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GCC Fixed Income Market Update July-2025

Tariff impact to decide Fed rate cut path...

Global debt market issuances reached a record level during Q1-2025 and 1H-2025 with a
total of USD 6.4 Trillion in issuances during 1H-2025, according to data from LSEG.
Issuances in Q2-2025 declined by 8% q-o-q but the record high issuances during the first
quarter overshadowed this decline in YTD numbers. The growth in issuances were led by
higher investment grade instruments while issuance of high yield instruments remained flat y-o-y.
Government issuers and Financials maintained their share of issuances during 1H-2025
accounting for three fourth of total issuances. Corporates issuers in emerging markets were
leading with 26% increase in issuances during 1H-2025 with issuers from India, Saudi Arabia,
Brazil and UAE accounting for 52% of total emerging markets activity. Issuances of green bonds
reached a three-year low level and declined by 2% to reach USD 267.7 Bn during 1H-2025. The
volume of issuances also declined to two year low levels.

Yields on US sovereign bonds remained volatile and the yield on 10-year bonds largely
trended downwards since its peak during the third week of May-2025 at 4.6% to now trade
at 4.3%. There were gains during the first week of July-2025, the biggest gains in five weeks,
after a surprisingly strong jobs report and the signing of the tax bill by the US president that would
add close to USD 3.4 Trillion to deficits over the next decade. However, yields declined in recent
sessions reflecting expectations of future interest rate cuts by the US Fed as well as strong
demand in auction of 10-year treasury notes. The most recent meeting by the US Fed indicated
rate cuts in the remainder of the year, although the frequency would depend on the impact that
tariffs would have on the economy and inflation.

The rate forecast for 2025 form most global central banks remains uncertain, especially in
the aftermath of the announcement of tariffs in the US. The increase in tariffs were
expected to be mostly inflationary in nature that would force the US Fed to hold rates
steady. The US Fed maintained its wait and watch approach in terms of rate cuts, despite
pressure from the government. The Fed insisted on staying cautious keeping an eye on inflation
and economic impact of the tariffs. However, in the recent Fed meeting, there has been some
softening of tone with some officials indicating rate cuts later this year. Nevertheless, forecasts
suggest a late year rate cut but an accelerated pace of cuts in 2026 mainly catching up
with their European counterparts that have lowered rates by 100 bps this year led by
economic weakness.
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Inflation and interest rate hikes

The minutes of the most recent Fed meeting indicated a division amongst officials over the impact of the tariffs on inflation and
the economy and the supposed reaction to this by the US Fed by cutting rates or keeping in at current levels. The Fed majority
of the officials agreed that the tariffs would have a lasting impact on inflation in the US. However, the latest dot plot showed an
almost equal split on whether there would be a rate cut this year, which was pegged at two cuts, or there will be no cuts,
although the former had a slight majority. Nevertheless, despite pressure from the US government, the rate was held steady
for the fourth consecutive meeting indicating Fed'’s cautious stance and a wait for clarity, defying steady economic growth and
strong employment numbers that analysts doubt represent the true picture about the US labor market. Data also showed a
decline in small business sentiment in the US with subdued forecasts for job creation, inventory restocking and sales outlook.

In terms of tariff agreements, the Trump administration has sent more than 20 letters so far to its trading partners and
simultaneously delayed the implementation of higher tariffs to 1-August-2025 from the last deadline of 9-July-2025 that marked
the end of the 90-day reprieve announced in April-2025. Based on the current analysis, the new tariff rates in the
announcements make little difference to the US average tariff rate overall relative to levies already planned, as per Bloomberg.
Moreover, new tariff announcements were made on copper imports in the US with rates as high as 50%. This led to a spike in
copper prices in the US to record high levels while producers around the world hunt for long-term supply agreements with
copper miners. The data also showed significantly higher tariffs expected to be imposed on China and a 50% tariff on Brazil,
while already announcing 25% tariffs on Japan and South Korea. Based on data from Bloomberg, estimates suggest average
tariff rate on US imports could settle at 15.5% in the base case scenario as compared to 2.3% before the trade war.

In Europe, meanwhile, the ECB continued to lower rates with four cuts so far this year and eight times since June-2024 to 2%.
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from the US tariffs. There are also concerns about the strength of the Euro against the USD. The EUR has risen nearly 15%
vs. the greenback during 1H-2025 and this further impacts the competitiveness of European products in the world markets.

Meanwhile, in the GCC, the trend in the interest rates was almost in line with that by the US Fed. Last year, most GCC central
banks lowered in line with the Fed decision while Kuwait, which has its currency pegged to a basket of currencies,
implemented a 25 bps cut vs. 100 bps cuts by other central banks in the region. GCC instruments benefits from being closely
tied to US corporate spread but the credit profile helps to protect against volatility and tariff related risks. In terms of economic
growth, the increase in oil output should be positive for the rest of the year, especially if the crude oil sustains current levels of
around USD 70/b. This along with a strong non-oil manufacturing sector in the region with steady projects market activity will
support non-oil growth.

GCC Central Bank Rate Cuts (%)

4.00 4.40 5.00 4.85 5.00 4.38

o m m m m m m

Kuwait CB Disc Rate UAE Base Rate KSA Repo Rate Bahrain ON Repo Qatar Repo Rate CBO Repo Rate Fed Fund Rate-Mid
Rate

mRate Cuts in 2024 Current Rate

Sources : Bloomberg, Kamco Invest Research

GCC Fixed Income Market Update



Investment

I( A M C O Strategy &

INVEST Research

GCC Corporate Bond/Sukuk Maturities by Sector - USD Bn

mFinancials Energy
Utilities m Materials
mCommunications Industrials
m Consumer Discretionary m Consumer Staples
E—
0.9 Health Care
m |21 ]
38 | 2.0 |
. -0
i
| 1.0 ]
[ %8 ]
37.3
31.4 —
7.3
2.5
2025 2026 2027 2028 2029 2030 2033 2034

Sources : Bloomberg, Kamco Invest Research

GCC Bond/Sukuk Maturities

GCC governments are expected to see elevated levels of maturities over the next five years, especially for bond issuances
during the years after the pandemic. According to data from Bloomberg, GCC sovereign maturities stands at USD 226.1 Bn
over the next five years (2025-2029), whereas corporate maturities stand at slightly lower at USD 223.0 Bn. Both bond and
sukuk maturities are expected to remain elevated starting from 2025 until 2029 and then gradually taper for the rest of the
tenor. The higher maturities during the next five years reflects a number of short-term (less than 5-year maturity) issuances by
governments and corporates. A majority of these maturities are denominated in USD at 59.3% followed by local currency
issuances in SAR and QAR at 16.9% and 7.0%, respectively. In addition, due to the credit rating profile of the GCC
governments, a majority of these maturities are in the high investment grade or A rated instruments with maturities of USD
158.5 Bn while maturities of investment grade instruments stood at 171.7 Bn. In terms of type of instruments, conventional
bonds dominate with USD 278.0 Bn in maturities over the next five years, whereas sukuk maturities are expected to be at
USD 171.0 Bn. In terms of conventional bond maturities, corporate maturities stood at USD 144.3 Bn, surpassing government
bond maturities at USD 133.7 Bn. In the sukuk market, government sukuk maturities stood at USD 92.4 Bn vs. corporate sukuk
maturities at USD 78.6 Bn.

At the country level, Saudi Arabia continues to see the biggest fixed income maturities during 2025-2029. The Kingdom is
expected to see maturities of USD 166.0 Bn until 2029 followed by UAE and Qatari issuers at USD 146.8 Bn and USD 74.7 Bn,
respectively. However, bulk of the maturities in Saudi Arabia are for bonds/sukuk issued by the government at USD 96.7 Bn
while in the case of UAE, the lion’s share of maturities are for instruments issued by corporates at USD 119.1 Bn. Kuwait has
the smallest maturities in five years at USD 13.2 Bn while the number for Oman and Bahrain stood at around USD 24.0 Bn
each. In terms of sector maturities, Banks and other Financial Services sector have USD 167.9 Bn in maturities in the next five
years, accounting for around 75.3% of the total corporate maturities and 37.4% of the total maturities in the GCC until 2029.
The Energy sector was next with maturities of USD 21.0 Bn or 9.4% of GCC corporate maturities until 2029 followed by Utilities
and Materials at USD 11.3 Bn and USD 7.2 Bn, respectively. Banks in UAE have the biggest maturities over the next five years
at USD 65.5 Bn followed by Qatari banks with maturities of USD 23.2 Bn.
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Banks in UAE and Qatar
accounted for 39.8% of
total corporate maturities
in the GCC and 19.8% of
total bonds/sukuk
maturities over the next
five years in the GCC.
Other Financial Services
and Real Estate sectors
were next with maturities
of UD 27.7 Bn and USD
13.2 Bn until 2029.
Meanwhile, Real Estate
maturities are
concentrated mainly in the
UAE and Saudi Arabia at
USD 9.1 Bn and USD 3.2
Bn, respectively, until
2029.

GCC Fixed Income Primary Market Issuance by Country-USD Bn
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Issuances in 2025 on track to reach 2024 records

Aggregate issuances of
bonds and sukuks in the
GCC stood at USD 100.3
Bn during 1H-2025 as
compared to USD 128.8
Bn during 1H-2024,
resulting in a y-o-y decline
of USD 28.5 Bn or 22.1%.
The decline was mainly
led by more than 50%
decline in government
issuances in  1H-2025
while an increase in

corporate issuances
partially offset the overall
decline. Government

issuances reached USD
36.6 Bn in 1H-2025 vs.
UDS 76.9 Bn in 1H-2024
while corporate issuances
stood at USD 63.7 Bn this
year vs. USD 51.9 Bn
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during the first half of last year. Full year issuances during 2024 stood at a record high level of USD 195.4 Bn.

In terms of type of issuances, sukuk issuances witnessed a sharp decline during 1H-2025 whereas bond issuance remained
flat y-o-y. Aggregate GCC bond issues stood at USD 60.9 Bn this year vs. USD 60.2 Bn during 1H-2024 whereas sukuk
issuances declined by almost a third to reach USD 39.4 Bn this year as compared to issuances of USD 68.6 Bn during the

first six months of last year.

At the country level, there was a broad-based y-o-y decline in issuances during the year, barring marginal growth in issuances
from UAE and Bahrain. Aggregate issuances from the UAE stood at USD 32.9 Bn in 1H-2025 as compared to USD 31.7 Bn in
1H-2024, registering a gain of 3.8%. On the other hand, issuances from Saudi Arabia, Oman and Qatar witnessed double-
digit declines. Total issuances from Saudi Arabia stood at USD 50.2 Bn, accounting for half of the issuances in the GCC, but
declined by almost a third from USD 72.4 Bn in issuances in 1H-2024. Issuances from Qatar and Oman almost halved to USD
8.7 Bn and USD 1.1 Bn during 1H-2025. The structure of maturities saw perpetual instruments seeing growth in 2024 after
seeing a steep decline in 2023. According to data from Bloomberg, aggregate issuances of perpetual instruments remained
steady in the region with aggregate issuances during 1H-2025 already reaching full year levels seen in 2024 at USD 10.7 Bn.
Saudi-based issuers were the biggest in this space with issuances of USD 7.4 Bn in perpetual instruments followed by UAE
with issuances of USD 2.7 Bn.
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The issuance of green instruments remained steady during 1H-2025 in the GCC. Total issuances of green instruments
reached USD 8.7 Bn during 1H-2025 as compared to USD 18.0 Bn in full year 2024. Saudi Arabia was leading in the GCC
with green instrument issuances worth USD 5.6 Bn this year as compared to USD 5.9 Bn during full year 2024. Issuances in
UAE stood at USD 3.1 Bn this year vs. USD 5.0 Bn last year.

Outlook - Fed vs. GCC rate moves

Expectations for rates cuts remain volatile with the current consensus estimates suggesting one to two cuts by the end of the
year by the US Fed. The uncertainty comes mainly from the changing policies of the US government related to the tariffs as
well as wavering confidence in the US economy and the greenback. Treasury bond auctions post the tariff announcements
have garnered tepid demand, although the demand for auctions in July-2025 calmed these fears. In addition, USD has seen
significant declines this year against a basket of currencies and especially against the Euro. This would further influence
investor decision regarding whether to go for local currency bonds.

GCC and Global Central Bank Rate Expectations - 2025
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For the GCC, we have forecasted rates based on US Fed rate cuts. As a result, most central banks in the GCC would slash
rates in line with the US Fed due to the pegged currencies. However, Kuwait has its currency pegged to a basket of
currencies. As such, we’ve forecasted a 25 bps cut by the Kuwait Central Bank in its discount rate. Last year, Kuwait lowered
its discount rate by 25 bps last year as against 100 bps cuts implemented by other GCC central banks.

In terms of issuances, we believe that GCC would see a back end loaded issuance this year as against higher issuances
during the start of last year. Fixed income issuers would focus on locking in lower rates as expectations for rate cuts gain pace
by the end of the year as uncertainty related to tariffs see more clarity. Maturity refinancing is expected to come in at
USD 21.7 Bn during the remainder of the year while government deficit financing led by lower average oil prices would also
contribute to the overall trend during the rest of the year and compensate for the decline in issuances during 1H-2025. Sukuk
issuances are expected to gain traction during 2H-2025 backed by demand from specific investors and funding diversification.
Moreover, the announcement from the Kuwaiti government for the issuance of USD 6.0 Bn in bonds in the international
market in the coming months would be further incremental to overall fixed income issuances from the region.
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