deals involving all companies totaled over USD 200bn. US also signed a USD 110bn dollar defense deal 

with Saudi Arabia. The deal will work to increase Saudi Arabia's defense capabilities, bolstering equipment and services…(Reuters, 

CNN)

If you wish to unsubscribe, please reply by the word (unsubscribe) to lmcweekly@lmcbahrain.com 

This report does not constitute or form part of, and should not be construed as, any offer for sale or subscription of, or any invitation to 

offer to buy or subscribe for any securities. The information and opinions contained in this report have been compiled or arrived at from 

sources believed to be reliable and in good faith, but no representation or warranty, express or implied, is made as to their accuracy, 

completeness or correctness and are subject to change without notice. Investors must make their own investment decisions. Past perfor-

mance is not necessarily a guide to future performance. Nothing in this report should be construed as investment or financial advice or 

as an advice to buy or sell the securities of the company referred to in this report. LMC and/or its clients may have positions in or options 

on the securities mentioned in this report or any related investments, may affect transactions or may buy, sell or offer to buy or sell such 

securities or any related investments. Additional information on the contents of this report is available on request. 


