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Economy

Saudi Arabia opens 
stock market to 
foreign investors

OPEC stays upbeat 
on 2015 oil demand

Egypt enters into 
deal with China 
worth $10 billion

Saudi Arabia’s stock market, val-
ued at $585 billion, opened to direct 
foreign investment for the first time 
on June 15th as the kingdom seeks 
an economic boost amid low global 
oil prices.

The opening of the Tadawul Saudi 
Stock Exchange allows companies 
to raise money straight from foreign 
investors with the goal of expanding 
business, diversify the Saudi econo-
my and create jobs.

The move comes at a crucial time 
for Saudi Arabia, whose revenues 
suffered from a plunge in oil prices. 
Lower revenue could constrain gov-
ernment spending, which would af-
fect the many companies relying on 
government projects. The kingdom 
has been drawing from its robust 
foreign reserves to maintain spend-
ing.

An influx of foreign money could 
“help to plug some of the external 
shortfall and slow the pace at which 
Saudi Arabia is drawing down its 
reserves,” says the London-based 
analysis firm Capital Economics.

John Sfakiankis, Middle East di-
rector based in Riyadh at emerging 
markets investment firm Ashmore 
Group, says he expects a gradual 
flow of foreign investments over the 
next few years of $20 billion to $25 
billion.
(The Associated Press)

OPEC is sticking to its forecast 
that oil demand will pick up in 2015 
but warned that oversupply may 
keep a ceiling on oil prices, even as it 
increased output to a two-year high.

The Organisation of the Petroleum 
Exporting Countries (OPEC) kept to 
its prediction of total oil demand in 
2015 of 92.5 million barrels per day 
(mbpd), up 1.18 mbpd from 2014.

Consumption is expected to pick 
up in line with a global economic 
rebound, the cartel said in its June 
monthly report. Oil prices rose to 
more than $60 a barrel in May, a high 
for the year, on the back of higher 
demand and other factors including 
“geopolitical turmoil”.

However, OPEC said “overall fun-
damentals still point to a well-sup-
plied market that continues to put a 
ceiling on prices.”

Oil prices collapsed 60% between 
June 2014 and January 2015 when 
they hit a low of $45.

OPEC, which has traditionally 
defended price levels by cutting 
output, dramatically switched strat-
egy last November when it opted to 
leave production targets unchanged 
at 30 million barrels per day.
(The Associated Press)

Egypt entered into an initial 
agreement with China over 15 pro-
jects worth about $10 billion, Egyp-
tian Trade Minister Mounir Fakhry 
Abdel Nour said.

Financing agreements for the pro-
jects are to be signed by September, 
the ministry said in a statement.

The projects would be focused on 
the electricity and transport sectors 
but would include Chinese direct in-
vestment in other projects.

The minister did not name spe-
cific companies involved but said 
that the Export-Import Bank of Chi-
na would provide financing for six 
transport projects including build-
ing a new railroad and developing 
several existing ones.
(Reuters)

Briefs

Jordan’s ICT sector faces critical challenges

Amman

J
ordan enjoys a vibrant infor-
mation and communication 
technologies (ICT) sector 
with many success stories but 
emigrating professionals and 

a shortage of skilled graduates are 
likely to weaken it.

Regionally, Jordan’s ICT sector 
faces tough competition from oth-
er countries, especially the United 
Arab Emirates and Egypt which add 
to its troubles as the kingdom tries 
to grow and build on previous suc-
cesses.

In 2009, US giant Yahoo! acquired 
the Amman-based Maktoob Arabic 
portal for about $160 million. All 
eyes were focused on Jordan, await-
ing more successes in the ICT sector.

A few years later, several start-
ups, including Jamalon, which is 
the Arab world’s first online store for 
Arabic and English books, emerged. 
Other start-ups, especially in the 
digital gaming industry, made it to 
Silicon Valley and secured invest-
ments.

“Unfortunately, the authorities 
did not build on these successes 
and the ICT sector is declining,” said 
Jawad Abbassi, founder and gen-
eral manager of the Arab Advisors 
Group, a specialised research entity 

focused on communications, me-
dia, technology and financial mar-
kets throughout the Arab region.

The ICT sector, which employs 
more than 80,000 people, mostly 
Jordanians of whom 30% are wom-
en, witnessed a decline in its contri-
bution to the economy. 

The sector’s share of gross do-
mestic product (GDP) dropped from 
14% in 2009 to 12.9% in 2010; 12.4% 
in 2011; 12.2% in 2012; 11.2% in 2013 
and went down further in 2014 but 
no figures are available, according to 
industry experts.

“In Jordan, we were the first in the 
region to develop a vision to make 
the country an ICT hub but it was 
merely talk. We had problems with 
the implementation of the vision,” 
Abbassi told The Arab Weekly.

Several Jordanian ICT companies 
have moved their sales offices to 
Gulf Arab countries and program-
ming business to Egypt, a source in 
the sector told The Arab Weekly on 
condition of anonymity, citing the 
sensitivity of his information. “If 
we don’t get our act together, the re-
maining companies will eventually 
move out of Jordan and we will end 
up having very small start-ups that 
are unable to compete regionally or 
globally,” the source added.

Abed Shamlawi, former chief 
executive officer (CEO) of the ICT 
Association of Jordan (int@j), said 
talented professionals working in 
local ICT firms are being offered at-
tractive salaries abroad, whether in 
the Gulf or Europe.

“This is placing a heavy burden 
on Jordanian companies that are un-
able to match these lucrative offers 

to retain their talented employees,” 
Shamlawi told The Arab Weekly. Ad-
ditionally, the standards of fresh ICT 
graduates from Jordanian universi-
ties is below the industry’s require-
ments and is undermining efforts 
to replace skilled professionals who 
leave for higher salaries, he said.

According to sector experts, there 
are more than 25,000 jobless ICT 
graduates in Jordan, while 75% of 
the sector’s companies say they face 
major difficulties in finding gradu-
ates with the basic skills required.

“University curricula need to be 
upgraded. We have been repeatedly 
calling for changing the curricula 
to yield better graduates with skills 
needed in the labour market, but to 
no avail,” said Shamlawi.

Authorities are not even helping, 
said Nour Khrais, chairman of the 
Jordan Gaming Task Force.

“The ICT sector in Jordan has par-
tially lost attractiveness to inves-
tors, especially in the digital gaming 
industry,” Khrais said, pointing to 
red tape that bogs down the system.

“Companies in the field need to 
import tools, software and devices 
but there are always customs delays 
to clear their shipments,” he said. 
“This is a problem as one cannot 
be creative in an environment with 
complicated procedures.”

Another problem is when ICT 
companies opt to hire profession-
als from abroad; labour authorities 
make it almost impossible to obtain 
work permits, asking the compa-
nies to look for help in the domestic 
workforce, Khrais added.

Vague legislation and unsystem-
atic enforcement of laws are also 
harming the sector, Abbassi said.

But despite the sector’s gradual 
decline, IT exports have been on the 
rise. According to official figures, ex-
ports reached $223 million in 2009, 
$204 million in 2010, $237 million in 
2011, $308 million in 2012 and $332 
million in 2013.

Jordan’s IT exports targeted 27 
markets worldwide in 2013. How-
ever, growth is likely to be impeded. 
Profits generated from exports are 
exempt from income tax until the 
end of the year and no decision has 
been made on whether there will be 
an extension of the exemption.

“Lack of clarity and fluctuation in 
policies is another issue that harms 
the sector. For the ICT sector to re-
store its glory and for Jordan to be-
come an ICT hub, there is a need 
for serious collaborative work and 
efforts,” Abbassi said.

“But first, we need to admit that 
we have a problem.”

Mohammad Ghazal is a Jordanian 
journalist based in Amman.

Mohammad Ghazal

There are more than 
25,000 jobless ICT 
graduates in Jordan

Despite oil slump, 
GCC construction set 
to break records

London

T
he year is shaping up to 
be a record-breaker for 
construction in the six 
Gulf Cooperation Coun-
cil (GCC) countries, with 

planned and active projects esti-
mated to reach $172 billion, accord-
ing to a new study.

A report by Deloitte highlighted 
mega-projects in development in 
the region, such as Saudi Arabia’s 
Riyadh East Sub-Centre, a mixed-
use commercial, retail and resi-
dential high-density development 
worth $15 billion. The second larg-
est project in the kingdom is the 
Khozam Development, which will 
be south-east of Jeddah and is pro-
jected to be worth $13.3 billion.

The biggest GCC project in the 
works though is Dubai World Cen-
tral’s Al Maktoum International Air-
port expansion, which is budgeted 
at $32 billion and will result in the 
airport becoming the world’s larg-
est. The second largest UAE project 
is Abu Dhabi’s Al Gharbia Chemi-
cals Industrial City, which is a joint 
venture between the Abu Dhabi 
National Chemicals Company and 
the International Petroleum Invest-
ment Company. It has a budget of 
$20 billion.

According to the Deloitte report: 
“This is all against a backdrop of 
lower oil prices, continuing po-
litical unrest and reduced Interna-
tional Monetary Fund (IMF) growth 
forecasts across the GCC. It is also 
impacted by the deepening reces-
sion in Russia.”

The report revealed that Saudi 

Arabia’s multi-billion-dollar infra-
structure spending programme is 
driving the bulk of demand in the 
GCC. The kingdom has the second 
largest market share, after the UAE, 
in the overall MENA cement indus-
try. Algeria has launched a number 
of major housing and railway pro-
jects, which will also increase de-
mand for concrete and cement.

In Qatar, the report reveals that 
the two largest projects in the pre-
execution phase and expected to 
be awarded in 2015 are from QRail. 
The QIRP: Passenger & Freight Rail 
is budgeted at $15 billion and QIRP’s 
Passenger & Freight Rail: Phase 2 is 
expected to cost $3 billion. 

A total of 400 kilometres of 
mainline rail connecting Qatar to 
neighbouring countries and 260 
kilometres of metro and light rail 
are planned, most of which is to be 
completed before the 2022 World 
Cup.

In Oman, the largest project in 
pre-execution phase is the sultan-
ate’s ambitious railway project. 
Oman Rail – Oman National Railway 
is to be 2,135 kilometres in length 
and is budgeted at $15.6 billion. The 
railway is to be executed in nine 
segments and completed by 2022.

The report emphasised the GCC’s 
dependency on oil reserves and the 
need to spend on infrastructure 
and capital projects to achieve eco-
nomic diversification. In terms of 
key drivers for diversification, the 
report underlined the need for job 
creation given that more than half 
of the GCC population is under the 
age of 25.

The report forecast that in Saudi 
Arabia 4 million jobs will be need-
ed in the next five years. The GCC 
overall population is forecast to 

grow from 350 million to 602 mil-
lion by 2050, all driving GCC strat-
egies to provide education, health 
care, infrastructure and support to 
communities.

“And of course all this growth will 
require energy and water: a 34% in-
crease in electricity generation ca-
pacity and a further 2.2 billion litres 
desalination capacity is required by 
2020,” Deloitte said.

“Out of the total $2.8 trillion 
projects that are in execution and 
pre-execution phases, 40% of this 
value relates to residential, lei-
sure and hospitality buildings and 

mixed-use developments, totalling 
an anticipated budget value of $1.1 
trillion,” a summary of the Deloitte 
report stated.

The IMF warned in May that, due 
to the global oil-price slump, GCC 
oil exporters must diversify their 
economies while also scaling back 
public spending, including subsi-
dies. In terms of growth, estimates 
for GCC states are forecast at 3.4% 
for 2015, which the IMF revised 
downward 1 percentage point since 
October 2014 because of the slow-
down in non-oil growth in response 
to lower oil prices.

Mohammed Alkhereiji
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 In Saudi Arabia 4 
million jobs will be 
needed in the next 
five years


