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Tough start to 2009, but opportunities have arisen 

Economic challenges remain for the Gulf region in 2009. While 
we have seen crude oil prices starting to stabilize amid sharply 
lower OPEC production and a consolidation in US demand, we 
expect prices to trade sideways in the medium term before 
picking up again over the longer term. In essence, oil is forming 
a bottom. This undoubtedly bodes well for the Gulf region's 
finances and sentiment over the longer term. However, the 
region's stock markets have performed weakly in line with global 
markets so far this year. Only Abu Dhabi has performed in 
positive territory (see Figure 1). The major outlier has been 
Qatar, which, in our opinion, has been unjustifiably hit by low 
investor sentiment and a 31% negative performance year to 
date. The policy response has varied by country but the 
authorities have been active − cutting interest rates, easing 
reserve requirements for banks (e.g. KSA), offering liquidity and 
deposit guarantees (UAE), raising lending limits (Kuwait), 
injecting capital into banks (Qatar/UAE) and establishing stock 
funds to support the local markets (Oman/Kuwait).  
     Policy measures introduced in several MENA states should 
have a positive slow burn impact on market performance, 
progressively putting an eventual floor under market sentiment 
and creating conditions for a rebound at some stage; however, 
we believe selectivity will be key for investors.  
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Highlights 

 Over the course of Q1 2009, we have seen 
multiple measures adopted by Gulf 
countries to tackle the challenging 
economic conditions. 

 On the back of valuations, strong economic 
growth and recent government measures, 
we have upgraded our recommendation on 
Qatar from neutral to overweight. 

 The upcoming Qatar Vodafone IPO in early 
April will make an ideal entry point for 
investors to build positions on dips, as we 
expect some short-term weakness in 
liquidity draw from the secondary to the 
primary market. 

 

Top investment ideas 

Qatar Telecom (BUY) 
Strong defensive telecom operator. 
High cash flow and compelling valuations. 
 

Industries Qatar (BUY) 
Access to low cost feedstock and market dominance 
provide a strong story. 
Valuations attractive but margin pressure expected.  
 

Qatar National Bank (HOLD) 
QNB attracts strong government backing. 
Valuations slightly cheap but not enough to change our 
HOLD rating. 
 

 

Figure 1 
YTD 2009 – GCC stock market performances, Qatar 
underperformed – good entry point (%) 
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Qatar  

We upgrade our rating on Qatar from neutral to overweight, 
based on several factors: 
 
Attractive entry point 
Following a 31% correction YTD, we believe this provides 
investors with the right entry point. As a result, valuations are 
at an all time low (see Figure 2) with the trailing twelve months 
P/E ratio of the local stock market at least 2 standard 
deviations away from the mean. 

 
Strong economic growth 
According to the IIF (Institute of International Finance) 
forecasts, GDP growth for 2009 is expected to be around 
10.2%, the highest in the region (see Figure 3). Given the 
strong top-down dynamics of Qatar's economy, we think this 
provides an attractive environment for investors to gain 
exposure via the local stock market. 

 
Government actions 
The government’s offer to purchase the domestic equity 
holdings of local banks has reduced selling pressure and 
begun to restore confidence. The focus on the cleaning up of 
the banks’ balance sheets has provided gulf investors with a 
reason to look for an environment which creates better lending 
liquidity. Over the last few months, sentiment has remained 
poor with regard to Qatari banks and real estate, which 
probably explains some of the partial underperformance of the 
Doha equity market in 2009, as well as the now delayed 
Vodafone Qatar IPO. In our view, the government's latest 
action has directly tried to tackle investors' worries and 
concerns by directly helping local banks. Initial investor 
reaction has been strong, with the local market trading higher 
by 10% in two business days after the news.   

 

UAE 

The UAE has seen two quite opposite performances with Abu 
Dhabi (+6%) outperforming its peer Dubai (–4%). On the 
government front, not only has Abu Dhabi acknowledged 
Dubai's debt as part of its own liabilities (recent USD 10 bn 
bond issue by the UAE central bank), but we are now also 
seeing comments from the central bank about working with 
the Minister of Finance to bridge a gap of about USD 30 bn 
between system loans & deposits. On 22 February, the 
government of Dubai unexpectedly announced a USD 20 bn 
sovereign bond program. The first USD 10 bn tranche of the 
program was fully subscribed to by the UAE central bank. The 
five-year bonds were sold with a coupon of 4%. The UAE has 
taken steps to boost Tier 1 capital in Abu Dhabi banks and 
Tier 2 capital across the economy. Liquidity enhancement 
measures have also been introduced. Support from the federal 
authorities for the Government of Dubai has eased immediate 
concerns over a potential default by government-related Dubai 
corporates. The measures have not led to market recovery, 
but have increased optimism that the very worst scenario may 
have been avoided. 

 

Kuwait 

Disarray in policy continues, and a week after the rescue plan 
for investment firms was meant to be ratified, disagreements 
over all bailout policies will likely lead to the dissolution of the 
government. In Kuwait, the dissolution of parliament suggests 
that policymakers are serious about overcoming political 
obstacles to ensure that the USD 5 bn support package for 
the financial sector is passed. Long-term challenges are likely 
to persist, but passage of the legislation may at the very least 
put a floor under what had been a marked deterioration in 
market sentiment. 
 

Figure 2  Figure 3 
Qatar P/E bands – currently valuations look good (LTM)  Qatar's GDP growth for 2009E the highest in the region 
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Saudi Arabia 

The Tadawul has traded sideways YTD, taking direction from 
the price of oil and global market sentiment. Liquidity is 
returning to more normal levels. Although turnover is still some 
25% below the three- and six-month averages, the trend is 
cautiously upward and focused primarily on blue-chip names. 
Emerging market performance and regulatory changes from 
the CMA will be significant events to look for driving investor 
sentiment in Saudi Arabia. 
 

Summary 

Interestingly, some of the Gulf equity markets all gained last 
week but remain down YTD. Volumes are recovering but still 
down in most markets. Policy measures may put a floor under 
sentiment. While we have seen an underperformance for most 
of the regions' stock markets against emerging market peers, 
opportunities have arisen, in our view. We believe Qatar 
currently provides investors with the best market to gain 
exposure, especially after a 25% correction YTD. We believe 
the upcoming IPO of Qatar Vodafone in early April should 
create a liquidity draw from the secondary market to the 
primary markets, thus creating some short-term 
underperformance, and that this should be a time to gain 
exposure on dips. 
 
 



 
Dubai, 2 April 2009 

 

Research Flash 4

Disclosure appendix 

Analyst certification 
The analysts identified in this report hereby certify that views about the companies 
and their securities discussed in this report accurately reflect their personal views 
about all of the subject companies and securities. The analysts also certify that no 
part of their compensation was, is, or will be directly or indirectly related to the 
specific recommendation(s) or view(s) in this report. 
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Credit Suisse policy is to publish research reports, as it deems appropriate, based on 
developments with the subject company, the sector or the market that may have a 
material impact on the research views or opinions stated herein. Credit Suisse policy 
is only to publish investment research that is impartial, independent, clear, fair and 
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Guide to analysis 

Equity rating allocation as of 01/04/2009 
 Overall Investment banking 

interests only

BUY 32.85% 33.81%
HOLD 59.23% 59.28%
SELL 7.65% 6.60%
RESTRICTED 0.26% 0.31%
 
Relative stock performance 
At the stock level, the selection takes into account the relative attractiveness of 
individual shares versus the sector, market position, growth prospects, balance-sheet 
structure and valuation. The sector and country recommendations are “overweight,” 
“neutral”, and “underweight” and are assigned according to relative performance 
against the respective regional and global benchmark indices.  
 
Absolute stock performance 
The stock recommendations are BUY, HOLD and SELL and are dependent on the 
expected absolute performance of the individual stocks, generally on a 6-12 months 
horizon based on the following criteria: 
 
BUY: 10% or greater increase in absolute share price 
HOLD: variation between -10% and +10% in absolute share price 
SELL: 10% or more decrease in absolute share price 
RESTRICTED: In certain circumstances, internal and external regulations 

exclude certain types of communications, including e.g. an 
investment recommendation during the course of Credit Suisse 
engagement in an investment banking transaction. 

TERMINATED: Research coverage has been concluded. 
 
Absolute bond recommendations 
The bond recommendations are based fundamentally on forecasts for total returns 
versus the respective benchmark on a 3–6 month horizon and are defined as follows: 
 
BUY: Expectation that the bond issue will outperform its specified 

benchmark 
HOLD: Expectation that the bond issue will perform in line with the 

specified benchmark 
SELL: Expectation that the bond issue will underperform its specified 

benchmark 

Abbreviations frequently used in reports 

Abb. Description Abb. Description Abb. Description 

CAGR Compound annual growth rate EPS Earnings per share P/B Price-to-book value 

CFO Cash from operations EV Enterprise value P/E Price-earnings ratio 

CFROI Cash flow return on investment FCF Free cash flow PEG P/E ratio divided by growth in EPS 

DCF Discounted cash flow FFO Funds from operations ROE Return on equity 

EBITDA Earnings before interest, taxes, depreciation and amortization IBD Interest-bearing debt ROIC Return on invested capital 
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