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Saudi prince 
cancels plans to 
consider 
investments 
in Iran

British airlines 
cancel Sharm 
el-Sheikh flights

Morocco 
postpones solar 
plant opening

Briefs

Billionaire Saudi Prince Al-Waleed 
bin Talal said he was cancelling con-
sideration of all projects and invest-
ments in Iran, amid a diplomatic 
row between Saudi Arabia and the 
Islamic Republic.

Al-Waleed, writing on Twitter, 
said he had refused the Iranian am-
bassador’s request for a meeting 
and stopped all flights to Iran by the 
budget carrier Flynas, in which his 
investment arm, Kingdom Holding, 
holds a 34% stake.

Saudi Arabia severed diplomatic 
relations and froze commercial ties 
with Iran after its embassy in Tehran 
was stormed in response to the Jan-
uary 2nd execution of a prominent 
Shia cleric, who had been convicted 
of terrorism-related charges in Saudi 
Arabia.
(Reuters)

A string of British airlines again 
delayed resumption of regular 
flights to the Egyptian resort of 
Sharm el-Sheikh following a Russian 
plane crash.

The airlines suspended flights 
after an explosion on a Russian air-
liner, which had left the Red Sea 
destination on October 31st. All 224 
people on board died. 

Investigators concluded it was 
downed by a bomb and the Islamic 
State (ISIS) has claimed responsibil-
ity.

British Foreign Secretary Philip 
Hammond said the attack raised 
doubts about “the capability of the 
security” at the airport.

Extending previous announce-
ments, Thomson and Thomas Cook 
say they are cancelling all flights to 
the resort through March 23rd. Mon-
arch and easyJet have pushed re-
sumption dates back to January 25th 
and February 29th, respectively.

British Airways has cancelled 
flights to and from Sharm el-Sheikh 
until February 13th.
(Agence France-Presse)

Morocco postponed inauguration 
of the Noor 1, a solar power plant in 
Ouarzazate, part of what will even-
tually be the world’s largest solar 
power production facility. The plant 
was to go online December 27th but 
officials gave no reason for the delay.

With an electricity production 
capacity of 160 megawatts (MW), 
Noor 1 is to allow Morocco to signifi-
cantly reduce emissions of green-
house gases. The complex should 
allow Morocco to cut carbon dioxide 
emissions by 240,000 tons per year, 
according to estimates from the En-
ergy Ministry.

The project’s Noor 2 and Noor 
3 phases are to follow in 2016 and 
2017 and a call for tenders is open 
for Noor 4.

Once all phases are complete, 
Noor will be “the largest solar power 
production facility in the world”, its 
developers say, covering an area of 
30 sq. km. It will generate 580 MW 
and provide electricity to 1 million 
homes.
(Agence France-Presse)

Economy

Sluggish global economy will add to 
MENA’s woes in 2016

Washington

L 

ow oil and commodity 
prices combined with de-
creasing demand from Chi-
na will contribute to a less-
than-stellar outlook for the 

world economy in 2016. The migra-
tion crisis in Europe and the inevi-
tability of rising interest rates in the 
United States may also undermine 
economic growth in many markets.

“The 2016 forecasts are pretty 
bleak overall because you have con-
traction in global trade in part due 
to less demand in China and you 

have a continuing drop in the prices 
of commodities including oil,” Fla-
vius Mihaies, a political economist 
at the World Bank, told The Arab 
Weekly.

Global growth in 2015 fell short of 
expectations, according to Interna-
tional Monetary Fund (IMF) data. 
This slower than expected growth 
might contribute to lower numbers 
in 2016.

The US market expects an inter-
est rate hike, possibly before the 
new year, according to data from 
Bloomberg. Interest rates have been 
pegged to near 0% since December 
2008, as the Federal Reserve tried to 
stimulate the US economy. The Fed 
has not raised rates since June 2006.

While many US economists say 
a rate hike is well overdue, an IMF 
report warned against an uptick 
in rates, arguing that such a move 
would not be beneficial to the US 
economy at this time of slower glob-
al growth. A rate hike will further 
strangle growth in many emerging 
markets. Europe, in particular, will 
face unexpected challenges due to 
the migration crisis. Mihaies said 
that the terror attacks in Paris in 
November may have put the conti-
nent on a path of having to choose 
between fiscal responsibility and 
beefing up security while managing 
the migration crisis.

“After the attacks in Paris, [French 
President François] Hollande is 
choosing a security pact over a sta-
bility pact, emphasising security 
spending over keeping the budget 
under control,” said Mihaies.

“And this is now the big challenge 
for Europe. If you keep your financ-
es under control, you will have less 
money to spend on immigrants and 
on fighting terrorism. On the other 
hand, if you want to spend more 
money on immigrants and security, 
you cannot meet the demands from 
Brussels to keep your budget under 
control. So it’s a very tough situa-
tion for Europe right now.”

Forecast for growth in the Mid-
dle East and North Africa (MENA) 
region correlates directly with oil 
prices, putting oil-producing coun-
tries such as Saudi Arabia and the 
United Arab Emirates at the highest 
disadvantage. This is particularly 
ironic because it is Saudi Arabia’s 
high production that is the main 
factor behind low oil prices.

Lower oil revenues will also 
translate into lower government 
subsidies in Gulf Cooperation Coun-
cil (GCC) countries which have re-
mained largely stable despite the 
unrest which has swept the region 
since “Arab spring” uprisings of 
2011. GCC countries also will have 
less money available to help non-oil 
countries, such as Egypt and Jor-
dan.

Algeria’s economy, which relies 
on natural gas exports, will also suf-
fer from low prices.

Some non-oil producing coun-
tries in the MENA region, such as 
Morocco, will continue to grow, 
though such growth is forecast to 

be at 3% in 2016, down from an es-
timated 4.6% in 2015.

The Egyptian economy, which 
has traditionally relied on tourism 
with less dependence on oil prices, 
suffered a big blow in 2015 due to 
the effect of terrorism on the all-im-
portant sector. This may continue to 
plague Egypt in 2016.

Egypt also suffered from foreign 
exchange shortages in 2015, and 
the Central Bank has been unable 
to meet domestic demand for hard 
currency in conducting internation-
al trade transactions.

“But this will change in 2016, so 
Egypt is expected to grow,” said Mi-
haies, referring to a structural ad-
justment loan agreement that Egypt 
is likely to sign with the IMF.

Asian markets are tied mainly 
with China’s stabilising growth, 
long expected to taper off after stel-
lar annual growth for the past dec-
ade. China is expected to grow less 
than 7%, down from an annualised 
9% seen after the 2008 financial cri-
sis. Asian economies will react in ac-
cordance to their trade relationship 
with China.

“You can put the Asian econo-
mies into two baskets: Winners and 
losers. Those that depend on China 
for their exports will slow down as 
China slows down. Other countries 
that are less dependent on China 
for exports are more diversified and 
somehow they will manage to at-
tract investments, like remittances 
in the Philippines,” said Mihaies.

The ripple effects of China’s slow-
er economy will be felt as far away 
as Brazil, one of its main trading 
partners, and may be worse than ex-
pected because China’s economy is 
not transparent and the current es-
timate of growth may thus already 
be inflated. Some China-dependent 
countries are trying to fill the gaps 
by seeking new opportunities in 
India but the fruits of these efforts 
remain far off.

Rasha Elass

Country GDP Growth (%)
2015 estimate

GDP Growth (%) 
2016 Forecast

Algeria 3.80 4.00

Bahrain 4.50 2.60
Comoros 2.00 3.60
Djibouti 6.00 6.20

Egypt 2.20 4.30
Iraq -2.10 3.10
Jordan 3.10 3.50
Kuwait 0.10 1.50
Lebanon 2.00 2.50
Libya -0.24 6.30
Mauritania 6.90 6.80
Morocco 2.40 5.00
Oman 2.90 3.20
Palestine 0.50 3.90
Qatar 4.00 6.60
Saudi Arabia 3.50 2.40
Somalia 2.60 4.60
Sudan 3.60 3.40
Syria -2.3 -10.00
Tunisia 2.30 4.10
United Arab Emirates 4.60 2.50
Yemen -0.20 13.70

Average annualised figures for 2015 based on estimates in 
International Monetary Fund and World Bank periodic 
reports issued between the fourth quarter of 2014 and 
corresponding period in 2015.

Egyptian traders work on the floor of the stock market, in Cairo, Egypt.

Forecast for growth 
in the Middle East 
and North Africa 
(MENA) region 
correlates directly 
with oil prices.


