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GCC markets to attract passive flows close to USD 1.0 Bn... 

The Russia/Ukraine situation has shaken up valuations across asset classes globally. The event 
comes at a time when global markets closed 2021 at near record levels and economies across 
the globe were expecting recovery from the pandemic, especially in the Emerging Markets (EM). 
As economic growth picked pace, inflation reached decades high levels in the US and most other 
market. This prompted central banks to increase interest rates. Consensus estimates 
suggested five to six rates hikes this year by the US Fed and equity and fixed income 
markets were trading factoring in this possibility and expectations largely pointed towards 
flattish or a small correction in financial markets this year.  

The current Russia/Ukraine situation has led to an earlier-than-expected decline in markets 
across the globe, particularly in the European region due to proximity and some 
involvement in the conflict. The MSCI World index is currently trading with a decline of 12.8% 
since the start of the year reflecting 14.5% decline in European markets while the US dropped by 
11.9%. The EM index has also seen a decline, but relatively smaller at 10.1% as gain in Brazil 
and a smaller decline of 7.3% for the Chinese market partially offsets the overall impact of a 
41.3% decline in Russian equities.  

With talks of sanctions on Russia and a number of restrictions already in place, investment firms 
rushed to offload Russian equities. However, with the Moscow Stock Exchange closed for a 
week, investors were unable to sell their positions, with the added restriction from financial 
dealing with Russian firms. In addition, Russia last week banned brokers from selling securities 
owned by foreign investors. Moreover, investment firms, especially the ones invested in EM, 
are facing redemption pressure from investors as a result of the declining markets and the 
exposure to Russia. On the other hand, the inability to sell Russian equities increases the 
possibility of increasing the weight of Russian allocation in their portfolio, further 
complicating the situation. Estimates from Morningstar Direct showed US mutual funds and 
ETFs owned more than USD 71 Bn in Russian equities and bonds at the end of January-2022.  

After contemplating for weeks, MSCI and FTSE announced that the index compilers would 
remove Russia from their EM universe and treat it as a standalone market. MSCI would 
reduce the weight of Russia to zero from 9-March-2022. Russia had a weight of around 
3.8% in MSCI’s Emerging Market Standard Index in December-2021. However, the events at 
the start of 2022 had already lowered the weight of Russia to around 2.2%, according to 
reports. With MSCI removing Russia from its indexes, the weight of the rest of the EM 
countries are expected to increase.  

March-2022 
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Avg. Daily Val. 

Traded (USD Mn)

Since Start of Russia/Ukraine 

Conflict - 21-Feb-22 to 7-Mar-22
YTD-2022 until 20-Feb-2022 Change(%)

Kuwait 287.1 209.0 37.36%

Saudi Arabia 2,143.1 1,303.8 64.37%

Dubai 81.6 55.2 47.80%

Abu Dhabi 328.4 250.8 30.94%

Qatar 207.9 112.0 85.55%

Bahrain 2.9 1.7 74.50%

Oman 7.7 6.7 16.41%

Total GCC 3,058.7 1,939.2 57.73%

MSCI Standard EM Weights Weight as of Dec-2021 New Weights excl. Russia 

Abu Dhabi 0.95% 0.99%

Dubai 0.23% 0.24%

Kuwait 0.60% 0.63%

Qatar 0.76% 0.79%

Saudi Arabia 3.19% 3.31%

Total GCC EMs 5.73% 5.96%
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According to reports, there are around USD 1.8 Trillion of 

active and passive assets tracking the MSCI Emerging 

Market index globally. Out of this around USD 425 Bn are 

estimated to be passive funds tracking the index. This would 

imply that flows to other constituents of the index is 

expected to increase in the coming weeks as Russia is 

removed from the index. However, unlike the previous 

reconstitutions by the MSCI, the inability to sell Russian 

equities by the fund managers could make the process of 

reallocation much more gradual as compared to a much 

shorter window for passive funds.  

GCC countries reported a weight of 5.73% in the MSCI EM 

Standard index as of December-2021. We expect the weight 

to increase to 5.96% after the index reconstitution. The 

increase in weight by 0.23% is expected to attract additional 

passive flows to the tune of USD 1.0 Bn, based on passive 

funds tracking the index of around USD 425 Bn. In addition, 

with over 3x active funds, the actual flows to the GCC 

markets could easily exceed USD 3.0 - 3.5 Bn, in our view.  

Trading activity in the GCC witnessed a steep spike since 

the start of the conflict (since 21-Feb-2022) as active fund managers started reallocating funds out of Russia to other emerging 

markets. And with the improving crude oil outlook and excellent credit rating profile for the bulk of the GCC countries, the 

region attracted higher than expected flows from EM investors. Total trading activity in the GCC since 21-Feb-2022 stood at 

USD 43.9 Bn. Average daily value traded (ADVT) witnessed a steep increase of 58% to reach USD 3.1 Bn since 21-Feb-2022 

until 7-Mar-2022 as compared to USD 1.9 Bn in average daily trades since the start of the year until 20-Feb-2022. According 

to our calculations, GCC markets attracted additional flows of USD 11.0 Bn since the start of the conflict, and the bulk of these 

trades were by active emerging market focused foreign investors.  

Trading activity reports from the five 

EM exchanges in the region (Kuwait, 

Saudi Arabia, ADX, DFM and QE) 

showed consistently net positive trades 

by foreign investors. Weekly trading 

report on Saudi Exchange showed 

SAR 6.9 Bn (USD 1.9 Bn) in net buying 

by foreign investors for the week 

ended 3-Mar-2022 and 24-Feb-2022. 

The Monthly report for Boursa Kuwait 

showed net foreign buying at KWD 60 

Mn (USD 197.4 Mn) during February-

2022. Similarly, daily trading activity 

reports from ADX and DFM showed 

net foreign buying at AED 2.5 Bn (USD 

692.2Mn) and AED 507.7 Mn (USD 138.1 Mn), respectively. The weekly report for Qatar Exchange showed net foreign buying 

at QAR 1.8 Bn during the last week of Feb-2022 and first week of March-2022. The increase in trading activity also includes 

investors that anticipated the shift in funds and invested to take advantage of market movements favoring the regional 

exchanges. As such, a decline in indices in the GCC cannot be ruled out once passive investors start taking position in GCC 

stocks. However, as mentioned above, the shift would be much more gradual as compared to previous index reconstitutions.  

GCC Trading Activity 

(USD Mn)

Aggregate flows since 

21-Feb-2022

Estimated additional flows 

since 21-Feb-2022

Kuwait 2,296.9 624.7

Saudi Arabia 32,146.2 8,392.4

Dubai 1,224.0 263.9

Abu Dhabi 4,925.6 775.9

Qatar 3,118.2 958.5

Bahrain 43.2 13.5

Oman 116.2 10.9

Total GCC 43,870.4 11,039.8

Abu Dhabi, 
USD 160.6 Mn, 

17%

Dubai, 
USD 39.3 Mn, 

4%

Kuwait, 
USD 101.8 Mn, 

10%

Qatar, 
USD 127.3 Mn, 

13%

Saudi Arabia, 
USD 537.0 Mn, 

56%

Expected Passive Flows in GCC

Expected Passive Flows
of USD 1.0 Bn 
in GCC EMs

Source : GCC Stock Exchanges, Kamco Invest Research 

Source : Kamco Invest Research 
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