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to litigation and regulatory 
risk than New York.

The breakdown in the 
merger has given rise to 
second thoughts: does London 
without Frankfurt really 
have the capacity to handle 
such a whopper? And might 
not Aramco achieve a better 
valuation in the US’s much 
deeper capital markets?

In any case, the full weight 
of US President Donald 
Trump has been swung 
behind the New York Stock 
Exchange’s bid for the IPO. 
The US president has sided 
unambiguously with Saudi in 
its standoff  with Iran, as well 
as its various other internecine 
confl icts in the region. 

According to sources, 
Trump has also promised 
immunity from litigation 
risk, and even to repeal the 
Justice Against Sponsors of 
Terrorism Act, if that’s what 
it takes – ironic given that 
it was the Republicans 
who passed the law in 
contravention of the wishes 
of the previous president, 
Barack Obama. Needless to 
say, neither of these things 
are actually in Trump’s gift, 
but since when has that 
stopped him from committing 
to the undeliverable?

It’s a battle royal that is 
shaping up, and it’s set to 
run and run. 

As part of its Vision 2030 
strategy for transforming 
the economy, Saudi 

Arabia next year plans to fl oat 
Saudi Aramco on the stock 
market. A successful initial 
public off ering (IPO) would 
cement Aramco’s position 
as easily the world’s most 
highly valued company, 
worth anywhere between 
$1-2 trillion. The 5% stake the 
Saudi’s plan to sell initially 
would alone be worth 
anything up to $100bn, 
dwarfi ng the ‘free fl oats’ 
of all but the very largest 
European companies.

Aramco is, to put it mildly, 
a very odd sort of company. 
Indeed, as it stands, it is hard 
to think of it as a company at 
all. Rather, it is an arm of the 
Saudi state, and frequently 
as much a tool of geopolitical 
ambition as a proper 
commercial endeavour in any 
accepted sense. By adjusting 
its output in agreement with 
the rest of the Organization 
of the Petroleum Exporting 
Countries, Saudi Arabia aims 
to infl uence the international 
oil price, though in recent years 
with increasingly little eff ect.

But it is not just that 
Aramco is state controlled 
and the key swing producer 
in oil markets; it is also 
routinely used as a conduit 
for state spending in Saudi 
Arabia, whether it be schools, 
mosques or roads.

What’s more, there is little, 
if any, transparency over the 
size of reserves and costs 

of production. For as long 
as anyone can remember, 
reserves have been reported 
as 268 billion barrels, but 
how much of this satisfi es the 
defi nition of ‘proven’ – the 
measure used by publicly 
quoted Western oil companies 
– is anyone’s guess.

All these issues will have 
to be clarifi ed before Aramco 
can be fl oated on the stock 
exchange. Despite the 
determination of the deputy 
crown prince, Mohammed 
bin Salman, to modernise and 
transform the Saudi economy, 
there is no certainty that the 
regime is yet ready for that 
kind of public scrutiny.

Nonetheless, the Aramco 
IPO is considered a big prize 

by both the US and the UK 
– the only two markets with 
the depths of liquidity to be 
able to credibly handle such 
a fl oat – and both are bending 
their political purpose to 
winning it. 

For the London Stock 
Exchange (LSE), it 

has assumed particular 
importance as a show of 
confi dence in a post-Brexit 
city. Given that Aramco 
intends to do lots of deals 
internationally once it has 
gained the currency of a 
public listing, it could provide 
a potent source of business 
for UK fi nance well into 
the future.

So, who’s going to win 
this tug of war? But for the 
failure of the LSE’s merger 
with Deutsche Börse, it might 
already have been in the 
bag for London, widely 
thought to be less exposed 
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