FINANCIAL TIMES THURSDAY DECEMBER 2 2010

15

Middle East Focus

L

FEssns

Cleric sets Qatar a test of taith

ADCB rewarded
for transparency

Markets watch

After the lender
came clean about
dud loans, the
stock soared 43%,
writes Robin
Wigglesworth

While the shares of most
banks in the United Arab
Emirates have picked up
in the second half of the
year, in spite of ongoing
worries over bad loans,
one lender in particular
has shone.

Even after a modest
correction in November,
shares in Abu Dhabi
Commercial Bank (ADCB)
have soared 43 per cent so
far in the second half of
2010, compared with the

The lender’s shares
started rallying soon after
the lender on August 1
reported a Dh531m net
loss in the second quarter,
considerably below
analysts’ expectations, and
revealed that it had a
Dh6.6bn total exposure to

significantly outperformed
local banking rivals.

The ADX sub-index of
banks and financial
companies has gained only
11 per cent so far in the
second half of the year,
while the Dubai Financial
Market’s banking sub-
index has climbed about
14 per cent.

The Abu Dhabi-based
bank’s rally should be
food for thought at many
other lenders in the UAE,
where transparency and
disclosure are often far
from perfect, and
uncertainty regarding the
extent of non-performing
loans (NPLs) is deterring
some investors.

Provisions for bad loans
surged 41 per cent in the
12 months up to the end
of August to Dh37.2bn
($10.1bn), according to the
central bank, but the

Doha skyline: 9 per cent gain of the Abu | true level of bad debts
the wealthy Dhabi Stock Exchange could be higher.
emirate has (ADX) in the same period. Analysts say many
raised its The recent performance banks have preferred to
international of ADCB’s stock is largely | extend loans rather than
profile but is a reward for its openness book losses, but this ties
also seeking over the extent of its dud up valuable capital, and
Islamic loan and investment just pushes potential
legitimacy portfolios, say analysts problems into the future.
Getty and fund managers. Transparency on dud

loans and investments is
likely to improve when
banks report their full-
year earnings early in
2011. The UAE central
bank also recently issued
fresh guidelines that
analysts say will
standardise and improve
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to maintain their religion
while living in the US. But
he has subsequently
denounced secularism, capi-
talism and Zionism, and

dissertation on Qatari for-
eign policy. “Qatar cer-
tainly wouldn’t want any
kind of ‘Islamist’ stigma.”
To enhance its status as

Today, his books focus
on how to be Muslim
in western society. “We
need to shift the mindset
of what we can do,” Prof
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Intelligent solution

News analysis

Quandary in which
Arab states find
themselves is not
unusual, a leading
academic tells
James Drummond

When it comes to water and
food management, Abu
Dhabi and its Gulf neigh-
bours should think twice
about investing in agricul-
tural land overseas and
instead rely on interna-
tional markets to meet their
needs, according to a lead-
ing academic.

If they are going to invest
they should do so in places
where natural resources
and the politics are favoura-
ble, such as eastern Europe
and Ukraine.

Many regional states have
embarked on a policy of
investing in land in less
developed parts of the
world in an attempt to build

a study by NCB Capital in
March.

But Tony Allan of King’s
College. London says what
the Gulf states are really
doing is buying access to
water rather than land.

Of the 210 countries in
the world, at least 180 are
net virtual water importers,
including all the countries
in the Middle East and
North Africa, he points out.
Virtual water is the water
required to produce a com-
modity, food being very
water intensive indeed. So
the quandary in which
Arab states find themselves
is not unusual.

Singapore, with a popula-
tion similar to many Gulf
states, is “in a predicament
even worse than Abu
Dhabi” but is not rushing
off to invest in overseas
projects, Prof Allan says.

“Provided you have a
moderately developed econ-
omy, you can easily afford
to provide access to virtual
water in the global system
via the commodity trade. It
depends on intelligent citi-

says. “If the Gulf states
want to invest and go
through all the risky and
very demanding transac-
tions of growing food, stor-
ing it, transporting it and
trading it, then good luck.
[But their] high priority
should be investing in
human resources.”

During previous commod-
ities spikes in the 1970s,
which triggered similar
fears over food security,

‘Abu Dhabi should
face challenge of
getting everyone
to consume
sensibly’

Sudan was the favoured
destination for agricultural
investment by Arab states.
The returns achieved in
Sudan were negligible and
the investment projects
failed largely for political
reasons that persist.

things such as eating less
meat. The NCB study says
that between 1993 and 2003,
per capita consumption of
meat in Saudi Arabia, the
UAE and Kuwait, the three
largest regional economies,
grew at an annual 2.2 per
cent, compared with 1.3 per
cent for cereals.

Beef, an important con-
stituent of popular fast
foods such as hamburgers,
is a particularly heavy con-
sumer of water. A ton of
beef requires over 15,000
cubic metres of water to
raise, more than three
times the input necessary
to produce a similar
amount of poultry, accord-
ing to academic research.

Foodstuffs such as beans,
potatoes and wheat — even
rice - consume far less
water per calorie.

For Prof Allan, the prior-
ity is to concentrate on so-
called small water - the
water consumed at home
and in workplaces — which
typically accounts for only
10-15 per cent of total con-
sumption. Building capacity

secure food supplies. zens having jobs with “In the past, farmland to meet small water needs

Under its ambitious “King which they can buy food.” investment deals have had “is technically, economi-
Abdullah initiative”, Saudi And in relative economic severe political ramifica- cally possible everywhere”,
Arabia hopes to safeguard terms, Gulf states’ exposure tions when the local popula- he says.

sources of wheat, rice, soya-
beans, corn and alfalfa.

Saudi Arabia and the
UAE together now hold
2.8m hectares of agricul-
tural land primarily in
Sudan, Pakistan, Turkey
and Indonesia, according to

to volatility in the commod-
ity market and the conse-
quent need to invest in land
overseas is not that great.
“The proportion of house-
hold income...spent on
food and water is negligible
in the Gulf,” Prof Allan

tion is opposed to foreign
acquisition of land assets,”
the NCB report notes drily.

And if the priority is to
reduce high levels of water
use, patterns of consump-
tion need to change. Con-
suming less means doing

“Abu Dhabi is right to be
thinking about food and
food prices, but it is always
going to be able to afford its
food .. .It really should face
the much more difficult
challenges of getting every-
one to consume sensibly.”
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What are the prospects for dealmaking? The final part of the
Deals & Dealmakers series focuses on whether the past
year has lived up to expectations, methods of financing, and
the outlook for the coming year. Read Deals & Dealmakers
in the FT on Tuesday 7 December and online at

www.ft.com/dealmakers
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