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Economy

Hopes pinned on Egypt’s new Central Bank chief

E
gyptians just com-
pleted elections for 
their first parliament 
since 2012, but turnout 
rates of about 26% 
signalled the waning 

popularity of Egypt’s President 
Abdel Fattah al-Sisi. While his 
stance on security issues has 
been strong, the economy is 
plagued with problems ranging 
from fuel shortages to unchecked 
government expenditure.

On the monetary side, however, 
a recent change in leadership 
has been received favourably by 
investors. Departed Central Bank 
of Egypt (CBE) governor Hisham 
Ramez made few friends in eco-
nomic circles because he sold for-
eign exchange reserves to support 
the local currency. Facing increas-
ing pressure, Ramez resigned in 
October.

Enter new CBE Governor Tarek 
Amer, who many investors hope 
will enact policy changes that will 
put Egypt’s monetary trajectory 
on the right track. In a world with 
limited monetary policy options, 
Amer’s most powerful tool will be 
providing policy certainty.

In fairness to Ramez, he inher-
ited leadership of the CBE when 
foreign currency reserves were 
already at a low of $13.6 billion. 
Ramez was trapped between 
protecting investor confidence 
by propping up the value of the 
Egyptian pound and maintaining 
Egypt’s ability to buy goods from 
overseas.

In December 2010, on the eve 
of the Egyptian uprising, foreign 
currency was a healthy $36 bil-

lion. Within the year, this had 

halved as the CBE burned through 
reserves to project an image of 
monetary stability as the economy 
collapsed. What Ramez inherited 
when he took the job in February 
2013 was a level of foreign reserves 
dangerously close to the three-
month import cover level — the 
minimum threshold recommend-
ed by the International Monetary 
Fund that allows a country to keep 
importing goods.

Ramez implemented a policy of 
managed devaluation, which saw 
the pound drop during his tenure 
from 6.7 to the dollar to 7.9 to the 
dollar. However, foreign reserves 
still suffered, rising $2.7 billion 
under his watch despite more 
than $40 billion of injections from 
Egypt’s friends in the Gulf through 
loans and grants as well as a Eu-
robond sale.

Determined to eliminate the 
foreign exchange black market, 
Ramez put daily caps on dollar 
deposits of $10,000 and monthly 
caps of $50,000 — a move that 
frustrated legitimate trading busi-
nesses. Opposite to the intended ef-

fect, the limits drove people away 
from banks.

While economics dictates that 
a weakening currency is good for 
exporters and bad for importers, 
because it costs more local curren-
cy to buy goods, importers have 
also suffered from a propped up 
local currency because there have 
not been enough dollars to buy 
foreign goods. As the economy was 
starved of dollars, strategic com-
modities such as wheat and energy 
were favoured at the expense of 
other business. In addition, a fall-
ing pound means rising inflation, 
as it takes more local currency to 
buy the same amount of goods and 
services.

When Ramez left office, the 
currency was weaker and neither 
inflation nor the foreign reserves 
situation were much better.

Gamal Negm has been acting as 
caretaker governor since Ramez 
resigned. While the market ex-
pected further depreciation of the 
Egyptian pound, the CBE acted to 
boost the currency on November 
11th. “The appreciation effectively 

neutralised October’s devaluation 
round, which did not do much to 
ease foreign exchange shortages,” 
according to brokerage firm EFG 
Hermes. This was largely another 
attempt to boost public confidence 
in the pound.

This is the perfect example of 
what many bankers saw as the 
whims of Ramez’s currency poli-
cies, which added uncertainty to 
the market. Investors are eager 
to see predictability in currency 
policy, even if it means further 
devaluation and higher inflation.

While Amer brings new blood, 
he is no stranger to the workings 
of the Central Bank. He served 
alongside Ramez under governor 
Farouk el-Okdah and was deputy 
governor under Ramez. Amer 
has also held senior positions at 
Bank of America and Citibank and 
headed the state-owned National 
Bank of Egypt.

Amer is seen to be more open to 
collaboration with bankers, who 
believe they will see a move from 
reactive to proactive policies under 
his tenure. His test will be to bring 
fresh ideas, such as pegging the 
pound to a basket of currencies 
rather than only the US dollar.

But Amer alone cannot solve 
Egypt’s economic woes. A coor-
dinated approach is needed that 
looks beyond monetary policy in 
isolation. For example, the biggest 
sources of foreign reserves are 
foreign investment, tourism and 
remittances. Policies that target 
these will give Amer more flex-
ibility. Knowing the difficulties 
in tackling these issues and the 
limited monetary policy options 
available, investors would be wise 
to temper their expectations.

Mustansir Barma is an 
international economic and 
business policy analyst. He was 
previously senior economic 
researcher at the American 
Chamber of Commerce in Egypt 
and currently does investment 
generation work for the World 
Bank.
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t did not take the Islamic State 
(ISIS) long to threaten Morocco 
after Rabat reportedly gave 
intelligence information to 
the French government about 

the whereabouts of Abdelhamid 
Abaaoud, the ringleader of the 
deadly Paris attacks.

ISIS attackers killed 130 people in 
Paris on November 13th, the dead-
liest attack in Europe since the Ma-
drid train bombings in March 2004 
in which 191 people were killed.

French authorities had thought 
Abaaoud was still among ISIS jihad-
ists fighting in Syria, but Moroccan 
officials informed them that he was 
in France.

Terror attacks in Tunisia, in 
which 60 tourists were killed, and 
the Russian plane crash caused by 
a bomb in Egypt prompted Europe-
an holidaymakers to shun popular 
Arab destinations.

Morocco is not immune from the 
fear that is driving many tourists to 
opt for what they perceive as safer 
destinations or to stay home, Mo-
roccan Tourism Minister Lahcen 
Haddad acknowledged. He said the 

number of tourists in the country 
has been declining due to the grow-
ing ISIS threat.

Other officials and tourism opera-
tors concur, saying growth in the 
sector has been affected by a per-
ception of threat.

“Since mid-2014 with the ap-
pearance of ISIS and then with the 
two attacks in Tunisia and with the 
Charlie Hebdo attack in France, we 
have seen a dwindling of the num-
ber of tourists,” Haddad told the Fi-
nancial Times prior to the Novem-
ber 13th assault on Paris.

“It is not highly significant in the 
overall picture but very important 
for the French market, where we 
had a drop starting in mid-2014 — 
and it is still happening.”

France is the most significant 
market for Morocco. French holi-
daymakers represent 34% of the 
tourists who visit the North African 
kingdom each year.

Some cities in Morocco are al-
ready feeling the pinch. Agadir, 
which is one of Morocco’s sunny 
destinations throughout the year, 
is relying on local tourists to help 
offset the dwindling number of for-
eign holidaymakers.

According to figures released by 
Agadir’s Regional Council of Tour-
ism, the number of nights spent 
at accommodations catering to 
tourists was down in the first six 
months of the year compared to the 
same period in 2014. 

The southern coastal city re-
corded 2,262,788 bed nights over 
the period compared to 2,521,563 
recorded in 2014.

This decrease is mainly due to 
the French market, which showed 
a decline in terms of tourist arrivals 

(down 21%) and bed nights (down 
28%). However, the flow of local 
tourists rose as Agadir received 
159,545 tourists from Moroccan 
cities from January through July, 
a 14.3% increase compared to the 
same period in 2014.

Tourism accounted for about 
8% of the Morocco’s gross domes-
tic product in 2014 and employs 
500,000 people. The government 

hopes to see the number of visitors 
rise to 20 million by 2022.

One the other side of the tourism 
picture, some Moroccans who were 
planning to go to major European 
capitals such as London and Paris 
for Christmas and New Year’s fes-
tivities have cancelled their plans 
due to fears of potential terror at-
tacks in Europe.

Leila Bourzik, a government em-

ployee, said that she dropped her 
plan to visit London for safety rea-
sons.

“I cancelled my plan to go to the 
United Kingdom because I fear that 
terror attacks might happen any-
time, anywhere,” Bourzik said.

Saad Guerraoui is a frequent 
contributor to The Arab Weekly on 
Maghreb issues.
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