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Saudi banks resilient despite lower oil prices

Tunisia’s Desert Rose train waiting for a chance to run

Tunis

T 

he Desert Rose train was 
supposed to take passen-
gers on a journey of ex-
ploration and discovery 
across Tunisia, travers-

ing beautiful regions that have re-
mained outside traditional tourist 
circuits.

But following the 2015 terrorist 
attacks on the Bardo Museum 
and in Sousse, the planned trips 
came to a halt and the eco-tourist 
project remains stalled by security 
concerns.

The project began in June 2014 
when the Tunisian Ministry of 
Tourism joined with travel agencies 
and the Tunisian national railways 
company to develop the idea by 
Tarek Nefzi, a Tunisian private 

expert in eco-tourism.
“I have spent years discovering 

ecological assets of different parts 
of Tunisia, the western region, the 
mountains, the interior regions,” 
Nefzi said. “But using cars with 
clients in such a journey was quite 
uncomfortable.

“Then we thought: Why not use 
railways to do these kinds of trips?”

Stops along the way would 
allow tourists to appreciate the 
exceptional scenery, cuisine, 
traditions and culture of the region 
and its towns. The Desert Rose’s 
route crosses breathtaking scenery, 
bridges, historic train stations and 
archaeological ruins.

The goal was to promote 
environmental tourism in some of 
the least visited parts of Tunisia 
and highlight cultural and historic 
assets of the country’s outer 
reaches. An additional objective 
was to boost the economy in 

regions that have not been part of 
the traditional tourism circuit. The 
train would depart from and return 
to Tunis after stopping at sites in 
the north, centre and south of the 
country.

“The train of the Desert Rose 
represents a new form of tourism 
contributing to the development 
of the marginalised regions. At 
every train station, we would 
establish a network of services, 
including guides, transportation 
and food,” Nefzi explained. This 
would help local artisans showcase 
their products and provide job 
opportunities in the towns and 

villages.
The train would revive the 

economy of the regions and be 
a catalysing force for economic 
activity complementary to 
agriculture in those regions, Nefzi 
said. It would also diversify revenue 
there and provide employment.

He saw each journey of the Desert 
Rose taking 40 people on a nine-
day trip exploring the towns of 
Kef, Haidra, Sbeitla, Metlaoui and 
Tozeur, among others. While the 
inaugural trip lasted four days and 
visited only the north-west, Nefzi 
said he expected future journeys 
to extend to the southern towns of 
Redeyef and Metlaoui.

The Desert Rose’s first journey 
took place February 25th and used a 
train dating from the 1960s that was 
used by former president Habib 
Bourguiba for VIP journeys.

The organisers took security 
concerns of the train and 

its passengers into serious 
consideration.

“The train passes near the 
Chaambi mountain, with a stop 
at Kasserine dedicated to bio-
agriculture and a visit to the park, 
which is of unique ecological 
richness,” Nefzi said. “We had 
an agreement with the army and 
the Ministry of Interior to secure 
the passage of the train with 
a helicopter until the security 
situation is more stable.”

Although the inaugural trip was a 
success, the project was suspended 
following the terrorist attacks on 
the Bardo Museum in March and in 
Sousse in June.

“These terrorist acts deeply 
affected Tunisia, in terms of both 
political stability and economic 
development of the regions. Our 
project was conceived of as part 
of the economic development 
of marginalised regions,” Nefzi 
said. “The impact of these attacks 
delayed our project and could also 
endanger our foreign partnerships, 
which would be a great loss for 
eco-tourism and inter-cultural 
exchange between the south and 
north.”

Nefzi said he is hopeful about 
resuming the trips once the security 
situation improves.

“The trips originally planned for 
2015 and 2016 were delayed to 2017. 
In the meantime, we hope that 
the security situation improves so 
we can resume trips in the fall of 
2016 and resume taking bookings 
for 2017. Despite all of this, we are 
determined to be in operation for 
autumn 2016,” Nefzi said.

Roua Khlifi is a regular Travel and 
Culture contributor for The Arab 
Weekly. She is based in Tunis.

Beirut

L 

ower oil prices will soon 
start to weigh on Saudi 
Arabia’s banks, which are 
likely to see the percent-
age of poor-performing 

loans edge higher by the end of 
the year, according to Standard & 
Poor’s (S&P). However, Saudi bank-
ers seem to count on the sector’s 
ability to sustain the resiliency it 
showed in recent years.

“Over the past few years, we have 
seen a stabilisation in asset quality 
and it has been a story of declining 
credit losses. But we now believe 
that through the end of this year, 
we will begin to see credit losses 
picking up,” Timucin Engin, a bank-
ing analyst at S&P, wrote on Sep-
tember 2nd.

Lenders in the kingdom have 
managed to defy many analysts’ 
expectations by posting generally 
healthy results, despite the roughly 
60% slide in oil prices since June 
2014. The ratings agency said it 
usually takes a few quarters for as-
set quality issues to surface in a less 
resilient economy.

S&P’s hinting that Saudi Arabia’s 
economy is among the more resil-
ient economies is what the king-
dom’s lenders count on. “Saudi 
banks have around $120 billion in 
available liquidity, including their 
investments abroad. If bad loans do 
arise, as S&P expects, the liquidity 
is more than enough to take care of 
the matter,” a leading Saudi banker 
told The Arab Weekly.

The banks’ non-performing loans 
stood at 1.2% of total loans in the 
first quarter, up from 1.1% in 2014, 
according to data from the Saudi 

Arabian Monetary Agency, the cen-
tral bank. That is down from a peak 
of 3.3% in mid-2010 when the king-
dom’s financial sector suffered fall-
out from the global financial crisis.

“This is more reason to believe 
that the Saudi banking system is 
capable of fending off any fallout 
from lower oil prices,” the banker 
said, speaking on the condition of 
anonymity.

S&P said long-term data sug-
gested a clear link between non-
performing loans and oil prices. 
After oil prices fell about $30 per 
barrel in late 2008, the ratio of bad 
loans more than doubled in subse-
quent months, data indicated. The 
link is likely to be reinforced if, as 
expected, the government begins 
to slow spending, pumping less 
money into the economy.

Still, analysts are not overly wor-
ried about the health of the Saudi 
banking sector, as the regulator 
requires lenders to keep coverage 
ratios well above the requirements 
proposed by Basel III and requires 
banks to make provisions for loans 
before they sour. “Banks are cog-
nizant of this [rising credit losses] 
and we would expect a gradual 
pickup in provisions,” said Suha 
Urgan, another banking analyst at 
S&P.

Meanwhile, the International 
Monetary Fund (IMF) warned that 
lower prices of commodities, in-
cluding oil, might keep world eco-
nomic growth moderate.

“Global growth remains moder-
ate, reflecting a further slowdown 
in emerging economies and a weak 
recovery in advanced economies. 
In an environment of rising finan-
cial market volatility, declining 
commodity prices, weaker capital 
inflows and depreciating emerg-
ing market currencies, downside 
risks to the outlook have risen, par-

ticularly for emerging markets and 
developing economies,” it said in a 
note presented September 3rd to 
Group of 20 finance ministers and 
central bank governors.

Financial leaders from the 
world’s 20 biggest economies 
agreed to step up reform efforts to 
boost disappointingly growth, say-
ing reliance on ultra-low interest 
rates would not be enough to accel-
erate economic expansion. But the 
IMF said commodity price declines 
over the past year have alleviated 
inflation pressures and mitigated 
external vulnerabilities in net com-
modity importers while increasing 
external and fiscal vulnerabilities 
in commodity exporters.

“Oil exporters that have accumu-
lated savings and have fiscal space 
can let fiscal deficits increase and 
allow a more gradual adjustment of 
public spending. For floaters with 
less policy space, exchange rate 
flexibility will be a critical buffer 
to the shock. This may require im-
proving macroeconomic policy 
frameworks in some countries and 
keeping balance sheet exposures 
manageable,” the IMF said.

Concerning Saudi Arabia, the 
IMF’s message is clear. “This means 
Riyadh should be careful about sus-
taining high public expenditure, 
particularly if it’s going to finance it 
with local loans; that is, loans raised 
from local banks,” a Saudi private 

sector source told The Arab Weekly 
on condition of anonymity. “I don’t 
see imminent fiscal problems but 
care is advised to not expose local 
banks to unnecessary pressures.”

Oil prices seem poised to stay low 
for years, derivatives markets say, 
keeping a lid on inflation and help-
ing boost global growth, Reuters 
reported. Oil has more than halved 
in value over the last year, thanks 
to huge oversupply, and many oil 
companies, particularly in the Unit-
ed States, say they may soon have 
to rein in production, tightening 
supply, unless the market recovers.

Abdel-Rahman Ayas is a 
Beirut-based business writer.
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Resilience. Traders monitor stock prices on screens at the Saudi Investment Bank in Riyadh, last June.Analysts are not 
overly worried about 
the health of the 
Saudi banking sector
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