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e With oil prices set to be "lower for longer”, we expect
downstream investments between China and Saudi
Arabia to be pushed out for now. They could be
reduced in size in the short to medium term.

e All is not negative, however. Chinese companies
continue to receive investments from the GCC in the
healthcare and e-commerce sectors.

Sino-Saudi: COVID-19 pushing for deal diversification

The Sino-Saudi oil business is on two distinct paths as we
head towards the end of 2020 as a direct result of the
economic downturn. Flows are fine, but deals are delayed.

>

>

China has bought high volumes of crude over the

past five months, keeping with its growing appetite

for energy. But high-profile investments in the
downstream markets by Saudi Aramco are now being
put on hold.

China is Aramco’s top client. Saudi oil exports to

China have grown significantly over the past decade

as the pillar of bilateral trade.

- Between 2008-2019, Sino-Saudi trade grew on
average by approximately 8% per annum. In the
past three years, however, bilateral trade grew
by 27% annually on average, driven by increased
Chinese demand.

In 2019, Saudi Arabia overtook Russia to become
the top supplier to China.

Aramco had ambitious plans for downstream market

expansion globally, as part of USD 500B-worth of

investments planned for the next 10 years.

Saudi deals in China, designed to maximise profits

from the large quantity of crude delivered,

included:
Acquiring a 9% stake in the 400,000 b/pd ZPC
refining complex led by private-sector firm
Rongsheng, in Zhejiang Province.

o The refinery was to become the single-
largest refinery in China with a total
capacity of 800,000 b/pd in two
phases.

Investment in a USD 10B, 300,000 b/pd
greenfield refinery and petrochemical complex
at Panjin, in the northeast province of Liaoning.

Both deals are now in limbo, delayed without formal

explanation. Local bureaucracy has been blamed,

but oil prices -- bumping along at some of the lowest
levels in decades, and squeezing Aramco’s capital -

- may be a more significant reason.

- Part of the agreements involve Saudi Arabia

supplying crude, which, because it is currently
a bargain for buyers, is making the deal more
costly for the company.
For example, Saudi was planning to supply up to
70% of the crude for the Liaoning refinery, but
the price of Brent crude today is around 35%
lower than when the deal was signed.

We understand the postponement of the deals is

causing uneasy speculation in China, particularly in
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Liaoning where the economy is growing slower than
in Zhejiang, and which relies on FDI for
development.
Phase One of the Zhejiang refinery has already
begun operating, but the Liaoning project is yet
to start.
We believe that even with the current collapse in
price, a significant tranche of Aramco’s future
investments (albeit less than USD 500B) will still go
to China.
While the deals are unlikely to be cancelled, we
expect further delays and potentially significant
reductions in deal sizes in the short to medium term.
This, in return, could affect Saudi Arabia’s overall
crude exports to China.

In the healthcare and e-commerce sectors, however,
Chinese entities continue to receive investments in the
form of equity stakes and infrastructure building.

> A notable example is Bahrain's Investcorp taking a

stake in Expo 2020's Chinese Al partner Terminus

Technologies.

- Investcorp has also launched a new platform
dedicated to investing in Chinese healthcare
companies. It has already acquired minority
equity stakes in Lu Daopei Medical Group and
WeDoctor.

WeDoctor plans an IPO in Hong Kong at the
beginning of 2021, estimated at USD 10B.
Investcorp’s stake could prompt similar moves
from MENA funds looking for Chinese portfolios.

» Nakheel Malls and DP World in the United Arab

Emirates have jointly launched dragonmart.ae as
the online portal for Dragon Mart Dubai, which is the
largest trading hub for Chinese products outside
mainland China.
Dragon Mart has become the first shopping mall
in the MENA region with an online platform and
an onsite fulfilment centre.
Given the importance of SMEs to Dubai’s economy
and job market, we think the new e-commerce site
in particular has been launched at the right time to
support Dubai’s post-COVID-19 recovery.
Additionally, it would support China’s exports to the
UAE, and the region overall via Dubai.
While we expect overall Chinese exports to MENA to
drop by at least 30% this year as a result of the
COVID-19 pandemic, new investments in the e-
commerce sector are likely to help accelerate rapid
recovery next year.
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Sino-MENA Deal Tracker: Major deals & projects July-September 2020

China’s Sinopec Corp has awarded a 10-year tender to buy one
million tonnes of liquefied natural gas annually from Qatargas.

Official Chinese data show Iranian oil
imports have resumed. In July,
imports reached 120K b/pd (vs. the
average of 77k b/pd between

January and June 2020).

— 1

The UAE has approved the

emergency use of joint UAE-

China COVID vaccine, after
three months of trials.

The Hong Kong Branch of

China Construction Bank

(CCB) has listed two

green bonds of USD 700M

and 500M on Nasdaq
Dubai.

Bahrain’s Investcorp
acquired stakes in China’s
Al company Terminus
Technologies, Lu Daopei
Medical Group (LDP), and
WeDoctor. It is now
launching a platform for
investing in Chinese
healthcare companies.

CNPC is in discussion with BP
for a 10% stake in the
Khazzan natural gas field, for
up to USD 1.5B.
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This is a publication of Arabia Monitor Limited (AM Ltd) and is protected by international copyright laws and is for the subscriber's
use only. This publication may not be distributed or reproduced in any form without written permission.

The information contained herein does not constitute an offer or solicitation to sell any security or fund to or by anyone in any
jurisdictions, nor should it be regarded as a contractual document. Under no circumstances should the information provided on
this publication be considered as investment advice, or as a sufficient basis on which to make investment decisions. The
information contained herein has been gathered by AM Ltd from sources deemed reliable as of the date of publication, but no
warranty of accuracy or completeness is given. AM Ltd is not responsible for and provides no guarantee with respect to any of the
information provided herein or through the use of any hypertext link.

Arabia Monitor is an independent research firm specializing in economic and market studies on the Middle East & North African
region, which we view as the new emerging market. Our forward-looking perspective allows us to place recent developments in
the region within a broader context and a long-term view. Our analysis is based on the macroeconomic and financial balance sheet
of Arab countries to deliver unique strategy insights and forecasts to businesses across a wide range of sectors.

Arabia Advisors specialises in portfolio strategy and private placements. It works with firms, family offices and government related
organisations that are looking to streamline, re-balance or diversify their asset portfolios. Based in the UAE as an offshore
company, Arabia Advisors services a regional and international client base with interest in the Arab countries.
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